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NOW... 
MARLEX HDPE RESIN 
MADE IN SINGAPORE 


When you specify quality Marlex* high secure your future. A reliable Asian source 
density polyethylene resins, your shipment of HDPE resins will be there when you 






arrives in days, not months. need product and service day after day. 
That's because Marlex resins are pro- For injection molding, blow molding, 
duced in Singapore and shipped from film and extrusion grade resins, specify 
Singapore. Marlex HDPE. Put time on your side work- | 
With your source of supply so close ing for you. 
and delivery so fast, you can carry less For more information on high quality, 
inventory and reduce your investment in economical Marlex HDPE resins made in 
materials. While taking advantage of this Singapore, consult the opposite page and 


cost saving opportunity you could also help contact the office nearest you. 


PHILLIPS PETROLEUM COMPANY ASIA 
" HONG KONG 





*Trademark Phillips Petroleum Company U.S.A. 
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5 Goldhill Plaza #13-01/05 
Newton Road 
Singapore 1130. ^ 
- Tel: 251-9124/254-2021 
_ Telex: R823337 PHILPET 
. Mailing Address: 
, BO. Box 70 
-Killiney Road Post Office 
Singapore 9123 













. Phillips Petroleum Int'l Inc. 
19th Floor, Ruttonjee House 

. 11 Duddell Street, Central 

: Hong Kong. 

Tel: 5-265591/5, 5-268238, 

. 5-208283 

Telex: 74598 PHIPE HX | 





Phillips Petroleum Singapore 
Chemicals (Private) Limited 
. 51 Goldhill Plaza #21-10 
Newton Road 
ingapore 1130 
Tel: 251-9124/254-2021 
. Telex: RS36275 PPSCPL 

Mailing Address: 

Newton Road PO. Box 85 
Singapore 9122 











Phillips Petroleum Co. Asia 
20th Floor, Ruttonjee House 

1 Duddell Street, Central 
Hong Kong | 
Tel: 5-265002/5, 5-22 7064/6 
Telex: 86031 PPCEM HX 


Cressey Chemicals and 
: Trading Co. Pty. Ltd. 
.18 Maughan Parade 

' North Balwin 3104 
Victoria, Australia 

Tel 8576423 

Telex AA33397 


Phillips Petroleum Int'l Inc.— 
Philippines 
Rm. 902, Pacific Bank Bldg. 
6716 Ayala Avenue 
Makati, Metro Manila Philippines 
Tel 88-96-71 
Telex 45112 PHILPETE PM 
64068 PPII PN 
23130 PPII PH 
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Phillips Petroleum Int'l Ltd.— 
Japan 

Rm. 606, Shin Tokyo Bldg. 

3-1, Marunouchi 3-Chome 


J Chivoda-Ku, Tokyo 100 


Japan”  - 
Tel (03) 216-6951 
Telex J24641 PHILPET 


White Group Ltd. 

15 SO] Rubia 

Sukhumvit 42 Road 
Prakanong, Poe 10110 
Thailand | 

Tel 390-2445 


Telex 82631 WHITCO TH 


General Trading Co. Ltd 

4th Floor, Haji Adam Chambers 
Altaf Hussain Road 

Karachi-2 

Pakistan 

Tel 230235 Telex 24447 GENT PK 


(Kaohsiung) 
65, Ku San 1st Road 


Taiwan : 
Tel 5513885, 5517279 
Telex 71113 MCTRADE - 


P.T. Akino Indonesia ii 
Co. Ltd u 
(Jakarta) 

J. L. Tiang Bendera No. da FE. 
Jakarta , 
Indonesia  . i 
Tel 676973, Telex 46622 WIKO 
Vapurco Chemitech Private 
Ltd. | 

1-C, Vandhna 11 

Tolstoy Marg. 

New Delhi-110001 

India 

Tel 40228 Telex 312946 VCPL IN 


Mansel ( Ceylon) Limited 

51 Sir Ernest De Silva Mawatha 
PO. Box 488 

Colombe 7 

Sri Lanka 

Tel 596125, 595762 

Telex 91255 LIONSHP CE 
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 Aquestio 
| The recent reaction (or rather pter- 
| reaction) of the Hongkong stockmar- 
| ket to China's plans to station tre 


to China is the best guarant e d to 


| tions. 


mron cete 










r "m rights 












the territory after 1997 [7 June] 
either very frazzled nerves or nat 


| on the part of the citizens with money 

to invest. Instead of taking this as a 
'| reassurance for their safety against 
| possible terrorists, who soon will ma- 


ture to atom-bomb status and theoret- 








ically hold 5 million people hostage. 


| they misread the positive signal. 


If the United States Consulate-C Jen- 
eral in Hongkong deems it essential to 





| protect its employees by stationing 
| members of the 


Ming Cheong Trading Co. Ltd. | 


militar v forces 
(marines are deployed to safeguard 
diplomatic installations worldwide) 
then | one should also en this to the e 


years. 
Tokyo 


ee and BU ; it ete NAP | PII 
Your suggestion [21 Tune] that Britain m 
should be prepared to quit the — 
negotiating table ifit finds Chinaisnot ^ ^ 
prepared to sign a firm, detailed agree- .— 
ment on Hongkong can only spell dis- —.— 
aster. I do not see why China shou dbe 
prepared to sign a detailed agreement 
that would compromise its sovereignty 
over Hongkong. China has all along 
stated that sovereignty is not negoti- 
able. It is not in anybody's advantage 
that Britain should do any more arm- 
twisting to China or rub sait in oid 
wounds. 

The usefulness of Hongkong in play~ 
ing a significant role in the modernisa- 
tion of China is well understood and 
appreciated by China, and its under- 
standing and appreciation is reflected 
in its declared intention of allowing uae 
Hongkong people to continue their. 
present lifestyles for 50 years a ter ni 
1997. Such generosity on the part of. 
China must also be understood ang ape ^ 
preciated by Hongkong's people. Th NN CORE 
must know the usefulness of Hongk 

































China will adhere: to its: declared int 


It is therefore incumbent: upon. the ju 
Hongkong people to demonstrate £ heir 






Above-standard Partnership. 


rankturt Main 


The airline and its home base. Shared standards of efficiency, convenience, and unrivalled 
punctuality. 
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bodia. Others, such as Australian For- 


far as Vietnamese security: or military 


Cambodia experts. | 

































































mic law which fe Hongkong people know | 
too well! Thus, their destiny is in their 
own hands. ` 


Hongkong ' * P. L. TECKKAM 


Since the International Conference on 
Cambodia in Princeton University in 
November 1982, at which I was a 
panelist, my respect towards the so- 
called "experts" or “scholars” on 
Cambodian affairs has diminished. 
This is because many are "book smart^ 
people who understand only superfi- 
cially. Cambodian. affairs. and- bes. 
haviour. They know the “whats” of || 
Cambodian events, but their answers | 
to "hows" and "whys" arelimited. And 
it is clear that many. of them have |] 
: jumped on the Vietnamese band- |] 
wagon" without considering the con- 
sequences. : 

There are also some political figures ||. 
whose misconceptions can be explain- |] 
ed by their biased attitudes. Forexam- | 
ple, the former American ambassador | | 
to Cambodia, Emory Swank, wasterri- || 
bly impressed by all the figures and 
numbers shown to him by the Heng || 
Samrin regime during his visit toCam- | || 


eign Minister Bill Hayden (speech to. |] 
the United Nations General Assembly || 
on 4 October 1983), and Gen. Benny 
Murdani. of Indonesia | [REVIEw, 29 
Mar.], tend to condone aggression as 


necessity is concerned. | 
However, the attitudes and be- 
haviour of Vietnam suggest that Cam- 
bodia is now in the process. of. being | / 7 
slowly but surely colonised by Viet- | Z £27) e 
nam, and, sadly, the misconceptions | /5 7/2 
and biased judgments of some experts 
and political figures in Cambodian af- 
fairs overlook these matters. 
Cambodia has been victimised by 
the foreign interference of the United 
states, China and the Soviet: Union/ 
Vietnam, and particularly by the self- 
destructive policy of the Khmer Rouge: 
The .current presence. of. Vietnamese 
troops undoubtedly handicaps Cam- 
bodian national reconstruction and | 
development in all sectors, and the 
flow of refugees still outnumbers that 
prior to the invasion. How much longer 
do we Cambodians have. to suffer? 
Must we choose between the tiger and 
the crocodile? Give us a chance, don’t 


give us a choice. SINA THAN 
Ithaca, NY Cornell PREIS 


In the past. digas months, those of 
who are concerned with the situation” 
in Cambodia may have been annoyed: 
by succeeding letters attacking eai 
other among those who call themselve 











e who are. concerned 
p£ dia to uSe 4 positive and | ol 
constructive sense to help the nation | Mt 
recover and seek futurgstability, be- | fir | | 0 
cause it is the Khmer people who will | gust 1947: “You are free: you are free to 
carry the heaviest burden if the con- | goto your temples, you are free to go to 
flict continues. BUNROEUN THACH | your mosques or to any other places of - 
Political Science Department worship in this. state of Pakistan. You 
New York | Syracuse University | may belong to any religion Or caste or 
| creed — that hasnothing to do with the 
business of the state... There is nodis- 
crimination, no. distinction between . 
one community and another, no dis- | 
crimination between one caste or creed : 
and another. We are all citizens and: 
equal citizens of one state." | 
The 26 April martial-law decree of : 
President Zia-ul Haq places total re- 
strictions on practising or preaching of 
their religion by the Ahmedia commu- 
nity of Pakistan. This prohibits the 
Ahmedis from: calling themselves 
Muslims; calling their places of wor- 
ship mosques; using the traditional 
Muslim call.to prayer, and any "spo- 
ken, written and visible expres: 
Islamic terminology. The pu shment 
for these “crimes” is set at three years’ 
imprisonment and a fine. One cannot 
help but have sympathy for the people 
of Pakistan. SAY deserve better. i 
: Potomae, Me 















be. country’ s p Ee 
course Hanoi continues to d redit the 
.. Communist Party of Kampuchea in 
i order to stay in Cambodia. In contrast, 
Sihanouk saw the true picture of the 
be problem (LETTERS, 5 Apr.], saying that 
Uc Hi is not realistic to believe that one 






























































functions. and enhn | i economy 


ied a pe administrative ME for eid 








Applications are invited by the. a d 


(Life Insurance. Corporation ( f Bangladesh) 
for thePost of a wholetime Actuary, 
either a Bangladesh or a foreign 
national, on mutually. acceptable terms. 

. Actuaries qualified 5 
-from recognised institutions ^ 
having adequate experience 
may kindly send the 
applications to the Managing Director 
not later than the . 
August. 31,- 1984 - 
stating "besides other particulars, 
present age, nationality, 
experience and. 
minimum salary: expected. 

























> Soe a us 
Qualifications; | 


D University degree i in economics, , business or public administra- 
. tion. Extensive experience as senior government official re- 
sponsible for import planning, monitoring and control. Experi- 
|. ence in management of public procurement also desired. Long 
working experience in a developing country essential. Excellent 

knowledge of English required. Knowledge of Spanish and/or 
French would be an asset. 


. Geneva base with frequent advisory missions to developing 
.. countries. One year appointment with possibility of extension. 


ease write to: 



































Even as nuclear power is losing much of its allure 
in the industrialised WeStern nations, plant con- 
struction is reaching a crescendo in Asia and the 
major Western suppliers of plant and know-how 
are scrambling for a piece of the action. And even 
as Japan, Taiwan and South. Korea — the first 

Asian nations aboard the nuclear bandwagon — 

_ have second thoughts about their massive pro- 
_ grammes, new markets, notably that of China, are 

opening up. Although even more searching ques- 

tions (on relative costs, the interest burden and 

| the safety issue) are being asked, Asia's appetite - 

4: for nuclear power. is a long way from satiation, REVIEW correspondents 
|- report. Pages 44-52. Cover photograph of a reactor core Son of 
: Atomic Industrial Forum Ine: 




















E Reprosanintiveo from Hongkong’s » 
executive and legislative councils | 
return from Fong bloody but un- | 
E bowed. | 





d ten root tofr many 
qo of its problems. 
ao 12 TE a P 
| The communist: 'New. People’ s 

| A my posesa growing threatin the 


CAO r 
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roblem in India’s Punjab state. 











eem, $ announc ment of new 
troop withdrawals from ambodia | 
is greeted with deris on b Shina. 











Page 31 
The new Hongkong Bank building 
may set the style for the future. 


-The peaceful ov-diigteneso of Thai-. 
land and Laos is. broken nby a bor- 
der skirmish.. | | 
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and safety fears; 1... 4B | 

E — or dari ing . | M Pekingremes powering out of the | 

ky's the limit? _. 31 -steam age .—. T 
ion ota modest — Cheap butno so cheerful: Japan — 

[NP hinge Toe has a surplus to sell c. 50 

| Manila counts the days to switch-on zo Je 

: as debate ages cate n DM 

























| Austerity remains the theme of 
| Thailand's latest budget. | 


j| Page 58 


E Alienatio emerges: as a. major | 
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A surge of rumours starts a week. | 
of crisis for Southeast Asia's No. 1. | 
bank. 2 










Page 41 E 
A new man takes over the hot seat 
at indonesia's Pertamina. 

























Page 53 


A drop in rubber prices caus 
consternation in N alaysi sia 





Page 60 
China plans a public bond 
its first since 1949, int ne 
market. 


Page 63 






issue grt yes ie WC 
probably will be the 
time. 


iut or T 
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ard new vicious 
|I Pn o keep has been 


















: usn ot a leader of ine 
Hindu nationalist Shiv Sena, 
who had earlier made an in- 
lammatory speech in the 
"Khetwadi area of the city 
where Hindus and Muslims 
ashed on 21-22 June, result- 
gin one death and more than 
300 arrests. 
Shiv. Sena is-believed to 
eplayed a io in whipping 
"Muslim-Hindu tension. in 
wandi, a township near 
y. in May when com- 
nal violence broke out 
re and later spread to parts 
ombay . proper, leaving 
rly 260 dead. — MOHAN RAM 


traffic is heavy. In. the 
COH. of lee oe ake the 

























je youth was said to have 
killed for brandishing a 


s à suspicions icc ing 
er." The marshals 


gsm thay killed more 


onth period. = GUY SACERDOTI 
Lanka denies 
S men 


Indian statement that it has 
obtained the services of Bri- 
tish Special Air Services 
AS) personnel. India is re- 
ported to have taken up the 
issue with the British Govern- 
ment. A Colombo spokesman, 
Douglas Liyanage, said: “We 

e no SAS men here. Nor 
ve ever hired foreign 


“The Indonesian Government 
has reversed a. decision to 
block a proposed Australian 
diplomatie v visit. to East Timor 

| l ian Foreign | 
e visit | 





0. people. during a three- 


i Lanka has denied an, 





chairmanship 


human settlements and local 


erful 
~~ MERVYN de SILVA | 


_menis likely to accept the I 


tional cot 
July. 


off mounting anti-Indonesian 
feeling within the party and to 
alter 
policy which refuses to recog- 
nise the incorporation of East 
Timor into Indonesia. Anger 
within the party grew follow- 
ing reports of Indonesian ac- 
tions in Irian Java. The In- 


 donesians weakened Hayden's 


hand when they at first post- 
poned and then cancelled the 
proposed East Timor visit. 

— JACQUELINE REES 


Chun sacks South Korea's 
ruling party chairman 


South Korean President Chun 


Doo Hwan has sacked ruling 


Democratic ` Justice Party 


chairman Jung Nae Hiuk, al- 
legedly in connection with the. 


vast personal fortune Jung is 


positions over the past two de- 
cades. A former defence 
minister and chairman of the 
national assembly's defence 
committee, Jung had been a 
confidant of assassinated pre- 
sident Park Chung Hee. He 
was appointed to the party 
in October 
1983. — SHIM JAE HOON 


Few changes in 
Philippine cabinet 
The Philippine Government's 
new. cabinet, to be announced 
on 30June, may not turn out to 


be all that new. President Fer- | 


dinand ^ Marcos Kilusang 
Bagong Lipunan (KBL.) party 
endorsed the continuation of 


virtually all current ministers | 


in a caucus held on 25 June, 
except for four who lost their 
seats in the recent parliamen- 
tary elections. 

But sources say there may 
be a number of portfolio mer- 
gers — the ministries of ag- 
riculture and food; justice and 
the solicitor-general; natural 
resources and energy, and 
possibly the ministry of 


government. The last places in 
doubt whether Marcos’ pow- 
wife Imelda, currently 
human settlements minister, 

will retain a cabinet post. She 


has said publicly that she will: 


be out of the new cabinet. 


` «Prime Minister Cesar Virata 
is expected to retain his post, 
while Arturo Tolentino, one of. 


the more independent KBL 


Hayden is battling to hold | 


a crucial plank in Labor. 






said to have amassed «hie 
; | holding influential politieal 


to 


try. 


South Korea receives 
IMF seal of approval 


Followjng a visit to South. 


Korea in March, a team of In- 


ternational Monetary Fund 


| economists has released an 


annual report which remains 
optimistic about the country's 
ability to pay off its large ex- 
ternal debt. This exceeded 
US$40 billion at the beginning 
of this year. But the report ex- 
pressed concern at the high 
level of short-term borrow- 
ings in the country's foreign- 
debt profile, and also noted 


that South Korea may hàve to 


pay higher interest rates on its 
foreign loans in future owing 
the international debt 
crisis. 

While expressing Support 


for Seouls tight fiscal and 
monetary policies, 


the 
called for more deregulation 
of the banking industry, prais- 
ing the recent announcement 
by the government of a more 

liberal policv towards foreign 
banks operating in the coun- 
~~ PAUL'ENSOR 


Australian currency falis 
in expanded trading 


Australia's newly authorised 
non-bank foreign-exchange 
dealers had to cope with vol- 
atile trading and a weak Aus- 
tralian dollar on their first 
trading day on 25 June. The 
currency hit a 15-month low 
of 85.2 US cents, maintaining 


a free fall that had begun a. 
week earlier as the US dollar 
took another spurt. That drop | 
meant the Australian dollar’ 


shed about 3% over the trad- 
ing week. . 

Of the 40 foreign -exehahge 
authorisations just granted 
(Review, 28 June), the Reserve 
Bank, the central bank, on 22 
June gave formal approval to 
the 18 companies which were 
ready to begin operations im- 
mediately about half that 
number dipped their toes into 


the first day's trading. With: 


Australian ^ interest rates 
lower than those in the United 


States and the US economy 
surging ahead, there seems lit- | 


tle immediate support for the 
Australian currency. 
~~ EDNA CAREW 


Japan loan to boost 
Burmese infrastructure 


Japan has extended to Burma. 
a ¥4.3 billion (US$18.57 mil 


Hon) loan for fisca al uet to fi- 









IMF 














July. 


| tional Tea regent and. to 


put v. pee S. 
: seeking a similar understand- 
ing with Sri Lanka. The In- 
i dian teams discussa p. 





| 
F 
| 
Es 
mE 





and renovation of an indus- 
| trial and medical. alcohol 
plant. The loan will also be 
used for the purchase of. gen- 
eral and project-related com- 


 modities. A X980 million loan 


was also extended at the same 
time tó finance procurement 
of equipment and facilities for 
a nurses’ training centre being 
built in. poi with Japan- 
ese aid. ~M. C. TUN 


Thai state c ation 





wins favourable credit 


Reflecting the fact that Thai- 
land currently enjoys a highly 
favourable credit rating in the 
international banking com- 
munity, the Thal Finance 
Ministry has given a mandate 
to six foreign banks to arrange 


.à US$200. million loan syndi- - 


cation. on terms considered 
among the best ever received 
by a developing country." 


package, a 





which carries 





floating rate of 0.375 of à per- 
centage point over the London 
inter-bank offered rate, is ex- 
ted to be firialised in early 





The loan is ir the Electric- 
ity Generating Authority of 
Thailand, a large state-run 


corporation. The six foreign 


banks are Chase Manhattan ` 
Asia, the Hongkong and 
Shanghai Banking Corp., In- 
dustrial-Bank of Japan Asia, 
Mitsui Finance Asia, Morgan 


Guaranty and Orion Royal 
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india and China — 
discuss tea agreement 
A team of Indian officials is 
visiting China to draw up a 
joint approach to the Interna- 
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NEA WE: j d e Ss 
congressional misgivings about 
the dangers of US nuclear ^ 


| technology leaking from China to 
Pakistan have led toa re-think by- 


the administration over a 
proposed nuclear accord with 
Peking, sources say.such Sino- 
Pakistani cooperation might not 
be a one-way street. Sources at 
the US State Department say that 
while China probably has 
provided some assistance to 

. Pakistan, possibly even for 
military purposes, Pakistan may 
have provided Peking with help 
on centrifuge nuclear- 
enrichment technology, which 

may / have reached Pakistan in a 

n-straightforward 

son of Pakistan's top 

| rscientists worked in a 

“centr ifuge enrichment plant in 

the N Netherlands. 


-MISSING COMMUNIQUE - 
While Hanoi's failure to return 
the remains of eight United . 
States servicemen during | 
President Ronald Reagan’s trip 

|. to Hawaii disappointed his | 
administration, a new effort is 
being 3 made to press the 













Vietnamese to deliver the remains | 


soon. On 20 July, which is 
Observed as National MIA-PoW 
Recognition Day in the US, 

Reagani is PEN to address the 


EN THE WEEK 


HONGKONG 
The working group on the territory's fu- 
ture met for the first time in Peking. Three 
. unofficial members of the Hongkong exe- 
cutive and legislative councils (Umelco) 
arrived in Peking (21 June) Chinese 
leader Deng Xiaoping told the three 
Umelco visitors China would stand firm 
on its position, principles and policy on 
the future of Hongkong (23 June). The 
Umelco trio said that they had failed to 
convince Chinese leaders that there is a 
confidence crisis in Hongkong (25 June). 


ANDA — — 

.Poliee arrested 2.000 Hindu demon- 
strators as they marched on the British 
High Commission in New Delhi to protest 
news coverage of the Punjab situation by 
the BBC. The Indian Army arrested 156 

Sikh extremist suspects in Punjab. Prime 

^ Minister Indira Gandhi appealed for na~ 
„tional reconciliation with the Sikhs (20 
. June); The army arrested 30 more sus- 

pected Sikh extremists in Punjab (22 
J 
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ej). Mrs Gandhi visited the Golden | 
| tsar to. pay homage tof 


- its rial idan effort if the; 


ee rend fl ed gam ——————— RP 
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remains are returned before that 
date. Meanwhile, in a move to 
demonstrate that rewards 
accompany cooperation on the 
MIA question, Washington has 
donated 5,000 tons of rice to Laos 


as disaster relief. Laos and the US 


are in the process of negotiating 
the terms governing an American 
search team excavating a crash 
site in southern Laos. 


mi Indonesian 
| Economic Co- 
| ordinating 
| Minister Ali 
l Wardhana may 
Mo 


those She died in tighting there (23 June]. 
Indian paratroopers drove off a Pakistani 
military expedition in a recent battle in 
the state of Jammu. and Kashmir, the 
Tribune newspaper reported (24 June): 
The army was deployed in six suburbs in 
Bombay and 300 people were detained 
during an óutbreak of rioting there (26 
June). 


INDONESIA 

United Press International bureau chief 
Isabelle Reckeweg was. banned from 
working in Indonesia following an article 
she wrote about a troop buildup in East 
Timor, it was reported. The government 
indicated that Australian Ambassador to 
Jakarta Rawdon Dalrymple would be al- 
lowed to visit East Timor, government 
sources said (26 June). 


JAPAN 


Thousands of jepin leftwing | ng: 


onstrators protested against United 
States lans to e uip its Pacific fleet with 
| e of carrying nu- 



















| normal retirement age, which 


| Gen. Fabian Ver, Philippine 


—— 


| ing Democratic Justice Party chairman 


country has its own aims in 
ie economic area, but 


| stressing Indonesia’s active non- 


June). 






mission in late June. Each | 











forging closer ties, particularly i 











| Indonesian President Suharto is 











aligned and independent stance. 


NOT FADING AWAY E 
The issue of generals who stay on. | 
past retirement age in the Armed 
Forces of the Philippines is 
causing growing concern among 
frustrated lower-ranking officers 
and also some retired generals. © 
Out of a total of 107 generals, 
about 25 are known to have had: 
their service extended beyond the 










56, or after the officer has s 
30 years, whichever comes first. 
Among these are chief of staff 













Constabulary commander Lieut- 
Gen. Fidel Ramos, army | 
commander Maj.-Gen. Josephus 
Ramas, navy commander Rear- 

| Adm. Simeon Alejandro and air 

i force commander Maj.-Gen. 
Vicente Piecio. Apart from 

frustrating younger officers' 
ambitions, the extensions tend to 
create a situation | in which 























chief, President ‘erdinand 
Marcos — is replacing 
professional merit as the 
criterion, critics say. 


























President Ferdinand Marcos wife Im- 
elida resigned, at least temporarily, from. 
the government, it was reported. About - 
2,000.people held a demonstration in the . 
Makati financial district of Manila to call — 
for the resignation of Marcos (21 June). 
Twenty-five suspected criminals were 
killed by the reactivated special force of 
peace marshals in Metro-Manila, it was o o 
reported. The ruling Kilusang Bagong 1 
Lipunan party retained Cesar Virata as 
prime minister and appointed Nicanor 
Yniguez as new national assembly 
speaker (25 June). 


SOUTH KOREA 


President Chun Doo Hwan sacked rul- | | 


Jung Dae Hiuk, allegedly in connection 
with a vast personal fortune Jung is said to 
have amassed (25 June). 


SRI LANKA 
One person was. killed and iwo oth 
injured in student viol incein Colombo 









By Teresa Ma in Peking 


hina's de facto leader Deng Xiao- 
C has bluntly told three un- 

official (non-governmental) mem- 
bers of Hongkong's executive and 
legislative councils (Umelco) who vi- 
sited Peking at China's invitation that 
their representations were not accu- 
rate reflections of Hongkong people's 
wishes and anxieties. Such outright re- 
jection reveals equally the Peking gov- 
ernment's stubborn insistence that it 
knows what is best for Hongkong and 
its hostility towards these British ap- 
pointees who in the past months have 
created obstacles to a smooth conclu- 
sion of the Sino-British talks by mak- 
ing demands which are embarrassing 
to both London and Peking. 

Deng's deliberately curt, unsmiling 
reception of the three councillors on 23 
June, carried out in front of Hongkong 
journalists and TV cameras, was made 
even more pointed in its contrast with 
a jovial reception he had given only à 
day before to a group of Hongkong 
businessmen. 

Deng's calculated moves to discredit 
the unofficials in the eyes of the Hong- 
kong public — who have now witness- 
ed how both London and Peking 
turned a deaf ear to the unofficials' 
pleas — may be interpreted as an effort 
to stifle an opposition which will grow 
in popular support as the Hongkong 
Government is set to make the compo- 
sition of the two councils more repre- 
sentative of local people. The unoffi- 
cials' visit was also marred by the fact 
that their statement to Peking was 
withheld until after they had returned 
to Hongkong. The public attitude was 
tentative because Hongkong knew 
about the rude reception before they 
discovered what the delegation had to 
say. 

During the five-day visit (21-25 


- June), the three unofficials — Sir S. Y. 


Chung, Lydia Dunn and Q. W. Lee — 
reiterated their objective to "faithfully 
and truthfully" reflect the views, 
wishes and anxieties of Hongkong peo- 
ple. This, they claimed, they had 
achieved, but they admitted that they 
had failed to convince the Chinese 
leader during a 90-minute meeting 
that there is a confidence problem in 
Hongkong. 

While in Peking, the unofficials also 
met Ji Pengfei, a member of the State 
Council and director of the Hongkong 
and Macau Affairs Office, and Lu Ping, 
general secretary at the office and a 
member of the Chinese team in the 


10 


Sac Laon = M ind 
REGIONAL AFFAIRS 


Deng lashes a Umelco delegation and denies there is a confidence crisis 


Welcome to China! 





Sino-British negotiations. Discussions 
between Deng and the unofficials fo- 
cused on political issues such as the 
state of confidence in Hongkong, while 
the sessions with Ji and Lu were re- 
served for the specific proposals pre- 
sented by the unofficials. Sectional is- 
sues such as land title and nationality 
rights were not discussed, Chung said. 
The unofficials were accompanied to 
Peking by Yang Qi, deputy secretary- 
general of the Hongkong branch of 
Chinas Xinhua newsagency, which 
extended the invitation. 

At the Great Hall of the People, Deng 
greeted the three unofficials with 


E 





Chung meets the press: dogged reply. 


blunt remarks instead of the usual 
chit-chat about the climate or their 


hobbies. While cameras and micro- 
phones were recording the scene, he 
quickly set the tone by making the 
point that the three were there in their 
private capacities, to which Chung 
doggedly replied that they, “as unoffi- 
cials of Hongkong's executive and 
legislative councils," were honoured to 
be received. The official report of the 
meeting carried by Xinhua described 
the unofficials merely as "Hongkong 
residents. " 

Deng noted that the unofficials had 
many views to deliver and expressed 
willingness to listen, but immediately 
emphasised that the direction, position 






and policies of the Chinese Govern- 
ment on Hongkong's future were firm 
and unchangeable and that these were 
in the interests of the 5 million Hong- 
kong people irrespective of whether 
the people understood them. He also 
said that he had heard many opposing 
views but said he would not accept 
these as being in the interests of Hong- 
kong people. These remarks have 
raised doubts about China's sincerity 
in consulting Hongkong people on the 
acceptability of arrangements for the 
territory's future, which are being de- 
cided between Britain and China. 
Although Chung, Dunn and Lee 
were in Peking at the Chinese Govern- 
ment's invitation, Deng demonstrated 
his clear displeasure at their efforts to 
influence the outcome of the Sino-Bri- 
tish talks. "The Sino-British negotia- 
tions will not be subject to external in- 
terference," Deng said. “As for the so- 
called ‘three-legged stool’ situation, 
we only recognise two legs. There is no 
third leg.” The “three-legged stool” is 
the concept that Hongkong itself 
should have a place at the Sino-British 


talks on its future. , 
Although the three uniformly and 
firmly denied that Deng had 


humiliated them, Dunn admitted sur- 
prise "at Deng's initial reference to our 
individual capacity.” 


n their speaking notes for the meet- 
ing with Deng, which were publish- 
ed on their return to Hongkong, the 
unofficials expressed support for 
China's recovery of sovereignty over 
Hongkong in 1997; its plan to makethe 
territory a special administrative region 
(under Article 31 of the Chinese Consti- 
tution) to be run by Hongkong people 
empowered with a high degree of au- 
tonomy, and the pledge that the funda- 
mentals of the existing social svstem 
and free-market economy will remain 
unchanged for 50 years after 1997. 

But Deng refused to accept the unof- 
ficials' concepts of the state of confi- 
dence in Hongkong: that the people are 
worried that the territory's future ad- 
ministrators will be controlled by Pe- 
king and that middle- and lower-level 
cadres responsible for implementing 
the central government's policy over 
Hongkong will not tolerate its 
capitalist system and life-style and 
will interfere in local administration 
against central policy. They also told 
him that Hongkong people feared that 
a revival of the extreme Left on the 
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ave that the views 
and anxieties we describe 

the current state of. E in 
Hongkong,” Chung said, adding that 
Deng believed that there was no lack of 
confidence in Hongkong. Deng did not 
directly reply to the worries but reiter- 
ated that China would not despatch of- 
ficials from Peking to run Hongkong, 
though it will reserve the right to sta- 
tion troops in. Hongkong and to ap- 
point senior civil servants after they 
have been selected by Hongkong peo- 





ple. Deng said the arrangement 
whereby one country could embrace . 
both a capitalis socíalist system 


was designed specially to take account 
of Hongkong's circumstances and 
might become a pattern for the reunifi- 
cation of North and South Korea and 
East and West Germany, according to 
theunofficials' account of his remarks. 
The unofficials managed only to se- 
cure an assura from Ji that the 





the peius cou | 
on certain issues. would be revealed 
afterit was published, Ji told the three. 


The unofficials had also suggested 
that the basic law should be draft 
Hongkong by representative 
kong and Peking, and that ac 
consisting of Chinese people f. 
national standing and reputa! io 
should be appointed by China with the 
responsibility of monitoring or advis- 
ing the drafting and implementation 
of, and any subsequent amendments 
to, the basic law. Ji promised to cot 
sider the setting up of the drat 
committee after the agreement was 
made public and the setting up of an 
advisory body when drafting of the 
basic law began. 

Deng's refusal to accept the iof: 
cials' perception of the state of confi- 
dence in the territory was in marked 
contrast to remarks he was reported to 
have made to the other delegation in 
Peking at the same time — eight indus- 












trialists and merchants representing | 


the Federation of Hongkong Indus- 
tries; the Chinese Manufacturers As- 
sociation of Hongkong and the Hong- 
| al 







Is oa the Great. 1 


They puc that Deng said hé 


knew Hongkong had a confidence. 


problem but dismissed such fears. Ac- 
cording to a Xinhua report, “Deng said 
that the People's Republic of China has 
two traditions. ‘First, it just doesn't be- 
lieve. in fallacies and always remains 






Chamber of. Commerce. 7 
legation met Deng | thes 


i member. 


ere cognition’, T T 8, ;, Deng's 
n of the unofficials’ claims 
may havé kic directed at their right to 
speak for Hongkong people rather 
than the aceuracy of those claims. ; 
. Deng was quoted as saying that the 
Sino-British talks had dragged on for a 
long time and that an agreement would 
be initialled in September and signed 
by the end of the year. According to the 
commercial delegation, Deng. said 
those who would quality to administer 
Hongkong would. be patriots, Rowe 
who love China and Hongkong. : 


Chinese official who attended 
«the session between Deng and 
| the unofficials told the REVIEW 
that the agreement would have three 
parts. The first part would be a politi- 
cal statement on the transfer of sover- 
eignty and administrative rights in 
favour of China while the second 
would outline China's arrangements 
for posti Hongkong based on the 
1 nt ed 








fis 
IT DOESN'T MATTER WHETHER THE CAT IS BLACK OR WHITE, 
AS LONG AS IT OBEYS ITS MASTER 


kong university students in the sum- | litical institution in Hongkong may 





mer of 1983. The third section would | 
deal with the 13 transitional years and 
would establish the Sino-British Joint 
Commission. which is to be a consulta- 
tive body made up of British and 
Chinese foreign affairs officials. 

The source said the commission 


would oniar, Hongkong reserves, 






and methods 
* added 





ealing.: : 


that the commission “would have few 


members and would not be a superior 
body to the Hongkong Government. 
The source did not say how many peo- 
ple would sit on the commission or 
whether the governor of Hongkong, 
who is considered a member of the Bri- 
tish team in the talks, mous be a 
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sion was sti n being ; resisted b: 
tish side in the talks as it is 























possible “shadow governime 
could further weaken the te 
administration during the 133^ 
fore 1997. They said the C Chinese 
leaking information on their proposals: 
as. a propaganda tactic. 

Peking's rejection. of U mno as E. 


people $ pe es the ern = 
ory's political future will have an m- 
hibiting effect on people wanting — 
express their views and could furt 
alienate. Umelco, which has no ek 
toral support, from tbe public. Th 
may steer more groups towards vo 
their concerns to the local Xinhus 
fice, which acts as Peking s repre 
tative in Hongkong. 
While it is true that Umelco d 
represent the people of Hong} 
that unofficials are often er 
over the extent of their "ri 
speak for Hongkong people, 
efforts to demoralise the only : 





prove to s a destabilising factor in. 
Hongkong search for political 
sen ” Whatever the failings at 
the legislative and executive councils. 
and their unofficial members, the fac 
is that they are one of the pillars of th 
current political and economic set«u 
in Hongkong. | 

-Destroying their credibility or st 
ing confrontations with them | 
likely make a smooth transition. an 
the maintenance of the vaunted ' 
bility and LA more ditticu 
n it that in Pek 
















are slill ia confliét with the [ 
matism needed if Hongkong's inst 
tions. economic svstem and lifes 
are to be sustained. 








"he huge island of Mindanao in the 
southern Philippines is potentially 
-one of the richest areas in the country. 
The soil is sweet and the climate kind 
-for growing coconut and oil palm, rub- 
_ber, bananas, pineapple and sugar, not 
_to mention rice. There are deposits of a 
wide range of minerals — maybe even 
il — waiting to be exploited and the 
ffshore waters are so filled with 
marine life that local fishermen joke 
it thisisone of the few regions in the 
orld where fish die of old age. 
For the Philippine Government it is 
land of abundance which, given 
e and order, could be one of the 
strongest mainstays of the national 
'onomy. But tragically, law and order 
inue to elude Mindanao. And 
e the government grows increas- 
igly pessimistic about the prospects 
achieving real prosperity here, the 
ommunist Party of the Philippines 
'PP) and its military arm, the New 
eoples Army (NPA), are becoming 
bolder in their assault on this country's 
fft underbelly. 
ince the arrival of the Spanish con- 
stadores in the 16th century, Min- 
1a0 and the string of islands stretch- 
southwestwards through the Sulu 
to the coast of Borneo have rarely 
own a period of peace. Until com- 
































e authorities, whether the colonial 
; or the 18-year-old Manila re- 
President Ferdinand Marcos, 
| violent separatist | campaigns 
ne Muslims;.who now comprise 
yut jne-third of the region 's 12 mil- 
on inhabitants. But since about 1980, 
Muslim rebellion, spearheaded by 
e Moro National Liberation Front 
(MNLF), has reduced in intensity to 
the extent that it now constitutes only 
i minor irritant for the Marcos admin- 
tration. 

However, as the Muslim threat dies, 
more serious communist danger is 
pidly emerging. Although com- 
unist activities are largely confined 
o predominantly Christian areas, this 
ill comprises a broad sweep from 
orthern and northeastern Mindanao, 
n through the eastern part of the 
ind to the southern tip of South 
otabato province. Known areas of 
PA influence are growing by the 
ionth, infringing on the majority- 
Muslim provinces of Lanao del Norte, 
orth Cotabato and Sultan Kudarat in 
central Mindanao — and with military 
intelligence now reporting an NPA 
presence even on the Muslim island of 
Basilan, in the Sulu Sea. 





































aratively recently, the problem for 


By F et Tasker in Cagayan de Oro ! 





There has been much speculation in 
recent years about a degree of coopera- 
tion between the NPA and the MNLF 
in Mindanao. Military commanders in 
the region say there is evidence of a 
"modus vivendi" between the two. But 
MNLF chairman Nur Misuari, speak- 
ing at a press conference during the Is- 
lamic Conference Organisation foreign 
ministers meeting in Dhaka in De- 
cember 1983, said that whatever co- 
operation there had been with the NPA 
in the past was now over, because the 
communists were encroaching on 
MNLF areas (REVIEW, 22 Dec. '83). 

The situation is a headache for the 
Philippine armed forces. As the 
number of troops in the Muslim areas 
of western Mindanao and Sulu has 
been reduced over the past four vears | 
to "skeleton" strength, according to 
one senior officer, there has been a cor- 
responding “massive” build-up of 
forces to the north and east, so that 
nearly 80% of the Mindanao garrison | 
— 50% of the nation's armed forces — 
is now based in Christian areas. | 

During a tour of Mindanao and Sulu 
in early June, Defence Minister Juan 
Ponce Enrile confirmed publicly that 
the government considered the CPP- 
NPA problem in Mindanao to have in- 
tensified more than in any other part of 
the country. He also complained that 
while the Muslim rebellion was more 
orless a straight shooting war, the bat- 
tle to defeat the communist insurgency 
was more complicated and required 
more than mere bullets... 
























aa hile the MNLF campaign was 
carried out by fierce and well- 
equipped adversaries, the problem was 
not ideological," Enrile told Southern 
Command officers in Zamboanga City. 
The communist campaign affected 
"the hearts and minds of our people," 
and the government should handle it 
with caution. "If we fail, we will not 
only lose our lives as fighting men, we 
will lose the support of our people." 

Enrile added: "Although the final 
solution is not with us, we are the van- 
guard of the government's efforts to 
put together a programme of economic 
development, social development, that 
will perhaps provide a secure base to 
contain the political impact of this 
problem on our people." Standing by 
his side, southern commander Maj.- 
Gen. Delfin Castro agreed: "Some- 
times we make the mistake of just 
going for the NPA.’ 

Castro, who originally underwent 
Ranger training at Fort LI home 


d' in this appr oach PAN 
tially in recent years as the communist 
threat has increased. The diminutive 
commander used to spend nearly all 
his time in Muslim western Mindanao 
and Sulu, moving from his headquar- 
ters in Zamboanga City. But he told 
this correspondent that from the end of 
1982 and throughout the whole of 1983 
he based himself almost permanently 
in Davao City, on the eastern coast of 
Mindanao. 

. According to the military, there are 
now at least 16 communist guerilla 
fronts in Mindanao, though the NPA's 
mobility makes it difficult to put à fig- 
ure on their total numbers. (Manila- 
based diplomats put the NPA' s nation- 
wide strength as high as 10,000.) The 
first NPA presence in the region was 
detected in Zamboanga del Sur pro- 
vince, in western Mindanao, in 1973. 
The NPA is still active in the eastern 
part of the Zamboanga peninsula. in 
the mid-1970s the communists became 


active i in the Davao area, which is. now 


one of their main footholds. But since 
late 1982, the previously quiet areas of 
northeastern Mindanao, comprising 
the provinces of Agusan del Sur and 
del Norte, and Surigao del Sur and del 
Norte, have become the most serious 

MINDANAO: VULNERABLE 

TO COMMUNIST EXPANSION 





































|] Most active NPA areas 
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As the military cormandbs 3 see it, 
the CPP-NPA campaign is to build up 
the party and its mass base, and also 
the guerilla force of the NPA. While 
cadres — benefiting from the country’s 
current economic miseries and grow- 
ing unrest under Marcos’ prolonged 
rule — gain recruits among peasants, 
farmers and other remote rural-dwell- 
ers and infiltrate organisations such as 
trade unions, rotary clubs and profes- 
sional bodies to sow dissent in the 
urban areas, NPA guerillas ambush 
military patrols and kill police and 
Civilian Home Defence Forces 
(CHDF) — usually to seize their badly 
needed weapons and ammunition. 

Region 10, which covers seven pro- 
vinces in northern and northeastern 
Mindanao, is currently bearing the 
brunt of all these activities. The re- 
gion's unified commander, Brig.-Gen. 
Madrino Munoz, speaking in the Agu- 
san del Norte capital of Butuan City, 
gave this sombre assessment: "Peace 
and order here is expected to be con- 
tinually disturbed." Munoz head- 
quarters are in Cagayan de Oro, the 
capital of Misamis Oriental province, 
site of several important industrial 
complexes, including the Japanese 
Kawasaki steel-processing plant. The 
province is currently quieter than its 
regional neighbours to the east. 

Munoz estimated that there were 
eight NPA fronts in his region, or about 
1,000 armed fighters, 700 of them with 
high-powered weapons. A total of 112 
NPA guerillas had been killed between 
January and 31 May, matched by half 
as many military casualties. According 
to Munoz, the communists had a sup- 
port base of 20-25,000, and so far this 
year there had been 39 mass protest ac- 
tions, in the form of demonstrations, 
strikes and the like, compared with 61 
for the whole of 1983. The CPP and 
NPA. were continuing to gain strength, 
in his estimation, gaining ground par- 
ticularly among what he called the 
"petty bourgeoisie." 

It appears that communist cadres 
and NPA guerillas have moved into the 
area by crossing the Surigao Strait 
from the island of Samar, one of the 
communists’ bastions. Surigao del 
Norte, a mountainous province in 
which nickel and gold mining are the 
main economic activity, offers good 
terrain for the guerillas. 

In Agusan del Norte and Agusan del 
Sur provinces, where agriculture is do- 
minant, with their timber, coconut and 
oil palm plantations, many lower-paid 
workers complain about unequal land 
distribution and exploitative industries 
— a situation which plays into the 
communists’ hands. And overall, the 
remoteness of the rural population and 
high unemployment — 16% in the 
whole area, according to official esti- 
mates — among a highly literate peo- 
ple (85% literacy) makes the region 
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Troops on patrol in the south: a better image. 
fertile ground for the party's prop- 
aganda. 

In 1980, there was onlv one Philip- 
pine Constabulary (PC) battalion in 
Region 10. Now, Munoz commands 
nine battalions, including one battal- 
ion of marines. Apart from trying to 
harass the insurgents militarily, the 
army here has also been set to win 
hearts and minds by engaging in civic 
activities: building roads in remote 
areas, helping farmers, holding 
parades and musical concerts, and dis- 
tributing government propaganda 
leaflets. 


he pattern appears to be that when 

the army moves into a remote area, 
people previously considered to be 
part of the communist mass base begin 
to feel less isolated and vulnerable, and 
many are won back to the govern- 
ment's side, however temporarily. Ac- 
cording to official figures, 2,100 com- 
munist sympathisers in Region 10 took 
the oath of allegiance to the republic in 
the first five months of this year. 

However, the armed forces are hav- 
ing an uphill job improving their image 
among people who have heard of mili- 
tary abuses, even if they have not ex- 
perienced them personally. This is the 
problem for the military throughout 
Mindanao, where large concentrations 
of troops have been based for the past 
decade. One of the main reasons the 
three battalions of marines have 
proved popular since they arrived in 
eastern Mindanao in early 1983 is that 
they do not take advantage of the resi- 
dents by stealing and inflicting physi- 
cal harm. 

Bukidnon, one of the provinces in 
Region 10, was considered a law-and- 
order problem area while the 57th PC 
battalion was based there because of 
the notoriously bad behaviour of its 
men. But since it was disbanded two 


years ago and replaced by an army 


light-infantry battalion, the province 
has been comparatively free of com- 
munist activity. 

It is a similar, though less intense, 
story of communist activity further 










south in Region 11. The area comprises 
five provinces of eastern and southern 
Mindanao, with two cities including 
Davao City, one of the country’s most 
prosperous Cities and its third largest 
port. Much of the communists ac- 
tivities centre on the two Davao pro- 
vinces, rich in banana, pineapple and 
coconut plantations, and the city itself. 
The city which, because of its vast land 
area makes it physically one of the 
largest in the world, is suffering from 
almost daily attacks by NPA "sparrow 
units" three-man liquidation 
squads — which target on the security 
forces, mainly policemen, often in 
broad daylight. 

An unofficial tally by local newsmen 
gives a total of 56 security officials, 
nearly all of them policemen, killed by 
such units from January to June. The 
problem is so serious that many traffic 
policemen — a favourite target of the 
sparrow units — refuse to go on duty, 
and the situation is having a de- 


stabilising effect on the city residents. 


This is made more acute by the fact 
that securitv forces, again mainly the 
police, are known to carry out execu- 
tions of their own, known as "salvag- 
ing." 

The communist campaign here ap- 
pears aimed at disrupting the previ- 
ously thriving, export-oriented econ- 
omy. Huge tracts of plantation land are 
in the hands of relatively few owners, 
and poorly paid, disgruntled workers 
have proved receptive to communist 
propaganda. Countering the insur- 
gents are six battalions of troops, in- 
cluding two marine battalions, under 
the command of Region 11 commander 
Brig.-Gen. Jaime Echeverria. There 
are also two independent Scout Ranger 
companies, which enjoy a reputation 
second only to that of the marines as a 
disciplined, tough and responsible 
fighting force 

Echeverria estimated that there had 
been 81 encounters with the NPA so far 
this year, with 208 guerillas killed 
compared with 122 military casualties 
But he claimed that his task was still a 
"police action," and that the NPA was 
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lowlands, it contests outright the pro~ 
fessional resourcefulness of the con- 
summate military strategists.” 

New areas for NPA operations are in. 
North and South Cotabato provinces, 
Sultan Kudarat and Lanao del Norte, 
all previously considered to be areas in 
which only Muslim rebels operated. 
fficial military estimates put NPA 
migth in these areas at 400, operat- 
ainly along boundaries with the 



















es. In South Cotabato, 38 guerillas 
^. reportedly killed between 









aty personnel, and in the other 
inces the tally over the same 
od was 23 NPA killed. According 
Er 12 commander Brig.-Gen. 
r Tapia, based in Cotabato City, 
nmunist insurgents in North 











à be advancing rapidly." 


arall, some military commanders 
in thearea admit that the build-up of 
amunist influence in Mindanao is 
ig on serious dimensions. Several 
-ranking CPP officials are now 
ght to be in Mindanao, led by 
el Baylosis, a University of the 
ippines graduate who has been 
ed 
ian of the party's Mindanao 


| secretary-general. 
[any residents are understandably 
ightened. When Enrile held meetings 
1 local officials and others during 
s Mindanao-wide tour, the one re- 
est which he received over and over 
in in communist-affected regions 
was for guns more and better 
apons for the CHDF, who are large- 
y equipped with carbines — and any 
orm of gun for local government offi- 
$, ostensibly for. self- -protection. 
"he minister had to be careful in his re- 
ies, given the ease with which the 
PA often disarms CHDF troops, and 
efact that some local officials proba- 
wanted arms for political rather 
nsecurity reasons. . 
Enrile also stressed during his talks 
t he expected military officers to 


all ways, 


any officers during the eight-year 
nartial-law period. 





ate the Region. 1 Unified . 
ar anniversary, 
zerria p the fms 


Hen "Charecterisod 
"extensive mountain ranges and an. | 
uneven distribution of plateaux and. 


ominantly Christian eastern pro-. 


lary and 31 May, with the loss of 22 , 


guth Cotabato were “considered . 


by military intelligence as the. 


nission, as well as the party's na- 
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erate fully with civilian officials | 
including counter-in- | 
rgency activities, so as.to counteract | 
e of the arrogance. ingrained in. 











ng is facing his most 
plicated political problem since he 


i took office almost three years ago. He 


has to reshuffle his cabinet, but more 
than a month after key party elections, 


when almost all his supporters were 
| returned. to. office; 
move. And it is obvious now that, with. 
who. were. 
beaten were not destroyed. The main - 


he hàs made no 
rare "exceptions, , those 


problem centres on Finance Minister 
Tunku Razaleigh Hamzah, who made a 


second bid for thedeputy presidency of 
the party and was again beaten by De- | 


puty Prime Minister and Home Minis- 
ter Datuk Musa Hitam. — . 
Razaleigh's supporters claim that he 
was ready to resign his cabinet post 
after the voting and that he offered his | 
resignation to the prime minister. 
However, Mahathir, it is said, asked 
Razaleigh to wait. The worry is that. 
Razaleigh's departure will create 
problems, quite apart from the fact 
that it will rob the government of a 
very successful finance minister: 
» Razaleigh was the man who broke 
the hold of the theocentric Party Islam 
(Pas) in his home state of Kelantan — 
^as had ruled the state from 1959 to 
1978 — and delivered the state to the 
United Malays National Organisation 
(Umno), the dominant. member of the 
ruling National Front. Pas is still very 
strong in Kelantan anda split in Umno 
in the state could well mean the return 
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Minister D Datuk Seri M aha thir | 












of Pas, a prosp E that. dadismaying for 


Umno, which now controls e every state 
“in the peninsula. : 


» Although Razaleigh lost to Musa, he 
still polled 501: votes, or.about 4096 of 
the total, showing for the second time - 
that he has a constituency that. cannot 
be ignored. . | 

» He has at: least three colleagues it in 
government; including... Agriculture 
Minister Datuk Manan Othman, who 
back him and. who.come from the sen- 
sitive East. Coast.states.of Kelantan. 
and Trengganu where Pas is strongest. 
His departure would mean. their de- 
parture as well. It is now being © 
rumoured that if. Razaleigh i is dropped : 
from the cabinet, the others will also be 
dropped. They might then resign their 
par liamentary. seats, don ‘cing by-elec 
tions in these- j8;::f0 gov 
ment's consid 








Umno Supreme Council, J Chief. 
Minister Datuk Ajib Ahmad and Fed- 
eral Territory Minister Datuk Shahrir | 





Samad, would.: be to give Razaleigh © 
another ministry. Both men, who are . 
staunch supporters of Musa, stress that- 
they are not by any means recommend- | 
ing such a move, but say that it would 
be one way out. of. the dilemma for. 
Mahathir. But Razaleigh dismisses this 
and told the REVIEW he wol d aeettle. for... 
nothing less that the ini 
and some kind of appo 












Preparing for a poll 
The government creates new constituencies 
and names new candidates, increasing poll fever 


By Lincoln Kaye 
he political apparatus. of eiae. 


pore's ruling People's Action Party | 


(PAP) has perceptibly quickened its 
pace, prompting. observers, to. revise 
forward their general election: fore- 
casts. from December. to as early as 


Cheong has reset selection of the PAP's 
16-member central executive commit- 
tee for shortly after National Day (9 
August), rather than in mid-November 


as originally planned, to allow: ' more. 


latitude in planning for the election." 


announced. 





|. September. Party chairman Ong Teng |- 


al i He e ien ook: iss 
More new PAP canoes Ea been | of. -parli 


Meanwhile, ieee wards TU 
been redrawn with three inner-city- 
constituencies: merged into neighbour-- 
ing districts and seven new constituen- > 
cies Breated. in utlying puami: es 
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they gained during the election cam- 





tan who can hold the local party to- 
gether. Razaleigh's detractors, how- 
ever, have begun a campaign to cut 
away his base and have already called 
for his replacement as state party 
chief. The man being canvassed for this 
post is Kelantan Chief Minister Datuk 
Mohamad Yaacob, a one-time federal 
minister and the first Umno chief 
minister of the state. 

Mohamad, who was at first uncom- 
mitted, has come out strongly in favour 
of Razaleigh, even though at least two 
of the 12 divisions in the state oppose 
Razaleigh’s continued leadership. The 
Umno Youth movement in the state has 
also come out strongly in favour of 
Razaleigh continuing as chief. This 
split, while not yet serious, is worrying 
for Umno officials because many 
Kelantan Umno men were Pas sym- 
pathisers before joining Umno in the 
1970s after Pas came into the National 
Front for a brief period (1974-78). 


he second problem centres on 

Foreign Minister Tan Sri Ghazali 
Shafie, who failed to win a party post 
in May. While sources within Umno in- 
sist that he will be dropped and possi- 
bly replaced by Trade Minister Tunku 
Ahmad Rithauddeen, the timing of his 
departure is posing problems. Foreign 
Ministry sources say he will chair the 
first meeting of the Asean standing 
committee when Malaysia takes over 
the chairmanship on 15 July. If the 
cabinet is reshuffled before that date, 
the Malaysian chairman would come 
to the post cold. For this reason, ac- 
cording to one source, Ghazali is likely 
to be retained in the cabinet for at least 
six months. 


sition might make. As for the earlier 
election date, Jeyaretnam said: "We 
[the opposition] haven't been sleeping” 
and expect to make healthy gains in 
the polls whenever they come. 

The next scheduled school break, 
during which school buildings could 
be used as polling places without dis- 
rupting classes, is due in September. 
Faced with the possibility of a slow- 
down in Singapore's trade-dependent 
economy late in the year, the govern- 
ment might prefer to get the elections 
over with as early as possible. 


ast time the executive committee 

line-up was changed, in 1982, four 
founding members (including Deputy 
Prime Ministers Goh Keng Swee and 
S. Rajaratnam plus outspoken back- 
bencher Toh Chin Chye) stepped down 
to make way for "new blood." More 
transfusions of younger talent are pre- 
dicted for this year as the party culti- 
vates its "second generation" leader- 
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Other changes could include giving 
Rithauddeen, who also lost in the party 
elections, a temporary berth in another 
ministry until his home state of Kelan- 
tan is in firm hands. While Rithaud- 
deen is widely regarded as a man with- 
out enemies, there is little reason to 
think that he could run the state Umno 
machinery successfully. 

The need to move these senior minis- 
ters along to make way for young party 
officials is now seen as urgent. (The 
resignation of Welfare Minister Datin 
Paduka Aishah Ghani as of July clears 
only one spot and the women's wing of 
Umno has demanded that the job must 
go to one of the women on the supreme 
council. The choice is likely to fall on 
Deputy Information Minister Rahmah 
Othman.) 

Many young officials such as Deputy 
Education Minister Khalil Yaakob, 
who topped the polls in the party elec- 
tion for membership to the supreme 
council, are showing signs that they 


ship. (The PAP has minted com- 
memorative medallions to prepare for 
the phasing out of party stalwarts.) 
Meanwhile, the party has named 
four new candidates — bringing the 
total to 16 out of the 20 it is expected to 
field this year — amid serialised press 
accounts of the PAP candidate-selec- 
tion process. Drawing on a pool of 
about 2,000 of those considered eligi- 
ble (determined by academic qualifi- 
cation) in their 30s and early 40s, the 
party puts them through a series of 
high-pressure grillings and psycholog- 
ical tests, according to the press fea- 
tures, with no fewer than 30% of those 
approached reportedly withdrawing 
their names from consideration before 
the second interview. So far the new 
PAP aspirants have not been assigned 
constituencies, except for Ng Pock 
Too, a political secretary in the office 
of Prime Minister Lee Kuan Yew, who 
will spearhead the PAP drive to unseat 
Jeyaretnam in his Anson constituency. 





paign. A second candidate for a minis- 
try is Abdul Rahim Bakar who, like 
Khalil, is from Pahang. He managed to 
get back into the centre after having 
been forced to quit the chief minister- 
ship of the state in 1981. If these two 
are to get into the cabinet it is almost 
certain that Ghazali will have to go, 
since he is also from Pahang. 

Even more difficult is to decide what 
to do with the two contenders for suc- 
cession to the top — Culture, Youth 
and Sports Minister Anwar Ibrahim 
and Minister in the Prime Minister's 
Department, Datuk Abdullah Badawi. 
Both are vice-presidents of the party, 
Abdullah having been elected direct 
and Anwar ex-officio as Umno Youth 
president. The speculation is that 
Anwar will go to education — a crucial 
portfolio a few years ago and coming 
into its own again as Islamic education 
grows into a national issue. Abdullah 
has been tipped to take over trade and 
industry, again a crucial portfolio as 
Mahathir's vision embraces a highly 
industrialised society in the shortest 
possible time. 

There are conflicting views about 
which of these two Mahathir and Musa 
see as a potential prime minister. Both 
contenders have made it clear that they 
are Mahathir men, and neither of them 
made public commitments to either 
Musa or Razaleigh during the battle 
for the deputy presidency in May. 
While it is widely believed that Abdul- 
lah is favoured by Musa, the deputy 
prime minister has made no move to 
confirm or deny this. 

Mahathir's problem now is to juggle 
with the powerful men he has 
groomed. Unlike many Third World 
leaders, he has no shortage of talent. 
Indeed, the problem is an embarrass- 
ment of choice. It is already being said 
that he has waited far too long after the 
party mandate. Speculation on the 
date of a possible cabinet shuffle varies 
from 6 July to early August, after the 
two-week session of parliament begin- 
ning on 16 July. 

Despite all the speculation, there 1s à 
school of thought which maintains 
that Mahathir will opt for minimum 
change. It is pointed out that while the 
prime minister is seen aS à man in à 
hurry on almost every other issue, his 
three-year track-record on cabinet 
changes is different. Despite the pres- 
sure, he retained Razaleigh as finance 
minister in 1981 and he kept Ghazali 
though it is well known that there is 
little love between them. While he was 
severe in his criticism about dead wood 
in the cabinet when he was outside the 
party, he has shown that he is well 
aware of the need to hold the party to- 
gether and has held on to men who 
have served the party well. This school 
of thought maintains that only four 
people wil be dropped from the 
cabinet: Razaleigh. Manan. Ghazali 
and Aishah Ghani. Oo 
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‘By John McBeth in Bangkok 
poss because of. their similar 
W ethnic backgrounds, Thailand and 
. Laos have managed to co-exist with- 
. gut too many problems since the com- 
 munists came to power in Vientiane 
nine years ago. Now and then a wrinkle 
has appeared in the relationship, usu- 
ally in the form of an armed exchange 
across the Mekong river. In thesecases, 
Thailand has responded by closing 
rder crossing-points, either tem- 
orarily or in some cases permanently, 
nd a war of words has persisted for 
everal weeks. 

The latest conflict between the two 
ides, however, sees the introduction of 
new element into the equation 
lement which may make a solution 
iore difficult. This time, the problem 
s not on the Mekong but on a remote 
tretch of the land border where the 
ao province of Sayaboury meets the 
hern Thai province of Uttaradit. In 
ite June Vientiane was accusing Thai- 
id of firing artillery across the fron- 
rand Thai intelligence reports were 
8] eaking of a buildup of Lao troops in 





| The Lao Government has so far re- 
fused to enter into negotiations and 
Thai officials, suspicious of two suc- 

essive Lao and Vietnamese state- 
ents which attempt to international- 
e the dispute, have accused Hanoi of 
ing to stir up trouble between Vien- 
ne and Bangkok in an effort to dis- 


ambodia. Thai National Security 
ouncil secretarv-general 
oonsiri made that feeling clear when 
e told a 22 June press conference: 
Vietnam's involvement proves 
bevond doubt that the leaders of the 
| Lao Government in Vientiane are 
` being used as a tool." 
. The dispute centres on the three 
small border villages of Ban Savang, 
Ban Klang and Ban Mai, which have a 
combined population of about 1,800, 
engaged in mainly subsistence farm- 
Ang. Ban Savang and Ban Klang both 
appear about a mile inside Thailand on 
j rican and Thai army survey maps, 
i though the much larger. Ban Mai 
addles the border, where 2,000-ft 
give way to an area of rice-grow- 
atlands, the Thais say 322 
lies live on their side and only 10 
‘on the Lao side. None of the villages 
has proper road access, but the in- 
habitants have traditionally relied on 
the small Thai settlement of Bo Bia, a 
few miles away, as the source of daily 
necessities. 
According to Thai accounts, the 











ct attention from its problems in. 


Prasong 


cer over their land border i in the mountains 





ing a 


^s 


trouble began in March when Lao 
troops intruded four miles into Thai- 
landin an attempt to hold up construc- 


tion of a feeder road which is planned | 


to link Sa district of neighbouring Nan 
province' with Bo Bia, passing through 
or close to the three disputed villages 
on its path south. The Thais initially 
described the road as strategic, but 
since the conflict erupted they have 
been stressing the importance it will 
have on development in the area — 
ironically once a key infiltration route 
for Communist Party of Thailand 
guerillas who occupied base camps in 
sayaboury until they were evicted by 


BORDER SKIRMISH 


REVIEW MAP by Frank Tam 


Lao authorities in 1979 for refusing to 
change their pro-Chinese line. A simi- 
lar, but much more ambitious road is 
now nearing completion further north 
linking a string of Nan border villages 
which a few years ago could be reached 
only by helicopter. 


Le reinforcements ultimately oc- 
cupied the three villages and moved 
in 105 m.m. artillery pieces and 12.7 
m.m. anti-aircraft guns, claiming they 
were merely securing control of Lao 
territory. But though the communist 
soldiers clashed with a Thai Border 
Patrol Police and paramilitary Ranger 
unit north of Bo Bia on 15 April, it was 
only after a more serious incident 


_ five weeks later in which five combat- 
ants were wounded that Thai 3rd Army E 
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1 troops, bas y armoured per- 
sonnel dan "ers, ock back the villages 
without any apparent opposition. The 
same day, Lao authorities made their 
first protest to Thai Ambassador Som- 
pong Faichampa and 72 hours later 
Vientiane radio began a series of stri- 
dent attacks on what it called “ultra- 
rightist reactionaries in the Thai ruling 
circles." 

The war of words between the two 
neighbours has continued since 9 June, 
but it took a new. and significant turn 
on 13 June when Lao broadcasts linked 
the border incident with Thai assist- 
ance to Cambodian resistance forces 
and also with alleged Chinese attacks 
along Vietnam's northern border, con- 
tending that the situation in the region 
had become more tense since the visit 
to Peking in May of Thai supreme com- 
mander and army commander Gen 

Arthit Kamlang-ek. 

Within 24 hours. 

Vietnam had joined 
the fray, accusing 
the Thais of using 
aircraft, . artillery 
and | infantry - in 
“nibbling attacks" 
on Lao territory. 
Hanoi also made 
much of  Arthit's 
visits to Peking and 
the United .States 
and said that these. 
together with deve- 
lopments along the 
Laos, Cambodia and 
Vietnam borders, re- 
presented. proof of 
Bangkok's collusion 
with "hegemonistic, 
expansionist — and 
imperialist forces, 
against the indepen- 
dence, sovereignty 
and territorial inte- 
grity of the In- 
n dochinese coun- 
tries. 

Thai officials were understandably 
furious at Vietnam's intervention. In 
the toughest statement to date by a 
Thai official on the border disbute. 
Prasong — who is not known to mince 
words — accused Hanoi of trving to 
drive a wedge into Thai-Lao relations 
and seeking to turn international at- 
tention away from Cambodia. Mean- 
while, Vientiane has refused to enter 
into negotiations with Bangkok until 
Thai troops are withdrawn uncondi- 
tionally from the three villages: 

In essence the: dispute itself is little 
more than a storm in.a teacup. But 
from the Thai point of view, Vietnam's 
role in the affair has lifted the. stakes 
and made it yet another. .small 
sideshow.to. the wider political trug- 
gle between: H 












SAUDI RIAL Saudi Arabia and Japan. 
Two real trade opportuni- 
ties for EE Ae ( 

Saudi rial and Japanese 
yen. Twó foreign exchange 
roblems handled E: 
be Banque Indosuez tor 
companies throughout the 
world, thanks to its strong 
presence in these two 

countries. 

Banque Indosuez owes 
its efficiency to a network 
covering 65 countries with 
roots going back in some 
cases to the last century. 

Saudi rials, yens, francs, 
dollars, marks, liras... Ban- 
que Indosuez traders are 
specialists in international 
financing and foreign ex- 
change, offering expert 
assistance in the most com- 
plex transactions. 

French international 
bank with human dimen- 
sion, a reliable partner ai- 
ding business to expand, 
providing trade and ex- 
pen financing: Banque 

1dosuez opens up a whole 
world of opportunities. 


BANQUE 
INDOSUEZ. 
A WHOLE WORLD 
OF OPPORTUNITIES. 
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COME TO SHERATON 


> 


Knowing where you're going is 

í knowing where to stay. In the 
Gulf and around the world, that 
can only mean Sheraton Hotels. 
Where the art of hospitality 
finds new expressions of 
excellence. And sensitivity to 
the needs of the business and 
leisure traveler results in à 
superior guest experience. So 
in the Gulf, when you know 
where you're going, come to 
Sheraton to stay. 








Hotels, Inns & Resorts Worldwide 


Sheraton also has fine hotels in the United States, Canada, The hospitality people of ITT 
the Caribbean, Latin America, Europe, Africa, the Middle East, korenin GA iaon, coll vour 
India, the Far East, Australia and New Zealand. nearest Sheraton Hotel, Reservations 


Office. or your Travel A t 
$1984 The Sheraton Corporation yo gen 
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~ All this was strictly for th 


of the Hongkong media. For fi themselves posted to China or senton | | 


respondents were not allowed. The | trips there with the specific aim of lontgomery Ong ao 
nervousness of the trio did not help, 


achieving. this romantic feat. And | satisfied with his efforts. The se 
nor did it help that the. Cantonese er nationalities have: done the | boys in-ti ose days must h: 
speaking Hongkong people neede “same. Day-to-day contacts with E aat ur | en Nos as one : 
an interpreter. Such is the gap be- | do 
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-are said to get | 























“young Chinese women are not hard to 
tween imperial Peking and the up- 


arrange: with interpreters, waitress- | 
start southern city. Poor Sir S.Y.| es or barmaids in the new Western- 4 
. didn't even manage a breakthrough | gt 


style hotels, forinstance. ^ 
with a spirited bit of local And very often the waitress turns 
"nationalism" — the tie he wor : for. 


- out to be more high-born than this | 
| the encounter was emblazoned E: ofession would norm indicate: | ^ 
l|. “Hongkong” written in C | . : ae | 







































: ` cha racters. Not being yet sufficie . such job 
| “modernised” — unlike Premier | arduous 
| Zhao Ziyang — to join the suit-and- | 
| tie brigade, Deng was perhaps un- | 
| aware of the symbolism that the tie, “| St 
. old school or not, can carry. — p 
> While Deng's people have been 
| learning from American media man- 
. agers, the Hongkong trio were show- 
| ing a more typically Hongkong en- 
 trepreneurial attitude. They told the 
crush of visiting reporters, among 
. them the REVIEW's Teresa Ma, that if 
. they wanted a press conference they 
| would have to arrange a room in the 
. Jianguo Hotel in which to hold it. 
| They did. | 
| © DENG managed to symbolise 
. everything which causes anxieties in 
. Hongkong — though he claimed not | 
| only that he was well informed about. 
| what has happened in the territory | consider it o attest. If 
|, but that no real anxiety existed | the marri es place : ding 
FU vhich gives ; a good indication of the | there will be weeks of. anxious wait- | 
validity of the information about ing before the. Chinese partner is | 
: public opinion being fed back to Pe- grudgingly. issued . with a Passport 
king by the Hongkong branch of the | and exit visa. . | 
official Xinhua newsagency and There are other, cultural pro 
other government representatives) | too. One. Chinese ‘girl from 
He said that China's "direction, | married into a Jewish f in a | Jer bette E "E 
position and policies" on Hongkong foreign country. Her first tasks were | name that's close, but hardly moi 
were “firm and unchangeable” (which | to learn Hebrew and to improve her | watering: | vo 
makes a mockery not only of any- knowledge of. the. language of the sii 
one attempting to make represen- country. Then. her husband was 
tations to Peking but makes a farce of | posted to work in. Portugal. “What?” 
the Sino-British negotiations, too), | the. bride asked in horror, "another 
and went on to reject the idea of a foreign language to learn?" | 
“three-legged. stool," thus denying | € .MANY Chii ( 
^ the people of Hongkong the right to| national or. m 
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Hundreds of people trek into Bombay every day, risking living 
in squalor because of the chances the city offers them 





By Michael Specter in Bombay 
"I got some great 
PsN WT cocaine, man. You 
want some coke?" A 

CROWDED wiry young hustler 

has stumbled upon 

CITIES Æ foreign visitor to 

his city. "No, you 
don't want it? OK. I got the good 
marijuana, hashish — just around the 
corner." Sensing a lack of interest, he 
tries another approach. “You want a 
girl?” he asks cheerfully. “I got a really 
great girl." No response. Undeterred, 
he presses on: "You want a boy?" his 
voice rising slightly. No luck. “OK, 
then," with an air of finality, "just give 
me five rupees.” 

At first that conversation seems out 
of place in Bombay. In New York or 
Paris, certainly; in Bangkok too, 
perhaps. But Bombay? Teeming, 
shapeless, poverty-stricken — at first 
glance, the enormous energy of the city 
takes a visitor by surprise. Bombay is a 
city that lives by its wits; vitality rises 
out of even the most desperate slums. 
There are vast communities of huts 
made from anything that can be 
brought to hand: old packing cases, 
pieces of corrugated tin and shreds of 
burlap sack. Millions sleep in the 
street. But almost nothing seems hope- 
less in Bombay. 

From bhel-puri vendors selling their 
crispy snacks along the arching prom- 
enade of Marine Drive to wealthy mer- 
chants living in the high-rise luxury of 
Malabar Hill, Bombay ripples with 
possibility. All great cities, particu- 
larly those in the developing world, 
have wide gulfs between their rich and 
poor. But perhaps none is more strik- 


ing than Bombay's. It is by far the rich- 
est city in India, yet fully half its popu- 
lation must struggle to stay alive. It 
pays more than a third of the nation's 
taxes and generates a quarter of its 
foreign trade. But as its wealth in- 
creases so does its squalor. The search 
for prosperity brings an average of 300 
new families to Bombay every day — 
and most of them are destitute. 

The population of Bombay has in- 
creased eightfold in the 20th century. 
More than a quarter of its 8.4 million 
residents have arrived during the past 
decade. The island city — a narrow 
strip of land reclaimed over centuries 
from the Arabian Sea — which forms 
the commercial heart of Bombay has 
been completely saturated, so sprawl- 
ing suburban slums have risen to the 
north. Much of that land lacks even the 
most rudimentary amenities, and the 
mushroom growth of the city's popula- 
tion has put an unbearable strain on 
city services which are regarded as the 
best in India. 

"How do you keep success from 
strangling a city?" asked M. L. Pania, 
Bombay office director of the United 
Nations Development Programme. 
"The whole country wants to be here, 
and why shouldn't it? We have more 
jobs. and more opportunity. In a vil- 
lage, if your crop fails you die; here you 
can be a hawker, or a bootlegger or 
even become an international film star. 
Four million people live in hovels not 
fit for animals, but it is the city of hope 
and dreams." 

Although rapid population growth 
has angered many middle-class citi- 
zens who have seen the quality of city 


Gateway of India; suburban street sleepers. 
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City of poverty and hope 


services diminish over the years, as 
long as Bombay generates wealth it 
will remain attractive to people with 
nothing to lose. Still, rising expecta- 
tions have caused tension within the 
city, and many people feel that the 
growing disparity between rich and 
poor in Bombay was at least partly re- 
sponsible for the severity of the recent 
riots in the city. 

Housing is generally acknowledged 
to be Bombay's biggest problem. But 
slums are not the only concern and sol- 
utions are elusive. City officials say 
that at least 65,000 new housing units 
are needed each year, but they can af- 
ford to construct only 15,000. Rent 
control prohibits landlords from in- 
creasing rents beyond the rates of 
1947. This keeps most of them from 
making enough money on their prop- 
erty to provide decent services to ten- 
ants. Thousands of rambling old homes 
have fallen into disrepair and many are 
eventually abandoned by the owners to 
deteriorate even further. 


Rz: control has allowed many peo- 
ple who would be destitute to keep 
a roof over their heads, but it also has 
created great inequities. Dozens of 
the finest homes in the city are occu- 
pied by successful people who pay al- 
most no rent. "We pay Rs 250 [US$23] a 
month for 3,000 sq. ft,” admitted a 
young professional woman, who lives 
with her husband in South Bombay. 
“For us it’s no money at all, but when 
my grandfather lived there he was con- 
sidered a very rich man to be able to af- 
ford it.” 

It is commonly assumed that only the 
poorest segments of society occupy 
slums, but in Bombay that is only 
partly true. Scarcity has forced many 
people who could afford decent hous- 
ing to live in hovels. According to the 
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Bombay Municipal Corp., at least 15% 
of the city's slum dwellers could afford 
to live elsewhere and they gladly 
would if an alternative was available. 

At the moment, the situation in the 
suburbs — where solutions to over- 
crowding could be found — is worse. 
Almost without exception, they have 
been created as massive slums. Prop- 
erty prices on the island of Bombay, 
where almost every significant corpo- 
ration in India has an office, have be- 
come so expensive that only the truly 
wealthy can now afford to think of liv- 
ing there. 

Most new residents flood the sub- 
urbs, stopping on any flat expanse of 


land, setting up villages in marshlands | 


and along government highways. 
Probably no major city in the world 
now has less open space than Bombay. 
London has more than 100 times as 
much green space for far fewer people. 
Tokyo and Bombay have almost 
exactly the same number of residents: 
Tokyo has 5,600 acres of parks; Bom- 
bay has 290. 

The sheer size of the slums threatens 
to overwhelm the city: Bangkok's 
biggest slum has 35,000 people: 
Dharavi, Bombay’s largest slum, has 
half a million. In 1976, Bombay’s slums 
had 2.8 million inhabitants. In 1984, 
the figure is 4.2 million. Perhaps more 
importantly, the proportion of Bom- 
bav's residents living in slums has gone 
from 37% in 1976 to 46% today. 
Everyone agrees that the Rs 45 million 
spent on slum improvement in 1983 
could not begin to address the prob- 
lems. 

"We now accept the fact that slums 
will remain a major part of all import- 
ant urban areas in this country," said 
S. S. Tinaikar, secretary of housing 
and slum improvement for the state 
government, “and in Bombay they are 
becoming dominant. This is not just a 
housing problem. It has profound im- 
plications for planning and the deliv- 
ery of all urban services here." 

Even the transport system, generally 
considered to be the best in the coun- 
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try, has begun to sag under the weight 
of population growth. Each morning. 
hundreds of thousands of commuters 
flood into the central city and then re- 


TA 


turn at night to homes in the northern 
| suburbs. | 


One of the rarest sights inthe city isa 
bus or train with an empty seat. Bom- 
bay moves 3,8 million people around 
on buses every day; trains account for 
another 4 million trips. In theory, 
trains are supposed to make the longer 


| commuting trips and buses are to be 





used for shorter ones. But the average 
rail journey in Bombay is 11 kms and 
the average for buses is 6 kms; most 
transport officials agree that the dif- 
ference is not great enough, and that 
buses are overworked. 


B» Electric Supply and Trans- 


port (BEST), the municipal bus 
company, is not subsidised and loses 
Rs 20 million a month on transport. It 
has to replace 250 of its 2,300 buses each 
year and add at least 10 new ones to ac- 


| -commodate population growth. On an 





average day, a Bombay bus will work 
16 hours and carry 1,800 passengers. 


| Over a comparable time period, Lon- 


don buses each carry 600 people, and in 
New York the figure is about 400. In 
London and New York, the minimum 
fare is eight times that in Bombay. In 
India, getting there is what counts. 
"This is a system for the common 


| man," said P. B. Kerkar, general man- 


ager of BEST. "I am concerned with 
moving many millions; the rich people 
will haveto go by personal transport.” 
The major problem facing BEST, 
and Bombay's transport system in gen- 
eral. is that the roads are fast losing 


| their ability to accommodate the peo- 








ple who must use them. Hand carts, 
ambling farm animals and private cars 
must all compete with buses for space. 
Bombay's roads now account for only 
8". of its land, a figure that is consi- 
dered totally inadequate. Each one km. 
per hour drop in the average bus speed 
has the same effect as removing 150 
buses from service. An underground 











system, which would cost Rs 30 million 
a km., was considered as an alternative 
but dismissed as too expensive 

Money troubles confound solutions 
to other problems as well. Despite fi- 
nancial constraints, the Bombay 
Municipal Corp. has always managed 
to supply its citizens with sufficient 
quantities of reasonably good water 
But water supply and sanitation con- 
ditions in Bombay have deteriorated 
steadily as its population has risen 
The suburbs, which never had any 
pipes or drains, are particularly hard 
hit. 

According to the municipal corporas 
tion, Bombay received 2 billion litres 
of water a day in 1983, about 80% of 
what it needs. But one recent study by 
the World Bank, which has undertaken 
two projects to help improve the city’s 
water supply, says that half of the 
water supplied to Bombay leaks away 
or is stolen before it ever reaches con- 
sumers 

Almost half of the city’s people pay 
nothing for their water. For the others 
consumption charges vary according 
to type of use: domestic users pay one- 
third of what commercial consumers 
pay and less than 5% of the cost to in- 
dustry. But quality is inconsistent, and 
even the hardiest Bombay resident 
boils or filters his water. Many lines 
pass through the worst slums, where 
thev are uniformly tampered with and 
polluted. There is supposed to be at 
least one tap for every 100 people in 
each slum, but due to the continuous 
surge of new residents that ratio is not 
maintained 


As always, the newer areas hav 
fared worse than any other plac 
There. sewage mixes with water as 


people must rely on ditches for both 
Critics charge that the modern sewage 
system, built with help from the World 
Bank, serves no purpose because 45% 
of the population cannot be connected 
to the pipes. “We have to remove 3,500 
tonnes of garbage every day. We want 
to give people more clean water and we 
want better sanitation in the city,” said 
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cres pH ne in cities, where oo 
erve less than 20% of the population. 
ombay has the most advanced medi- 

















health of its population is as bad as or 
vorse than in many rural areas. One 
dication of the schizophrenic nature 
India’s richest city is that along with 
art disease and traffic accidents — 
'oblems associated with development 
and modernisation — pneumonia and 
tuber culosis remain the city’s top kill- 
rs. 
‘Bombay spends a disproportionate 
share of its health budget on special- 
d diseases that afflict few people. 
1uses of sickness have not caught up 
he citv's highly advanced technol- 
sy. In 1983-84, Rs 673 million, nearly 
1e-third of the municipal budget, was 
nt on health services. But a new re- 




































































wb Rr which con- 
trate on speciality surgery, re- 
‘ived more than a third of the money. 
than 10% went to maternity and 
id welfare service ín a city where 
"5 of the population are under the 
ë of 20. Most of Bombay’s health 
lems require basic curative ser- 
rather than the elaborate re- 
sponse many city hospitals seem more 
nxious to deliver. 





f course, none of these problems has 
stopped the flood of immigrants. 

bs are what they want, and a better 
fe, Long lines for water really do not 
eem so bad to someone used to walk- 
395 kms to fetch some in the past. And 
though fewer jobs are available today 
than in 1970, Bombay is still the land of 
plenty compared to most places a new 
immigrant is likely to have been be- 
fore. 

, One major way to judge the success 
of any city is to see how many people 
want to live there. Looked at from this 
perspective, Bombay has never been 
more successful. Its fancy hotels are al- 
most always full, street life bristles 
with an international flavour and at all 
imes dozens of huge ships sit quietly 
fshore in the cool grey sea. Even beg- 







































d ally in trouble? |... | | 
“I'd say we'll survive,’ ' said Bom- 
bay's Municipal Commissioner D. M. 
Sukthankar, the city's chief execu- 
tive. "If there are problems we will face 
them. We will sacrifice. if we have to. 

But Bombav is. a speci 

derful pace Yo 

















eal facilities in the country, yet the . 
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rs. can make ends meet Soi is Bombay | 






the ocean. Many cities'grow by tak- 


| ing land from the sea, but without re- 
clamation there would be no Bombay - 


oby was cead hy banishing | 


at all. The seven original islands that. 


have been welded together to form the 

current city account for less than half 

the land in the metropolitan area. : 
Today, the city is 14 miles long and 


three miles wide, but when the British | 
first gained a foothold there in 1661, it | 


was nothing more than a. cluster of 
loosely connected islands. This was not 
only inconvenient for merchants, but 
led to friction with the Portuguese, 
who retained ownership of the remain- 
ing six islands. 


In a letter to the King of Portugal in. 


1666, Antonio de Mello de Castro com- 
plained that despite his protests the 
British had taken possession of more 
than merely Bombay Island. He 
warned that if the king did not hold 
fast, the other islands in his possession 
would fall like dominoes. 

“The first act of Mr. Humphrey,". he 
wrote, “who is governor of that island 
[Bombay] and whom I knew in Lisbon 
as a grocer, was to take possession of 





Mahim.” 


the island of Mahim... He argues that 
at Jow tide one can walk from one to 
the other, and if this is conceded your 
Majesty will be unable to defend the 
right:to the other northern islands, as 
at:low. tide it is possible to go from 
Bombay to Salsette, from Salsette to 
Baragao, so that in order not to lose the 
north, it will be necessary to defend 


Although some reclamation had 
begun even before the British took 
over, it was not until 100 years later 
thatseriousefforts were made to check 
the inroads of the sea. This occurred 


" between Mahalakshmi and Worli. The 


——  —— 
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land that could be crossed during low 
tide, the basic connective tissue of 
Bombay, was known as The Flats. 

It was the American Civil War, in 
1861-65, that finally gave Bombay the 
money it needed to reclaim The Flats 
ón a large scale. Cotton became trem- 
endously valuable — since it was no 
longer being produced in any signifi- 
cant way in America due to the war — 
and the city became increasingly pros- 
perous. 


According to the Bombay City 


has to wor 


The only hope of saving the massive city is the scheme for 
a new town to house 2 million people across the bay 


. Bombay has done a 
jot of worrying 
about its size over 
the years. The long 
journey from seven 
quiet islands to a 
sprawling commer- 


ASIA’S 


CROWDED 


CITIES 


cial deniro has caused its share of 


growing pains. And as the city's 
growth accelerates, wiping out acres of 
rice paddies and coconut groves, solu- 
tions to its problems become increas- 
ingly difficult to find. 

During the past 20 years the search 
for a way to keep:people from coming 
to the overcrowded island city has 
taken on a sense of urgency. More than 
90% of all jobs in Greater Bombay are 
located on the island, and of those jobs 
90% are on the southern tip. 

So the Indian 
veloped a scheme. for New Bombay, a 
sister city lying across the ees 
Planned to accommodate 2 million re- 
sidents by the year 2000, New Bombay 
is supposed to divert the stream of im- 
migrants from Bombay and lure com- 
mercial ventures: away. from their ex- 





Government de- 
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town-planning efforts in the world. It 
is also among the most sorely needed. 

“New Bombay has to work,” said M. 
Y. Thackeray, chief architect for the 
City and Industrial Development Co. 
(Cidco), the government corporation 
which prepared the plan. "We have no 
alternative left. It's not New Bombay 
versus old Bombay. We have to re- 
structure the metropolitan area in 
terms of one large organism." 

The initial idea called for developing 
New Bombay as an alternative to Bom- 
bay, not simply as a suburban exten- 
sion of the city. In terms of urban 
philosophy, the new town is to be 
exactly what the old one is not: a de- 
centralised cluster of communities 
spread out on roads and divided into 20 
equal sections: Each commmunity is to 
occupy about 500 ha. of land and is in- 
tended for 100,000 residents. 

"The central. ambition of New Bom- 
bay's planners: has been to put jobs and 
houses n near each other. They hope this 

nt the di icult. and expen: 


























Uea Tank Bandar and Frere 
reclamations onthe east of the island 
and the Back Bay reclamation from 
Colaba to the foot of Malabar Hill on 
the west." 

By 1871, the Elphinstone Co. alone 
had deposited 7 million cu. yds of 
material and laid out a dock and 
land estate of 386 acres in Mody Bay. 

The Flats were reclaimed in chunks | 
throughout the 19th century, and not 
until the completion of that work did 
the modern metropolis come into its 
own. Today, most of central Bombay 
is built on The Flats. By the end of 
the 19th century, the eastern shores 
of Bombay, lined with the docks that 
made it one of the world’s great ports, 
had also been heavily reclaimed. 

In 1920 a scheme was put forward 
to reclaim more than 1,000 acres at 
the end of the bay, an enormous under- 
taking by any standards. It was at this 


time. that Bombay's main thorough- | 


fare, Marine Drive, was conceived, 
though it was not actually completed 
until the 1940s. 

There have been any number of 
plans to reclaim additional land but 
very few have been implemented. One 
such proposal, Gillian Tindall wrote in 


along convenient | 
routes. One huge vegetable market has 


already been moved to Vashi, which so | 


far has about 50,000 residents, from 
South Bombay. - 

But, for the most part, the attempt to 
move non-essential businesses out of 
Bombay has met with little success. 
The rich and powerful people who run 
corporations in the city still clingto the 
island as a base of operations. So what 
is actually being built on the mainland 
is a housing colony for workers, many 
of whom must commute for two hours 
each day to get to work. Although the 
initial concept of a separate city has 
not caught on, New Bombay has be- 
come perhaps the last hope middle- 
class people have for decent housing in 
the region. 

Land costs in central Bombay pre- 
vent most new families from moving 
there. What would. cost Rs 1,500 
(US$136) a sq. m. there costs less than 
one-tenth as much in New Bombay. 
Even in Bandra, which lies on the 
northern fringes of the city, apart- 
ments sell for Rs 900 a sq. ft as opposed 
to Rs 160 in the new town. New Bom- 
bay has made a special effort to create 
housing for people who could not 
otherwise find any. Only 15% of all the 
units are for people who are judged to 
be middle class, and thei income from 


ment. Wholesale markets, industrial |; 
facilities and ports will all be located . I 
transportation |. 
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REVIEW MAP t F 
Nariman Point, has been put to.the use 
of business. The city, which i is de: 


her book City of Gold, went so far as to 
suggest that the bay be reclaimed from 
Colaba Point to Malabar Point. That, it 
has been claimed, would have been the 
most ambitious reclamation project in | 
urban history. | 
But reclamation now presents Bom- la 

j 


ing in, has decided to brinda n 
| more in South Bombay. The cost i 
great to justify new housing, and 
business Mode ony poogin new 





bay with more problems than solu- | 
tions. In this century, most reclama- 
tion, matey the commercial centre at | 
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EX BRISBANE 

* 70 Tonne P & H 670S New 1981 with 54.7 
metre main boom, 12.2 metre fly boom. 

* 70 Tonne P & H 670S New 1979 with 42.7 
metre main boom, 12.2 metre fly boom. 


* 100 Tonne Hitachi KH500 New 1981 with 
70 metre main boom, 18 metre fly boom. 


* 80 Tonne Hitachi KH300 New 1981 with | | 
55 metre main boom, 13.5 metre fly boom. LA Biene 


OFFERED EX NEWCASTLE. 
Built 1981 comprising loading bin conveyor unit, nine tubular steel 
framed, rubber belt elevating conveyors and ship loading conveyor 
complete with motor drives and woodchip iet slinger with 50' 
radius. Total length 280 metres, total width 1200mm. Mobile power 
suppied by 2 Cumming KTA 1150 33kVA generators. 


ENQUIRIES & BROCHURES: CONTACT BROKERAGE SERVICES 










































| Edward Dushton Sor & Ren n 


Valuers and Auctioneers of Plant and Machinery, 
Industrial and Commercial Property, Fire Loss Valuers. 


. 56Pitt Street, Sydney N aye 2000 Au 
"Telephone 61 2 27 4722 Tel 26% 
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n old Bombay, it will not really help in 
he long run. For a city like New Bom- 
ay to succeed, it has to convince busi- 







orthwhile. Lower rents are not 
nough. Outstanding communieations 
nd transport facilities are essential, 










ither has been established. 
^I can tell you this without exagger- 






hone call from here to London than it 
is to call across the harbour to Vashi," 
said one Bombay manufacturer, who 
calls both places with great nS 












Bost of the pr incipal participants i in 
the development of New Bombay 
e eager to blame each other for the 








te. government for not realising 
amenities have to be in place be- 
offices will make the move. The 
tate, which is burdened by enormous 
ial problems and a telephone 
m that is at best fair, says that it 
justify the cost of massive in- 
ition until there is business for it. 
or usto prove we want the city to 
e than a dormitory dump," said 




























sh Afzalpurkar, who is responsi- 








uld be a wonderful place for offices 
iove to, but we have to.give them a 
h and a reason.’ 
; push would be greatly increased 
ntal and utility costs to offices in 
uth Bombay. The reason would be 
e- completion of an electrified rail- 
ty system that could carry people be- 
een the two cities in 20 minutes. 
Now, the trip can take more than an 
our. The telephone system, which 
‘now has 3,000 lines, must also be aug- 
mented. New Bombay officials are 
eeking an additional 22,000 lines to be 
installed within the next five years. 
‘Even the Maharashtra state govern- 
ment concedes that would be less than 
half the lines needed by 1985. And by 
the turn of the century; when the popu- 
ation is expected to reach 2 million, 
e need for telephone lines will have 

































eater Bombay Master Plan. 





Before housing is ready and jobs are 
available, squatters are flowing in. 
^Shanties spring up like weeds, and 
many of them have no social facilities 


that relocation never works. But they 


. While bringing in ihioüsatds of NE : 
eople will relieve some of the pressure- 


esses that moving there would be 


d. everyone in Bombay agrees that. 


ion: it is much easier to place a tele- | 


: of facilities. Cidco officials blame - 


tional Municipal Commissioner 


r the problem of slum improve- . 
in Greater Bombay. "New Bombay | 


grown to 48,000, according to the 


But New Bombay' s biggest drobiem. 
the crowds it is beginning to draw. 





at all. Planners are painfully aware. 


sxtrémist leaders 
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By Mohan Ram in Amritsar 
aa 





let us be proud of it,” proclaims 


state and into Punjab. The well-inten- 
tioned roadside exhortation is not re- 
flected in the grim mood of the Sikhs of 
the state, following the 6 June army at- 
tack on the holiest shrine of their reli- 
“gion — Amritsar’s Golden Temple. 


The Sikh peasants are busy in their . 


fertile fields sowing the winter wheat 


crop, but those too old to help: sit on. 
rope cots at wayside stalls sipping tea | 
and endlessly discussing the events E 
shaking their heads in disbelief. To | 


them it is beyond belief that the Gold- 
en Temple — the very symbol of their 
faith — should have been “desecrated” 
by the armed forces of a free India.. . 

Of course, in the 400 years of the reli- 


gion's existence, the temple has re- 
peatedly been attacked by those want- 


ing to stamp out this unique hybrid of 


Hindu and Muslim beliefs. Massacres | 


and pogroms have accompanied such 
attacks, the last serious one occurring 


in 1762 at the hands of Ahmed Shah > 
Abdali and his itivading hordes. After 


each attack, the.temple was. rebuilt 


from its ruins, remaining the symbol of 


; Sikh strength, pride and self-respec 
defended with sacrifices of life. But if 
older Sikhs venerate the spilling of 
Sikh blood for such a purpose, younger 


Sikhs do not see it in the same perspec- - 
-tive or with the same detachment. They | 


are angry and talk of revenge, To them, 
the 6 June assault was an 
their faith, despite the government's 
protestations that it was only aimed at 
smashing the terrorists who had made 
a fortress of the temple. 

To many young people, the extremist 
leader Sant Jarnail Singh Bhindran- 
wale and his followers died defending 
the sanctity of the temple, and the five 
Sikh head priests have endorsed this 
view by declaring 15 July "Martyrs 
Day" for those who fell in the siege, 
thus sanctioning their defiance of the 
authorities. 

After the army's Operation Blue Star 

to root out the extremists from the 

temple, Prime Minister Indira Gandhi 
. called for a "healing touch” — im- 
| plicitly acknowledging that many had 
T been hurt: However, this phrase has 
“long been part of India's debased poli- 
tical coinage — used by everyone but 

signifying little. And the Sikhs all too 








| whom. Also, alongside the general 
|, humiliation of the ry crackdown 











moderates discredited, New Delh 


any religions but ofie nation — 


a government hoarding along National |ime 
Highway 1, on the way out of Haryana. |. 






In each attack, the temple had to be | 


‘clearly perceive who was hurt and by | 


: à ut andthe | 


impa m were themselves Sikhs, 
"there has been an almost complete re- 
ligious polarisation in the state. Pre- 
dictably, Hindus welcomed the army 
action against the terrorists, as indeed 
did a section of the Sikh community, 
especially. traders. and ‘businessmen 
who.have a vested interest in law and 
order. 

» But there was an unseemly demons- 
tration of triumph over the Sikhs after 
the bloody battle. Hindus celebrated 
and distributed sweetmeats.as if.at- 
tending a festival. They feted. the 
troops as if they had just won a famous 
victory in a. war. Eventually, military 






















| authorities had to order troops not to 
| accept garlands or hospitality from 


civilians, and Mrs Gandhi went on re- 
cord as saying the successful operation 
did not. represent, a victory ‘for any- 
"body: « 
| The other grudge the Sikhs have is 
over what they perceive to be an at- 
"tempt by the government and the offi- 
cial media to suggest that Sikhs as a 
| whole were seeking secession and that, 
but for Operation Blue Star, a well- 
planned insurgency, backed by foreign 
powers, would have threatened India’s 
unity. A white paper promised by the 
government is expected to underline 
the alleged treasonable nature of the 
Sikh extremist activities. . . 

The state-controlled TV svsient has 
been suggesting, night after night, that 
the Sikhs as a whole are somehow in- 
struments of national disintegration. 
Sikhs resent this. "We are being told 
that we are suspect as a community un- 
less the contrary is proved," com- 
mented one Amritsar physician. 

























he continued use of the army in mop- 

ping-up operations is also causing 
tension. Villages. are being encircled 
and searches made of every house in 
which there is a male aged 18-30. The 
searches are conducted, under the im- 
munity conferred by a special law, by 
non-Sikh soldiers who do not under- 
stand the customs and susceptibilities 
of the Sikh community. The people are 
resentful of the fact that some young 
men have been taken away for interro- 
gation and have not returned. 

On Punjab. roads, even the non-Sikh 
population is finding the army's con- 
tinued presence irksome. Although of- 
| ficials in New. Delhi have. said r 
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Queueing for diesel fuel in Ludhiana; army brass at the Golden Temple: a danger of alienation. 


editor was stopped and had his car 
searched six times in the space of 9 
kms. The ordeal of the 24-hour curfew 
is over, but many towns are still under 
night curfew. Amritsar itself looks like 
a garrison town by day and a ghost 
town at night. 

But probably still the worst scar on 
the Sikh consciousness is the military 
occupation of the Golden Temple and 
the damage the shrine suffered in the 
fighting. The damage to the sacred 
Akal Takht building and other parts of 
the temple complex is so severe that it 
will take a long time to repair. This ex- 
plains the army's reluctance to reopen 
the building to the public. At the time 
this correspondent visited Amritsar, 
no locally based reporters had been 
allowed into the temple, though two 
batches of journalists from New Delhi 
and one from the state capital of Chan- 
digarh had been taken on conducted 
tours. 

The army is probably right to be 
cautious. When the Dhuknivaran 
Gurdwara was reopened after a battle 
which cost 22 lives, the first pilgrims 
immediately pulled down temporary 
repairs to holes in the walls, marked 
the holes with circles and wrote slo- 
gans round them. 

Operation Blue Star did, no doubt, 
check Sikh terrorism and probably 
pre-empted Sikh-Hindu communal 
clashes. Optimists like to believe that 
the worst is now over and that the 
undercurrent of Sikh anger will soon 
run its course. But many Hindus in 
Punjab are worried. The worst that 
could happen to the Sikhs has hap- 
pened. In many respects they now have 
nothing to lose and may decide to hit 
back. One hears many people in the 
countryside say: "The army cannot be 
here forever. When it leaves, we will 
retaliate.” 

On the one hand, the government ob- 
viously cannot keep the army in its 
present role without further alienating 


the Sikh community, possibly to the 
point of no return. On the other, it can- 
not rely on the civil administration to 
take over. The state civil service is 
known to have been riddled with Bhin- 
dranwale sympathisers. Many top offi- 
cials have gone on leave while others 
have been made to go on leave. A poli- 
tical reconciliation might pull Punjab 
back from the brink, but the lack of po- 
litical infrastructure will make this 
difficult. 

The Golden Temple attack destroyed 
the extremist leadership represented 
by Bhindranwale. But in the process, 
the moderate leadership represented 
by Sant Harchand Singh Longowol 
and Gurcharan Singh Tohra, both of 
whom surrendered to the army, was 
discredited. The average Sikh is in- 
censed at the thought that these lead- 
ers, who were in the Golden Temple 
when it was under attack, did not join 
in its defence. In the emotion-charged 
atmosphere in the state, these men are 
seen to have colluded in the liquidation 
of Bhindranwale and his followers. 


Fe the moment at least, there is no 
Sikh leadership with which Mrs 
Gandhi can negotiate. The govern- 
ment's action has created a dangerous 
vacuum. The Sikhs now have no credi- 
ble political party. The Punjabi Hin- 
dus, who once looked to the Hindu- 
nationalist Bharatiya Janata Party, 
may well turn more towards the ruling 
Congress as their "saviours." In turn, 
the Sikhs who now support Congress 
may want to desert the party, leaving 
themselves outside the present politi- 
cal framework. 

The conclusion of such a develop- 
ment could well be the rallying of the 
Sikhs under the banner of religion 
aimed at extra-constitutional action. 
This need not necessarily be violent, as 
it could alternatively take the form of 
civil disobedience or passive resist- 
ance. "The Sikhs have a tradition of 
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confronting authority," commented D. 
S. Danewalia, who is former police in- 
spector-general of Punjab and himself 
a Sikh. 

A long period of uncertainty now ap- 
pears likely, though some hope a new 
Sikh political leadership can emerge 
and engage in a negotiated settlement. 
Others feel that a return to terrorism is 
more likely. This is the view of Har- 
kishan Singh Surjeet, the only Sikh in 
the politburo of the Communist Party 
of India-Marxist, which like many 
other parties originally welcomed Mrs 
Gandhi's firm action. Now it is 
backtracking and says the situation 
has been aggravated. Pyara Singh 
Joshi, a leader of the rival Communist 
Party of India in Punjab, believes ex- 
tremists have gained ground against 
the moderates since more Sikhs now 
feel they cannot live within India, 
where they see themselves as second- 
class citizens and where even their 
places of worship are not respected. 

But perhaps the basic Sikh problem, 
as before Operation Blue Star, relates 
to economic factors. Land holdings are 
becoming smaller with every passing 
generation. This has led to a need for 
employment which cannot be met. For 
many of the unemployed, Sikh fun- 
damentalism has an appeal — the more 
so in that they are easily convinced 
they are not getting jobs because they 
are Sikhs. 

Providing a natural target for such 
potential terrorists is a new rich class 
resulting from the modernisation of 
agriculture with mechanisation and 
the growth of small-scale industry in 
the state. So a structural imbalance is 
developing which will provide the soil 
for the growth of a fanaticism which 
may well only have been spurred on 
rather than deterred by the army ac- 
tion. 

"To be a better Sikh, you will have to 
be a better terrorist," was the forecast 
of one non-Sikh living in Punjab. O 
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he visit of Chinese Defence Minister: 
"Zhang Aiping to Western Europe 
nd the United States captures the 
omplicated and contradictory flavour 
f Chinese foreign policy in mid-1984. 
n its policy pronouncements, China 
xpresses a steadfast commitment to 
independence, with Peking beholdento 
0 other state. The reality of Chinese 
Olicy is quite different. China must 
ustain its opening to the West, since 
ny major departure from this foreign- 
)olicy course would be at severe cost to 
"China's political and security interests. 
/. Despite these contradictions, Pe- 
king's external relations appear on a 
steadier course than they have been for 
ome time. The grandiose expectations 
he late 1970s for "the broadest pos- 
ble United Front against hegemon- 
m," through which China intended to 
obilise a disparate coalition of states 


ead anxieties about the future of 
-American relations, evident dur- 
g the first two years of the adminis- 
tion of US President Ronald 
agan, have also diminished — par- 
cularly since the reciprocal visits of 
hinese Premier Zhao Ziyang to the 
and Reagan to China. 

t the same time, China has reduced 
sions with the Soviet Union. The 
hinese and Soviet  vice-foreign 
sters have met almost annually in 
jur negotiating sessions, Sino-Soviet 
de has increased from the very low 
vels of the 1970s, and a more correct 
me to interstate relations has been es- 
lished. 

These developments testify to 
hina's shift from close alignment 
with the US to a posture of foreign- 
policy independence. Three broad ob- 
jectives define this policy: first, to 
avoid entangling commitments and 
bligations to either superpower (for 
practical purposes, only the US); sec- 
ondly, to diversify China's political 
and economic options as fully as op- 
portunity allows, and thirdly, to di- 
minish tensions along China's 
periphery, so as to allow for a peaceful 
international environment conducive 
to China's modernisation objectives. 


ions with others — especially with the 


ng China's long-term strategic objec- 
tives in the international system and 
sustaining an internal consensus on 
China's foreign-policy course. How- 
ever, there is often a disparity between 


pabilities. 


ppose the expansion of Soviet | 
ver, are no longer aired. Wide- | 


China's leaders employ the concept 
yf independence in order to enhance” 
king's political leverage in its rela- 


superpowers. It is also aimed at depict- 


à state's long-term gone and its actual | 


The fact that China ‘asserts its 
foreign-policy independence — and 
clearly seems to believe in it — does not 
mean that China can always apply this 
concept at the level of operational or 
praetical policy. Similarly, for the 
Chinese to claim that China will never 
be attached to any state or group of 
states. does not mean that China is al- 
ways free from obligations and com- 
mitments to others. 

The emergence of the concept of 
foreign-policy independence was 
closely linked to changes in the Sino- 
American relationship. China began to 
assert its claim to an independent posi- 


tion in late 1980 and developed the | 


doctrine throughout 1981. The concept 
was formalised in the speeches. of 


Chinese elder statesman Deng Xiao- | tary 
Hu. me 


ping. and -Genetal eee’ 





Sino-American Security Relations. The 
views in this paper are the author's own 





"Jonathan Pollack is a senior staff | w 
member of the Political Science Depart- 
ment of the Rand Corp., Santa Monica, | “*05°° 
California. His most recent publication ~ 

is The Lessons of Coalition Politics: 


| has posed. a serious political. and mili- 


in the region must also be understood 
in relation to the ig alliance structure 





heavily involved in the region. Thus it 
is almost impossible for local disputes 
and political military rivalries to be li- 
mited to their regional consequences. 
In a larger international context, the 
nature of the superpower political and 
military balance will affect both 
states' attitudes and policies towards 
China. For example, in circumstances 
where: Moscow and Washington are 

preoccupied with one another, they 
can either devote less attention to 


. China, or seek separately to align more 


closely with China, seeking advantage 
against one another. 

“Since the Sino-American rapproche- 
ment of 1971-72, only the Soviet Union 
(in conjunction: with its regional allies) 
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But thed deployment of Soviet po 


and do not reflect the views of Rand | or | Tipos 


Yaobang to the Chinese Communist 
Party's 12th national congress in mid: 
1982. ; 


T tions as a partial response to the then 
prevailing frustrations and difficulties 
in US-China relations. Peking sought 
to convey to Washington that options 
were available to China other than re- 
lying fully on the US. At the same time, 
such statements of independence were 
a signal to Moscow, setting limits to the 
US-China relationship and offering 
opportunities for Moscow to diminish 
tensions with Peking. 

At the level of grand strategy, it 
seems only appropriate that China put 
forth such an objective. China is sim- 
ply too large and potentially powerful 
a state for it to again occupy a position 
akin to junior member of the Sino- 
Soviet alliance. In operational policy 
terms, however, its credibility and val- 


idity remain open to question — espe- - 
cially in relation to the Sino-Soviet- | 


American triangle. 
Now, as in the past, China's security 


agenda is dominated by its relations 


with the superpowers. The economic, 
political and strategic importance o 
nae ne Asia guarantees that. 
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he Chinese regarded these decinia- d 















"But aiar tating about a gütative 


US-Chinese-Japanese — "military. - al- 
liance were vastly inflated. Moscow 
could not lightly dismiss tacit security 
collaboration between Washington 
and Peking or the growing economic 
and technological collaboration 
among Washington, Peking and 
Tokyo. However, during the early 
1980s, -a host of difficulties and 
differences strategic, bilateral, 
bureaucratic and internal — aborted 


é During Reagan’s visit to 
China, Peking dissociated itself 
from various dimensions of US 
toreign policy, thereby seeking 

to demonstrate its foreign- 
. policy independence. The 
 censoring of Reagan’ 
Soviet remarks was deemed. 
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the incipient Sino-American coalition. 

The Chinese began to assert that 
their long-term interests were better 
served by standing somewhat ‘apart 
from. Washington rather than aligning 
closely with it, even if these changes 
exposed China to renewed security 
risks. Thus, US policy turned its prin- 
cipal attention to enhancing collab- 
oration with its major regional allies, 
J apan and South Korea. 

‘In such circumstances, the Soviet 
Union potentially enjoyed a far more 


favourable strategic position in East 
. Asia in comparison with its earlier 


fears about an incipient Sino-Ameri- 
can alliance. With. China taking 
strenuous exception to US foreign po- 
licy, Moscow could worry far less 
about the implication of its policies in 
Asia for the US-Chinese relationship. 
When China consented to the open- 
ing of consultations on normalising 
Sino-Soviet relations in the autumn of 





1982, the Soviets had moved closer to a 
long-sought breakthrough with Pe- 
king — that is, a decoupling of Sino- 
Soviet bilateral relations from broader 
differences between the two major 
communist powers on matters of na- 
tional security. 

China felt that diminished Sino- 
American collaboration and reduced 
Sino-Soviet polemic would help per- 
suade Moscow of the opportunity for 
significant forward movement with 
Peking, especially in relation to the 
death. of Soviet president Leonid 


.Brezhnev, who had presided over the 


militarisation of Sino-Soviet rivalry 


-.during the 1960s and 1970s. But no 


breakthrough im relations. occurred. 
The consultations remained stale- 


mated over the developments that had 


long stymied improved relatians be- 
tween „the two capitals: the steady 
growth in Soviet military power in the 


_ Asia-Pacific region and Moscow’sun- 


willingness to divest itself of its long- 
sought geo-strategic gains in om re- 
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Yet despite @hina’s insistence that 
there could be mp significant improve- 
ment in Sino-Soviet ties without major 
changes in Soviet foreign ànd military 
policy towards China, bilateral rela- 
tions became far more correct during 
1982 and 1983, even though the Soviet 
military build-up in Asia continued 
unabated. 


A; s it became evident that the Soviet 
Union had no intention of removing 
what Peking described as the obstacles 
to fully normalised relations (that is, 
the Soviet military presence in Mon- 
golia and along the Sino-Soviet bor- 
der, including the SS20 nuclear mis- 
siles deployed east of the Urals, the 
Soviet occupation of Afghanistan and 
Soviet backing for Vietnam's occupa- 
tion of Cambodia), the Chinese began 
to reconsider some of the consequences 
of taking heated issue with US policy. 

At the same time, the US also 
weighed the implications of a serious 
breakdown in Sino-American rela- 
tions, especially its possible political 
effects within East Asia. Although Pe- 
king continued to defend its indepen- 
dent foreign-policy posture, this was 
now intended to impart Chinese long- 
term goals rather than punish the US 
for what Peking considered various af- 
fronts to its sovereignty, especially as 
they related to Taiwan. 

Yet the Chinese had implicitly 
acknowledged several vital considera- 
tions. First, they could not hope to deal 
credibly with the Soviet Union in the 
absence of a good political relationship 
with the US. Secondly, if the Soviet- 
American strategic balance seemed 
stalemated (thereby affording China 
more latitude internationally), it was 
only because the US had decided to 
counter the steady growth in Soviet 
conventional and strategic power. 
Thirdly, China was in compelling need 
of US economic and technological as- 
sistance for its modernisation objec- 
tives. Without a predictable relation- 
ship with the US, China's larger goals 
would also be placed in jeopardy. 

These considerations shed light on 
Sino-American and Sino-Soviet rela- 
tions in mid-1984. During Reagan's 
visit to China, Peking dissociated itself 
from various dimensions of US foreign 
policy, thereby seeking to demonstrate 
its foreign-policy independence. The 
censoring of Reagan's anti-Soviet re- 
marks was deemed evidence of how 
China could stake out a position apart 
from the US. 

However, with the exception of the 
Korean peninsula (where the Chinese 


.above all must strive to maintain close 


relations with North Korea), most of 
the areas where China took issue with 
US foreign policy are not particularly 
important in relation to Peking's 
pressing Security needs. American and 
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Chinese perspectives on the Middle 
East, Central America, and US policy 
in the Third World significantly di- 
verge, but they do not directly impinge 
on China's security calculations. In ad- 
dition, on previous occasions when US 
officials travelling to Peking uttered 
remarks that the Chinese judged 
gratuitously provocative towards the 
Soviet Union, the Chinese took a com- 
paratively equivocal position. 

Closer to home, China took much 
less issue with US policy. On In- 
dochina, Afghanistan, the Soviet naval 
presence in the Pacific and the rapid 
growth in SS20 deployment in Asia, 
US and Chinese interests and concerns 
are largely symmetrical. At the same 
time, US technological and economic 
assistance to China — including the 
provision of US defence technology to 
China — looms large in Chinese policy 
calculations. Indeed, much of what ob- 
servers thought was possible in Sino- 
- US security relations in 1979-80 may 
now be realised, but without the 
explicit anti-Soviet rationale that had 
provoked leaders in Moscow. 


Ho er, these developments have 
not been greeted warmly in the 
Soviet Union. Moscow's unwillingness 
to yield any ground on the major areas 
of Sino-Soviet contention suggest that 
the Soviets are not persuaded of 
China's claims to foreign-policy inde- 
pendence. Moscow's displeasure over 
the results of the Reagan visit to China 
was followed by the abrupt postpone- 
ment of First Deputy Premier Ivan 
Arkhipov's visit to China, on the pre- 
text that more time was needed to pre- 
pare for the trip. It is much more likely 
that Moscow did not want to risk the 
possibility of China undertaking re- 
newed military actions against Viet- 
nam while a senior Soviet official was 
visiting Peking. 

In the context of increased Sino- 
Vietnamese tensions, the heightening 
of Soviet military activity in both Af- 
ghanistan and Vietnam, North Korean 
President Kim Il Sung's first visit to 
Moscow in more than two decades and 
Zhang's visit to the West, the Soviets 
are seeking to thwart China's effort to 
assume the pivotal swing position in 
the Sino-Soviet-American triangle. 

Thus, major uncertainties remain in 
China's claim to foreign-policy inde- 
pendence. China's long-term goal may 
be strategic autonomy, but Peking 
faces continuing problems in defining 

= à position distinct from both Moscow 
— and Washington. Although China's 
_ s present foreign-policy strategy offers a 
better prospect for continuity and sta- 
bility than the United Front policies of 
the late 1970s, the reality of China's 
security situation remains the predom- 
inant concern in Peking. As a result, 
China has yet to achieve closure on a 
foreign-policy course acceptable to 
both superpowers, leaving the goal of 
independence a laudable but elusive 
objective. "m 





CAMBODIA - 


Good 
again. 


Hanoi says it has withdrawn 
10,000 troops, but its 
opponents are disdainful 








By Paul Quinn-Judge in Bangkok 


n its third annual display of confi- 
dence, Vietnam has withdrawn a re- 
ported 10,000 troops from Cambodia. 
The soldiers, according to the official 
Khmer newsagency, SPK, belonged to 
three brigades stationed in west and 
northwest Cambodia. Brigade 550 was 
from Pursat, Brigade 688 from Bat- 
tambang and Brigade 690 from Siem 
Reap. All three provinces have long 
borders with Thailand and between 
them house the majority of border en- 
campments of the anti-Vietnamese 
Democratic Kampuchea coalition. 
The number of troops reportedly 
withdrawn is about the same as in 1983 
and leaves about 150-160,000 Viet- 
namese soldiers in Cambodia. Around 
half of these are probably combat 
units, the rest support personnel. The 
standard recipe for a successful anti- 
guerilla war calls for a ratio of 10 con- 
ventional soldiers for every guerilla. 
Assuming that coalition forces now 
number 45-50,000 guerillas, the ratio 
in Cambodia is now less than 2:1. 
Both Phnom Penh and Hanoi, how- 
ever, wish to give the impression that 
they are withdrawing because they are 
in a position of strength. The pullout 
was accompanied by ceremonies in the 
provinces, Phnom Penh and Ho Chi 


Western | y, Once agai Peete allowed to 









watch the proceedings. And the offi- 
cial communique on the withdrawal 
issued by the Defence Ministry of the 
People’s Republic of Kampuchea 
(PRK) on 15 June repeated earlier 
claims of major victories against the 
Democratic Kampuchea coalition this 
year (REVIEW, 14 June). 

These successes, the announcement 
noted, showed that “our country's re- 
volution has advanced magnificently 
and steadily,” that the PRK armed 
forces have grown and “are gradually 
shouldering the task of ensuring secu- 
rity for the nation, including security 
at a number of important places in the 
border zone.” 

This year’s pullout came earlier than 
expected: unofficial but reliable 
sources had intimated it would take 
place after the next Indochinese 
foreign ministers' meeting, due to be 
held in Vietnam in July. This would 
have allowed for the official consulta- 
tion between Hanoi and Phnom Penh 
that, according to the final declaration 
of the February 1983 Indochinese sum- 
mit, has to take place before Vietnam- 
ese troops are withdrawn. With the 
change of plans, virtually the only op- 
portunity for high-level discussions of 
the troop withdrawal was a stopover in 
Hanoi by PRK Foreign Minister Hun 
Sen on 6 June. 


T: withdrawal date was probably 
pushed forward in the hope of re- 
gaining some of the propaganda ground 
Hanoi may feel it lost after April’s at- 
tack on the Khmer People's National 
Liberation Front (KPNLF) headquar- 
ters at Amphil. Although the Vietnam- 
ese maintain that they did not intend to 
capture the whole KPNLF camp, 
Western observers say that the Viet- 
namese attack simply ran out of steam. 
The KPNLF's supporters in Asean are 
treating the defence of Amphil as a sig- 
nificant success for the front, and have 
apparently promised it more military 
aid. 

It is, however, still possible that 
Vietnamese troops will attempt a more 
direct show of strength this rainy sea- 
son. They do not seem to have pulled 
back from the border as is usual with 
the onset of the monsoons. Small-scale 
actions have been reported around the 
KPNLF camp of Nong Chan, just north 
of the Thai border town of Aranyap- 
rathet, and further, larger Vietnamese 


‘operations cannot be ruled out. 


Vietnam's , main „adversaries have 
treated the pullout with their habitual 
disdain and scepticism. Thé Khmer 
Rouge described the exercise as an 
"obsolete farce," and a disguised troop 
rotation. The Chinese dismissed it as 
"the same old stuff," and then rather 
quaintly accused Hanoi of adopting “a 
peaceloving posture and waving a 
goosefeather fan." 
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Mediocrity — or daring designs 
where the skys the limit? 


By James Sterngold in Hongkong 


T: Hongkong and Shanghai Bank's 
new headquarters building would 
turn heads anywhere in the world. but 
particularly in Hongkong, where it is a 
startling, almost freakish. eminence 
amid the unrelieved mediocrity of the 
city’s skyline. As the unique structure 
rises to its 41-floor height that skyline 
is being sharply altered. The Central 
business district will look and perhaps 
feel different, for good. 

Will the building's highly original 
design have as much impact on other 
architecture in Hongkong? The answer 
is likely to be yes, but not necessarily in 
a straightforward way. 

Up to now, free enterprise has been 
good for Hongkong's prosperity, but it 
has done little for the art of building 
design. Architecture is subject to the 
developer's wishes to a greater extent 
here than in many of the other cities to 
which Hongkong is fond of comparing 
itself. In the haste to make millions, in- 
novative building design has often 
been regarded as a useless extrava- 
gance. As a result, some buildings here 
are merely unpleasant or colourless. 
Many are dreadful. 

The new bank building, designed by 
the highly regarded English firm, Fos- 
ter Associates, and scheduled for com- 
pletion in late 1985, will for the first 
time put Hongkong in. the architec- 
tural vanguard, It has already been 
featured in several exhibitions — cur- 
rently at the Whitworth Gallery in 
Manchester, England, and earlier at 
New York's Museum of Modern Art — 
and is receiving critical acclaim. 

Even without the new bank build- 
ing, though, architecture in Hongkong 
has been changing slowly, This is due 
partly to economic necessity. The 


FAR EASTERN ECONOMIC REVIEW e 5 JULY 1984 


property bubble burst in 1982 and de- 
mand remains weak. With an oversup- 
ply of office space on the market, bet- 
ter designed buildings stand out and 
can attract tenants better. The expense 
now has some commercial justifica- 
tion. 

A changing self-image has also 
played a part. Many residents feel 
Hongkong has earned a place rivalling 
other major cities because of its econo- 
mic sophistication. Bold, world-class 
buildings suit this more assertive view. 

But the new Hongkong Bank head- 
quarters is likely to force even 
more introspection among developers. 
Nevertheless, the changes will not be 
like those when modern architecture 
invaded Hongkong. The last major in- 
fluence on building design here was 
the glass box, which has been endlessly 
imitated since. 

The first glass curtain-wall project 
was Admiralty Centre, started in late 
1978. Soon, everyone wanted one and 
they sprouted like glazed weeds. But. 
as happened elsewhere, architects here 
usually imitated the outward form of 
the glass box without capturing its 
substance. That left many buildings 
without proper entrances or decent 
lobbies, with poor insulation (making 
operating costs high), poor materials. 
interior spaces broken up by awk- 
wardly placed columns and a lack of 
variety between floors or between 
buildings. 

An exception is Sunning Plaza, de- 
signed by prominent Chinese-Ameri- 
can architect I. M. Pei. Although it is 
far from Pei's best, he brought the glass 
down to the ground, used good mat- 
erials and hardware on the curtain- 
wall, and created a real entrance chip- 


p v 
.. to design the best building in the world.' 








ped cleverly from the flawless facade. 
The lobby is too bare, but the building 
stands out because of these modest 
considerations. At the other end of the 
scale is the Far East Finance Centre, a 
plain slab bedecked in gold-tinted 
glass, which makes it look something 
like the ostentatious cigarette lighters 
many here carry 

Nonetheless, the curtain-wall has 
advantages. The thin skin leaves a 
building with more usable space inside 
than block or brick walls allow. And 
the building develops an instant 
image. Once the basic structure is up, 
the curtain-wall components can be 
quickly snapped into place 

The chances of Foster's Hongkong 
Bank being directly copied are slim. 
The design is simply too unusual, dif- 
ficult and expensive to be knocked off 
like the latest microcomputer. For 
Norman Foster, head of the firm and a 
long-time innovator, it is a major step 
in his mission to rethink the way build- 
ings are made, work and look 


he project embodies most of his de- 

sign preoccupations. New technology 
makes the building more flexible and 
efficient. It uses prefabricated compo- 
nents, much natural lighting: it in- 
cludes much open space, keeps the of- 
fice area largely column-free, and has 
escalators rather than elevators when 
possible, for easier circulation. 

The structure is made up of two rows 
of clustered steel masts that are used 
unconventionally. Bridge-like, every- 
thing is suspended from this 
framework rather than supported by 
it. The steel members from which the 
floors are hung will dangle like col- 
umns but will not touch the ground 
As for style, it goes out of its way to 
flex its substantial high-technology 
muscle, flaunting the unusual struc- 
ture clad in painted aluminium 

The building represents a rare in- 
stance in which a client has the wealth 
and ego to desire a great structure, and 
finds an architect with the imagination 
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' building has performance advan- 
tages over a standard. structure, but 
does not "give better value for money 
than. a. more traditional tower build- 
ing,” measured on a strict financial 





benefits of the novel.design, though, 
and in a cover letter to the Hongkong 
Bank ‘conclude it “will surely be a dis- 
inctive building in which your bank 
an take pride.” 

Some critics fault Foster on this 
Score, calling him a rich man's ar- 
itect. He counters that his brief was 
9. design "the best building in the 
rid," not a cheap one. He can point 
many fine, moderate-budget build- 
gs he designed in Britain. It should 
be necessary to spend HK$5 billion 
salise good architecture, but in this 
stance the demands were great and 
product will be a landmark for ar- 
itects everywhere. 














i immediate influence of the build- 
ing will be in its legitimising a 
Je new style for Hongkong. Foster 
nts the label *hi-tech" because it 
ggests form rather than substance. 
claims to use new technology to do 
igs other buildings don't, not justas 
llishment even if he obviously 
s the look. But the label is a conve- 





er to the architectural drabness 
e is not simply a spate of buildings 
üng like machines. But the intro- 
ction of this style does give local ar- 
itects a fresh vocabulary to explore, 
iding much-needed variety. 

‘here have been some tentative steps 
this direction, such as the award- 
winning St John's building, designed 
y. Kwan Ng Wong & Associates. It 
uses the familiar curtain-wall, but in- 
stead of glass employs a sy stem of 
painted metal panels and punched-out 
windows. Its softer, rounded edges 
move away from angular Bauhaus sev- 
erity into the more flexible world of 
high-tech design. There are other exam- 
ples of similar buildings in Hongkong. 
Foster's bank design says that it is 
ine to reveal structure, rather than 
jideit behind a seamless. facade. It also 











! metal panels (which can have a 

1 matte finish, instead of a spit polish), 
light, rather than heavily tinted glass 
where appropriate, visible curtain- 
wall hardware, imaginative window 








basis. They take note of the intangible. 


ent reference to the kind of design 
will see more of in Hongkong. The 


courages use of different materials, 


shades and a dynamic structure. He 
uses colours not often seen in buildings 


Pell Frischmann & Partners said that | 


|» T 
ment offices, a court 
house and a church were erected 
fairly quickly after the British landed 
in Hongkong, a governor's house re- 


| By Chris Fawcett 





mained conspicuously absent from the - 


building programme, and the colony’s 


early governors took small, inconve- 


nient lodgings. A house that effectively 
symbolised colonial aspirations was a 
prerequisite for the government to 


demonstrate a. credible. profile, but | - 
Hongkong was merely a trading post, 
and was not deemed worthy. of the | 
residences . 


grand type of governor's 
which emblematically crowned Cal- 
cutta, Madras and Bombay. 

And so, when the plans were finally 


being drawn up, architect C. St G. 


Cleverley and then governor Sir 
Samuel George Bonham who shared 


responsibility for the first governor's 


house at Upper Albert Road — it was 
completed in 1858 — were at pains to 
demonstrate the modesty of their pro- 
posals, fearing local criticism as well 
as censure by the British authorities. 
The plans called for a neo-classical 
mansion, pillared on all sides, with 
dining rooms, drawing rooms, library, 
bedrooms and nursery clustered 
around a double-height hall. In 1891 
an annexe virtually doubled the vol- 
ume of the house, adding considerably 
to its standing with a ballroom and 
other facilities. Pn * 





More importantly, his design keeps 
the user, not just developer, in mind. 
Pedestrian circulation should be good 
and the building incorporates a major 
public amenity, a plaza under the 
building at ground level. (A design so 
interesting to look at must also be 
counted a public amenity.) The open 
atrium and escalators will make it 
easier to see, be seen or converse, 
a technique employed in Hongkong 

Land's Landmark building, designed 
by Palmer & Turner (though some 
question how easy it will be to find 
one's way). The good lighting, among 
other factors, should make it a better 
place to work. 

Undoubtedly, later on high-tech ele- 
ments may be simply superimposed on 
ordinary buildings by some architects 
here; metal panels to suggest a bony 
structure and silvery hardware dress- 
ing up conventional components. But 
the new Hongkong Bank building will 
demonstrate the benefits of a more 
generous regard for the public and 
buildings that function better. It will 


also show that buildings can become 
prestigious | through intelligent , abes 





hitectur 













The governor' 's house. survive ; 
Japanese attack on Hongkong, a 
was still intact on Christmas Day 1941, 
when the territory surrendered. Lieut- 
Gen; Rensuke Isogai was to be the new 
governor: his first residence was the 
ninth floor of the Hongkong and 
Shanghai Bank's main office in Des 
Voeux Road — the former bank chair- 


man 's apartment. From there he moved 


to à Western-style villa overlooking 
pulse Bay. - 
"But to consolidate fully the Japanese 











imperial quest, the administration de- 


cided on a suitably prestigious gover- 
nor's residence; Isogai decided to re- 
build the governor's house in a Japan- 


ese, rather than British, imperial style. 


A relative, 26-year-old Seichi Fujim- 
ura — an architect with the South 
Manchuria Railway Co. — was put in 
charge of the project. As he states i in his 
book, Constructing’: Authority, . the 
Governor's House, Hongkong, it was 
stipulated that the building should en- 
hance the Japanese military success 
and, when peace fell, serve as a civil 
governor's house, an administration 
centre, and VIP guest-house. The 
building was to incorporate both 
Western and traditional Japanese ar- 
chitectural modes: for the sake of 
economy, the design. had to utilise as 


* 


ing. , 


. much as possible of the gnung build- 


There are several important sites to 
watch for developments. The first, 
which one awaits with trepidation, 1s 
the so-called Admiralty II. The site is 
adjacent to Far East Finance Centre, 
whose developer is a major sharehold- 
er in the new project. 

There is also the planned new head- 
quarters here for the Peking-based 
Bank of China. The Chinese chose 
Pei to design a tower which is expected 
to soar 75 floors, Pei's design appeared 
in a French magazine last year show- 
ing a slender. angular tower. with 
diagonal steel supports and glass cur- 
tain-wall. There are reportedly prob- 
lems between Pei and the Chinese on 
the high costs due to the elevator shaft 
configuration and the diagonal crosses 
that will be formed by the structure. 
But if Pei has his way, the result should 
be another model by which local de- 
velopers will be able to witness the ad- 
vantages of handsome, thoughtful ar- 
chitecture. |... 

The choice facing developers and ar- 
chitects here is to take a longer view 
and be darin OF live in a city of ar- 


Fujimura's intention had been to 
produce a design couched in more 
modern language, but Isogai and the 
other government officials expressed a 
preference for traditional Japanese ar- 
chitecture. It was in that spirit that the 
East-West architectural unification — 
very much in evidence today — was 
conceived. Being structurally sound, 
the ballroom annexe was retained, and 
though Cleverley's mansion had been 
largely replaced by a reinforced con- 
crete structure, the original ground- 
plan had been adhered to meticul- 
ously. The layout of rooms and stair- 
cases was precisely what it had been 
previously, functional changes not- 
withstanding. 

Through the railway company, 
Fujimura obtained traditional Japan- 


Government House: low-profile, high-profile, mediation. 





ese ceramic tiles for the roof from oc- 
cupied China. The symbolic halberd to 
top the tower was not as grand as his 
specification, but a deadline had been 
set for the building’s completion and 
time ran out for a remaking of the 
piece. A gardener was brought from 
Kyoto to landscape the grounds; in- 
terior designers in Osaka were put in 
charge of furnishings (with the excep- 
tion of Western-style rooms, which 
were furnished with items removed 
from Hongkong’s abandoned colonial 
houses). Upstairs, facing the harbour, 
was a traditional Japanese group of 
tatami rooms; a small chashitsu (tea- 
room) also was built for the governor's 
personal use. The focal point of the re- 
built hall's ground level was a life-size 
model of an Edo-period (1600-1868) 





samurai wearing a suit of 
armour; next to it stood a 
stuffed tiger. Both were 
intended to foster courage 
and national identity and 
spur the Japanese impe- 
rial effort. 

At the same time as 
being involved with this 
project, Fujimura was de- 
veloping a vast war memo- 
rial on Mount Cameron. 
After British forces recap- 
tured Hongkong in early 
1945, however, on the or- 
ders of the then governor 
Sir Mark Young, the war 
memorial was dynamited. 
Government House was 
retained, though the first- 
floor tatami rooms were 
replaced by “proper” bed- 
rooms for the governor. By 
Christmas 1946, the interior was “Bri- 
tish” again, and since then little has 
been done to alter the substance of the 
Fujimura original. 

Government House mediates be- 
tween the power-centre of planning 
and administration in London and Pe- 
king — a mediation due to terminate in 
1997 when the British lease on most of 
the territory expires and sovereignty is 
returned to China. Bearing in mind 
this mediating role, it is not surprising 
that Government House has not 
achieved a high profile as an emblem of 
authority. But this curious non-monu- 
mental East-West hybrid is surpris- 
ingly apt, considering that its initial 
function was to eternalise the Japanese 
imperial pan-Asian militarist will to 
power. 


LL QÀAÁ! 


MINORITIES 


Those pioneering Parsis and 
their race against time 


By Bachi J. Karkaria 


ver the past 50 years, India's best- 
known trust fund has disbursed Rs 
100 million (US$9 million) which 
largely enabled the setting up of the 
country's first institute for fundamen- 
tal research. The institute later 
spawned the atomic power program- 
me, the first cancer hospital, the first 
social sciences institute, and the first 
national centre for the performing 
arts. This fund — like countless others 
in the country was founded by a 
Parsi: in this case, Sir Dorab Tata, scion 
of a legendary conglomerate which gave 
India its first steel plant and airline, 
and is currently one of the country’s 
two biggest corporations. Tata is cer- 
tainly regarded as industry’s elder 
statesman. 
But the Parsis have shown a pioneer- 
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ing spirit wherever they have chosen to 
make their mark. And the popular 
myth which depicts them as a commu- 
nity dwelling in the past — dusting 
their memories and their framed por- 
traits of King George V — persists 
mainly because the Raj witnessed their 
greatest hour of advancement. In their 
home base, Bombay, Parsi merchant 
princes (one was even called Mr 
Readymoney) made millions, and 
spent millions endowing public hous- 
ing, hospitals, libraries, schools and 
scholarships. 

But it is unfair to brand them as col- 
onialist lackeys. Many took part in the 
freedom struggle: Dadabhoy Naoroji is 
remembered as the Father of the In- 
dian National Congress and Madame 
Cama first unfurled what was later to 


become the Indian tricolour. Later 
generations may have shunned poli- 
tics, but there were exceptions such as 
Minoo Masani who helped found the 
Congress Socialist Party in 1934 and 
the Swatantra Party in 1959 

There was also Feroze Gandhi who, 
inspired by Jawaharlal Nehru, fought 
for freedom, and married Nehru's 
daughter, Indira (now the prime minis- 
ter) Some, only half-jestingly, con- 
sider the current manoeuvres foi 
dynastic rule as a fulfilment of the 
prophecy that a Parsi one day would sit 
on the throne in Delhi: the Gandhis' 
son Rajiv — though not ritualistically 
initiated into the Parsis' Zoroastrian 
faith — could at a pinch be considered 
a Parsi because his father was one 

The years of independence also have 
seen the Parsis make substantial con- 
tributions to society — perhaps not as 
spectacular as in the past, but still con- 
siderable. 

It is difficult to believe this high-fly- 
ing community arrived on the western 
coast of India a comparatively short 
in evolutionary terms 1,200 years 
ago. It was then a tiny, bedraggled 
band whose members had fled their 
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. to save their Zoroastrian faith. Today, 

| in a country where the literacy rate is 
only 37% for males and 25% for 
females, every Parsi boy and girl is lit- 
erate; in a society where the vast 
majority lives below the poverty line, 
the Parsis — thanks partly to their 
charities — are well provided for. 

It is even more difficult to believe 
these numerous achievements belong 
to one of the country's smallest 
minorities — so small, in fact, that it 
faces a very real threat of extinction. 

_ The past two decades have seen an ac- 
celerated population decline, from a 
- little more than 100,000 in 1961 to 
- 91,000 in 1971 to an estimated 80,000 
! today. (By contrast, India's population 
swelled from 439 million to some 700 
— million during the same period.) 
— —— Jn part, this can be accounted for by 
Bonigration abroad, but the true cause 
_ lies in elsewhere: in Bombay, in 1956, 
_ there were 817 births and 902 deaths; 
_ jn 1965 corresponding figures were 856 
and 1,037; in 1971, while births plum- 
‘meted to 692, deaths remained more- 
— or-less static at 1,035. In 1981 the ratio 
— was 650:997. Why are the Parsis dying 
- out? Their case shows the unique 
$ ihenomenon of a tribe decimated not 








y outside pressures and influences, 
but through its own sophistication. 

— While other Indians marry at about 
21, Parsis prefer to wait until they are 
28. or much later, or forever. Parsi 
families went nuclear a generation ago 
and most are city dwellers. They do not 
marry until they find their own flats 
— and in Bombay's shark-infested prop- 
— erty market, this could take a lifetime 
— — certainly a wait which all too often 
- makes it impossible to have children. 
Aggravating this is the sexually dis- 
= seriminatory bias in who can be ac- 
—— eepted into the faith. Conversions are 
— taboo. The children of parents who are 
both Parsis are naturally included, as 
= are those of Parsi fathers and non- 
Parsi mothers. But when the parentage 
is reversed, the children are outcasts: 
they cannot be initiated into the faith 
by the customary ritual of the Navjote, 
in which the child, at seven, nineor 11, 
js invested with the kusti (sacred 
thread) and the sundreh (muslin vest). 
l Such discrimination — surprising in 
E a community whose women are re- 
- markably progressive — has its base in 
a ruling passed by Justice Davar in 
1908. Successive reformers have tried 
to reverse it, but in vain. The orthodox 
— and on this emotive issue, even the 
progressive back off — cling to this 
stand on the grounds of racial purity 
and, ignoring medical evidence, say 
that the "seed" is passed down from 
the father, so, as long as he is Parsi, 
the children are acceptable. 

Their opponents argue that the child 
inherits more from the mother, if not 
genetically at least culturally, and the 
children of Parsi mothers would make 
better Parsis than those whose mothers 
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The Navjote ritual: towers of silence: 
life-and-death issues. 
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are non-Parsi. They also dismiss "ra- 
cial purity" as unfounded bigotry, 
pointing out the unlikelihood of the 
whole community growing exclusively 
from that original small band of Per- 
sian refugees. They are not for conver- 
sion, conceding that it would dilute the 
uniquely Parsi traits to a point at 
which the community would lose its 
distinctive identity. All the progressives 
want is for Parsi wives of non-Parsis to 
raise their children as Zoroastrians. 


he effect of this obdurate attitude is 

significant as one out of every five 
Parsi girls is married to a non-Parsi. 
This is the only Indian community in 
which females outnumber males. 
“New blood” may or may not solve the 
Parsi problem, but the old “pure” 
blood is not without taint. Since the 
community has always been small, in- 
breeding has led to what one Parsi doc- 
tor calls a "genetic disaster." Indeed, 
Parsis do appear to be disproportion- 
ately prone to cancer, diabetes, blood 
abnormalities and insanity. 

The high death rate is linked with 
another major controversy: the towers 
of silence. This poetic image shrouds 
the Parsis' ancient method of disposing 
of their dead, by leaving the bodies in 
wide, open enclosures to be consumed 
by vultures. The prophet Zoroaster 
preached what was perhaps the 
world’s first lesson in ecology, holding 
all the elements sacred. His followers, 
therefore, rule out pollution of the 
earth or water by burial; fire is the 
symbol of the faith so it cannot be de- 
filed by burning the dead. Apart 
from the gruesome thought of being 
torn to pieces by vultures, the 
method is remarkably quick, clean and 
efficient; the bones slip through slats 
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the bustle of human habitation, 
rambling woods which will attra 
keep the birds. But this is a tall o) 
today's urban squeeze, especi: 
Bombay, and doubly so becau 
area where its towers squat, M 
Hill, has become the city's mc 
veted piece of land. There are fea 
the soaring skyscrapers are c 
away the vultures, and that bod 
not being disposed of as swiftly ; 
should — a particularly abr 
thought for a community that is 
sive about cleanliness, both in I 
in death. 

There are many other pr 
peculiar to a dying community 
to continue the business of liv 
densely populated cities such a; 
bay, the Parsi Panchayat — the 
rator of community funds — is ¢ 
ately trying to build housing bl 
an attempt to push up the birt 
The housing shortage in Bor 
ironic: while land is at a pri 
there are too many fire-templ 
too few worshippers. At the sam 
the people's trust deeds do not 
their land to be putto any form« 
lar use. 

There is also a shortage of 
(mobeds). Where once they w 
powerful advisers to the Achae 
and Sassanian emperors in tl 
day of Zoroastrianism, and re: 
leaders of the community in the 
early years in India, today they 
coming redundant. The pri 
rarely attracts anyone of high 
— or, often, anyone at all. 

Now, there is often no one tot 
fire-temples, especially in the 
communities, or to perform rt 
ceremonies. The situation has 
so critical that there is a prop: 
setting up a corpus of "para-m 
It would consist of men who ha 
ordained as priests but are mor 
fully employed, and who wc 
called upon to perform religiou 
in emergencies. 

Thus, if Parsi achievement 
been way out of proportion to tl 
munity's size, so too are the 
problems. Matters are becomir 
unmanageable now as the com 
has been, in recent years, in th: 
of a minor second diaspora. Th 
Promised Land is the West wit 
material rewards. They feel tl 
no longer succeed in India | 
their numbers are too small tc 
say and because influential mr 
of larger communities are pas 
jobs to their own kin and kind. 

Today there are large num 
Parsis scattered throughout ( 
Australia, the United States a 
lesser degree, Britain. The r 
well-being offered in these cc 
does not entirely compensate 
even greater identity crisis the 
"foreign Parsis." 
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make sure you've got a seat where of menus and that the food is served 


you want to sit, one which can be - Ae. 
pre-booked. (Upstairs if you don't i EA 
smoke, downstairs if you do.) 4 
Make sure you've got the ^ 48111 
widest Business Class seat in the air. 
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on elegant china with fine cutlery 
and table linen. 

Make sure you've got a 
selection of French wines. 
And make sure you've got 

champagne from Moe 

and Chandon. 

(Don't forget ` 
the cheese 








off on business 
got everything. 


board and fruit basket.) can make sure you've got that.) 












Before you take Make sure you've got Royal 
off on business, make Orchid Service. 
sure you ve got a And make sure you've got 
comprehensive an airline whose route network can 


selection 
of business 
reading material. 
International 

magazines like 
lime, Newsweek 
and Fortune. 

Make sure 
you've got an elect- 
ronic headset for 
your ears, sleeping 
shades for your 
eyes and a pair of comfort we ! 
for your feet. eo 
Before 





fly you smooth as silk to 40 different 
destinations across four continents. 

AANA In short, before you take 
you take offon Mee NEN off on business, make sure 

















business, make 


M youve got a ticket flying 
sure yOu ve 


me Royal Executive 





got someone Class on al 
to fuss over you. Thai. R MTS trula $ 
(Only a Business And youll | FX 9 


4. 
: igr (ISS 
. Class with one cabin attendant know you've got Či cà 


for every ten passengers everything. e 


We specialize | wth. 
e specialize in growth. 
Kobe Steel offers a full array of projects, products and services that 

helps countries grow and prospet in a big way. 

For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 


Kobe Steel's integrated industrial capabilities. 
KOBELCO. It's the mark that's growing in international importance. 
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HARA N "or more information on how Kobe 

Steel'can help you grow, please 

. . write for our annual report 


<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE : + 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 





SOCIOLOGY 


Litigation wins over mediation 


Law and Social Change in a Chinese 
Community by Michael J. Moser. 
Oceana Publications. New York. 
US$20. 


his is a sociological study with a re- 

freshing difference — it is interest- 
ing. And because of a merciful absence 
of -istics, -isms, and other academese, 
it is highly readable. Moser, a PhD in 
Chinese studies from Columbia Uni- 
versity and a Harvard Law School 
graduate, skilfully questions the West- 
ern notion that a cultural heritage in- 
fluenced by Confucian ideology causes 
the Chinese to find litigation distaste- 
ful and thus prefer mediation as the 
predominant way of settling disputes. 

A little suspicious of the stereotype 
of Chinese sitting around drinking tea 
and politely hammering out differ- 
ences with the sole interest of the com- 
munity at heart, Moser did fieldwork 
in 1974-76 in “Beiyuan,” a pseudonym 
for a rural district in northwestern 
Taiwan, with a population at that time 
of 13,000. 

Compiling statistics from civil cases 
handled by the courts and those by 
local mediation groups from the 1800s 
to the mid-1970s, Moser found that the 
court's institutional framework (such 
as red tape and the degree of honesty of 
presiding officials) through the Qing 
dynasty, Japanese, and current 
Kuomintang (K MT) administrations of 
Taiwan's history would neither en- 
courage nor discourage litigation. Sur- 
prisingly, during their occupation of 
Taiwan, the Japanese introduced a 
court system that was widely used. 

In addition, Moser. found that in- 
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creased physical and economic mobil- 
itv causes a decrease of the influence of 
Confucian. ideas about disputes. 
"Community members are no longer 
wedded to local social groups such as 
the lineage and the village. .. Asa re- 
sult, Beiyuan residents today are less 
willing to accept mediation by tradi- 
tional authority figures such as lineage 
elders, village heads...” 

Today in Taiwan, one has two 
choices of venues for settlement: the 
courts and local mediation commit- 
tees. The main difference is that the 
mediation committees use negotiation 
and compromise to reach a solution 
based on customary ideas of fairness 
rather than explicit legal precepts. 
Moser dissects contemporary legal be- 
haviour to discern what would cause a 
disputant to prefer mediation over liti- 
gation or vice versa. Using actual 
cases, both at the court and mediation 
committee level, he clearly illustrates 
that "Beiyuan disputants make ra- 
tional calculations based on individual 
perceptions of self-interest, looking at 
the costs and gains involved in appeal- 
ing to one forum as opposed to 
another." 


he main issue seems to be deciding 


| 


| 
| 
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lor d-tenant dis- 
pute, mediation is 
best since the two 
will have to con- 
tinue to work to- 
gether. There is 
also another twist 
to the landlord- 
tenant preference 
for mediation. In 
some cases, the 
two parties have 
cut an initial deal 
that is contrary to 
the Land Reform 
Programme intro- 
duced by the KMT 
government in 
1949. If thedispute 
is brought to court, 
a mutually accept- 
able deal could be 
jeopardised as it 
may bein violation 
of the law 

Although the setting is distinetly 
Chinese, Moser points out: “The role of 
Confucian ideology in shaping tradi- 
tional patterns of Chinese legal be- 
haviour has been exaggerated.” Basi- 
cally, disputants, including the litigi- 
ous societies of the West, are the same 
the world over in trying to determine 
which arena will provide the best deal. 
Even in the boardrooms of major cor- 
porations, the question is debated over 
whether an out-of-court settlement 
would best serve corporate interests — 
be it for reasons of expense or un- 
wanted publicity 

The one area in which Confucian 
ideology still prevails over settlements 
(either at the mediation or court level) 
is for a wife seeking divorce. Since di- 
vorce is frowned upon by the commu- 
nity and the government, there is pres- 
sure from all sides exhorting the wife 


| to be patient with beatings, abuse, and 


a husband's carousing, to preserve the 
family. In an excerpt from a divorce 


proceeding, a judge tells one such un- 


fortunate woman: “The duties of a wife 
are not easy. But this is your fate and 
you must struggle with it.^ 

Moser logically admits that the 
study only deals with a small part of 
Taiwan's society and that Taiwan pro- 
vides only one variant of Chinese cul- 
ture. And the book is to be considered 


only a comparative reference for fu- 


whether it is worthwhiletoobtaina | 
full recovery of a claim by bringing it | 


to court, risking an irreparable breach 
in relations with one's opponent, àn 
opponent who someday may be needed 
for possible favours or as an ally. For 
example, in the case of rivalries be- 
tween families, the courts are the 
battleground since there is no question 
of saving the relationship. For a land- 
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ture studies between legal change and 
social change in Chinese societies. One 
of the many reasons for the book's 
readability is that Moser is not afraid 


| of peppering the narrative with local 


colour. Nor does he have illusions that 
he was embraced as a son of Beivuan: 
“I remember overhearing an old 
woman ask a bystander ‘Say, isn't that 
the foreigner who's studying media- 
tion? What's the quarrel about?’ " 

— NANCY LANGSTON 
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Bangkok Bank quells a potentially damaging smear campaign 


The malice machine 


By Paisal Sricharatchanya in Bangkok 


clarification, the biggest bank in 

Southeast Asia, Bangkok Bank, 
appeared to have successfully fended 
off a potentially damaging smear cam- 
paign. Unfounded but widespread 
rumours to the effect that its financial 
wellbeing was in jeopardy owing to al- 
leged extensive losses from its Hong- 
kong operations have been quashed 
and the situation at the bank appears 
to be returning to normal. 

The episode, which began on 15 
June, clearly has taught bank execu- 
tives and the monetary authorities a 
lesson: rumours of such a nature can 
easily spread to undermine public con- 
fidence and might spark a run on depo- 
sits unless quick action is taken to ar- 
rest them. 

There was no real panic run in this 
case. Bangkok Bank's solid reputation 
as the No. 1 financial institution in 
Thailand and Southeast Asia clearly 
helped allay fears and raise scepticism 
over the authenticity of the rumours. 

But the operation to put the bank's 
situation back in order turned out to be 
a costly one. For one week, starting 
from the point at which the rumours 
reached their height on the weekend of 
15-17 June, the bank had to keep on 
standby nearly Baht 5 billion (US$217 
million) worth of cash reserves at its 
Silom Road headquarters and its more 
than 80 branches in the metropolis, in 
anticipation of a run. At short notice, it 
also arranged some US$200 million 
worth of offshore borrowings, which 
were put on overnight deposit ready to 
be brought into Thailand should the 
situation deteriorate. 

Bank president Chatri Sophon- 
panich said that in normal cir- 
cumstances, each branch carries about 
Baht 4 million cash in reserves “as 
transactions on deposits and with- 
drawals usually [balance] out. In this 
case, the huge amounts of idle cash 
represented an opportunity loss since 
we could not earn interest [during the 
period]. " 

The rumours apparently generated 
equal anxiety in government circles, 
prompting several senior officials — 
including Finance Minister Sommai 
Hoontrakul — to defend the bank's po- 
sition publicly. Deputy Finance Minis- 
ter Amnuay Yossuk openly accused 
those who engineered the smear cam- 
paign of trying to sabotage the Thai fi- 
nancial system's stability. After wait- 
ing for several days, the Bank of Thai- 


A a hectic week of publicity and 


land (BoT — the central bank), issued a 
statement on 20 June to the effect that 
the Bangkok Bank's operations, both 
at home and abroad, remain stable. 

In the end, the bank pulled through a 
critical week without serious damage. 
There were unusually large crowds at 
its three main branches in Bangkok's 
bustling Chinatown — where the 
rumours originally were concentrated 
—on 18 June, but some were just curi- 
ous onlookers. Bank officials later 
explained that on a Monday transac- 
tions, particularly withdrawals, were 
normally larger than on other days. 
But the alert continued through the 
week. There also were some limited- 
scale panic withdrawals from two 
large finance firms affiliated with 
the bank — Asia Credit and Ruam- 
sermkij. 

That the Bangkok Bank was singled 
out as the target of a smear campaign 
came as a surprise to many. It is no sec- 
ret that the bank traditionally has 
maintained a sizable operation in 
Hongkong, but unlike Malaysia's Bank 
Bumiputra, Bangkok Bank is not 
known to be directly exposed to such 
failed property groups as Carrian and 
Eda. 

To date, the’ motive behind the 
spreading of the rumours remains a 
mystery. Bank executives were reluc- 
tant to go into detail, saying only that 
the matter was, under investigation. 
The bank has lodged.a formal com- 
plaint of defamation. with the police 








and has offered a reward for informa- 
tion leading to the masterminds’ ar- 
rest. 

The episode began several weeks ago 
when a popular columnist of the mass- 
circulation daily Thai Rath began to 
suggest that the bank’s Hongkong ope- 
rations were in trouble owing to exces- 
sive exposure to the territory's ailing 
property sector. What prompted Mang 
Korn Har Leb (a pen name literally 
meaning Five-Clawed Dragon) to 
focus on the issue was not clear. But in 
a country which has greater freedom of 
the press than elsewhere in Southeast 
Asia, it is not uncommon for some Thai 
journalists to go out of their way to 
exercise what they believe to be their 
duty to protect the public interest - 
even if what they write is based on in- 
accurate information. As the largest 
Thai daily, Thai Rath carries consider- 
able influence on public opinion and 
the column in question undoubtedly 
started the rumour mill rolling. 

15-17 June, when leaflets were 


B in Chinatown and 


mailed to professional associations 
and corporations, that the rumours 
built up to a peak. Unsophisticated 
and using vulgar language, the leaflets 
in essence alleged that the bank's 
Hongkong operations had sustained 
heavy losses, running to tens of billions 
of baht, and that Chatri was on the 
verge of fleeing Thailand 
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ut it was not until the weekend of 
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(Interestingly, the leaflets urged the 
public to withdraw funds from the 
Bangkok Bank and deposit.them at 
Thai Farmers and Siam Commercial, 
respectively the third- and fourth- 
largest banks. While competition 
among Thai banks has become intense 
in recent years, knowledgeable obser- 
vers have completely ruled out the pos- 
sibility that the two other banks — run 
by respected figures — were involved 
in the smear campaign. The approach 
was too blatantly unrefined, they 
said.) 

Some analysts have suggested that 
the tight-money strategy adopted by 
the Bangkok Bank in December 1983, 
which has adversely affected a wide 
section of the local business and indus- 
trial communities, might have 
triggered resentment in certain quar- 
ters. In any event, the mud-slinging 
clearly was engineered. 

Whatever really underlay. the 
rumours, they did contain one element 
of truth: the bank’s Hongkong opera- 
tions, which traditionally have ac- 
counted for a sizable portion of its 
overseas earnings, are no longer profit- 
able. During the six-month period to 
the end of June, preliminary figures 
show a HK$8 million (US$1.02 mil- 
lion) loss from the four branches the 
Bangkok Bank maintains in the territ- 
ory — the first time the Hongkong ope- 
rations have lost money. According to 
the BoT's official statement, the Hong- 
kong operations have generated an 
average of more than Baht 200 million 
a year in profits over the past four 
years, 

Chatri blamed the loss on a HK$11.5 
million reserve set aside for bad and 
doubtful debts, saying the provision 
was made necessary by unfavourable 
trading conditions prevailing in Hong- 
kong recently. As of April, the Hong- 





kong branches had some US$858 mil- 
lion in total assets, about US$556 mil- 
lion of which was in various forms of 
loans, including US$123 million or 
about 22% to the property sector. 
Chatri said the bank has had no direct 
exposure to various failed property 
groups such as Carrian and Eda and 
noted that the bank's clients are large 
conglomerates with diversified in- 
terests in Southeast Asia. 


he Hongkong loss contributed to 
a decline in total overseas earn- 


ings to Baht 80 million during the 
first-half period, but this was more 
than compensated for by a larger- 
than-expected rise in domestic earn- 
ings. Pre-tax profits in January—June 
rose 10.9% from the previous six- 
month period to nearly Baht 1.1 bil- 
lion, which resulted in an aggregate 
5% rise in total pre-tax earnings to 
Baht 1.17 billion. 

The success of domestic operations 
was the consequence of a unique stra- 
tegy which was adopted at the end of 
1983 but has been kept confidential 
since and was only brought to light 
in the aftermath of the smear cam- 
paign. 

Essentially, the bank has relied 
heavily on (relatively cheaper) over- 
seas borrowings to finance domestic 
loan demand during the first four 
months of the year while paying mar- 
ginal attention to domestic-deposits 
mobilisation. It only began to gear up 
to mobilise more domestic funds dur- 
ing the May—June period, as overseas 
interest rates picked up. By doing so, 
the bank in effect avoided having to 
compete with other banks for deposits 
(at about 13% interest) and in the same 
process made a larger margin by utilis- 
ing offshore borrowings. 

Before the strategy was clearly spell- 


ed out, there had been growing concern | 
both within and outside the bank that | 


it could be slowly losing its roughly 
30% market share in the banking sys- 
tem here. There was also concern that 
the bank might. be exposed to severe 
foreign-exchange losses in the event of 
a devaluation of the baht. It had ar- 
ranged a total of US$1 billion in credit 
lines from external sources, though not 
all of this has been used. 

However, as Chatri explained in a 14 
June circular to all bank employees: “I 
had gone ahead with the strategy as I 
was confident the baht would not be 
devalued. The results now show our 
moves were correct. We were both 
good [in planning] and lucky. . ." On 
the prospect of losing market share, he 


said: "Losing market share slightly is | 


nothing of concern. I have often stated 
that we do not intend to compete with 
anyone. We have grown to a stage 
[where] we can compete only with our- 
selves." o 
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PERTAMINA 


Suharto's 
axe falls 


Indonesia's president replaces 
the head of the state oil firm 
after a string of complaints 





By Susumu Awanohara in Jakarta 


Tu changing of the guard at Indone- 
sia's state oil company, Pertamina 
(REVIEW, 28. June), was received witha 
sense of inevitability. There had been — 
persistent signs that the whole govern- - 
ment — particularly its financial de- ` 
partments — was unhappy with the 
way the outgoing president-director, 
Judo Sumbono, was running the com- 
pany, which still accounts for a sub- 
stantial portion of the country's exe 
ports and the government's revenue, 
Sumbono only served three years of his 
five-year term to give way to Abdul 
Rachman Ramli, formerly president- 
director of the state tin-mining coms 
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pany, Tambang Timah, who now faces. — 


closer scrutiny, reduced powers — and. — 
great expectations. 

Pundits in Jakarta like to speculate 
on why President Suharto finally de- 
cided to dismiss Sumbono. As is the © 
rule here, the anecdotes which abound _ 
tend to focus on the personal feelings 
of the key players, including Suharto, 
Sumbono and five members of Per- 
tamina's board of commissioners — 
Mining and Energy Minister Subroto, 
Finance Minister Radius Prawiro, 
Technology Minister B. J. Habibie, 
Planning Minister J. B. Sumarlin and 
State Secretary Sudharmono. 

While personalities do come into 
play in major appointments and. dis- 
missals, their workings are difficult to 
analyse. But there have been sufficient 
indications that Sumbono, who ap 
rently was chosen by Suharto in 1981 
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de himself unpopular with just 
= about everyone he dealt with. 
L : Sumbono's battles with top finan- 
cial officials were the most visible. In 
( date 1982, a presidential decree was is- 
J sued which in effect made it impossible 
@ for Pertamina to delay tax payments 
n very substantial amounts, which 
iem been standard practice previously. 
Among other things, Pertamina was 
mc to give up 60% of its net 
. operating income (accruing from its 
| own operations) in addition to the gov- 
'ernment's shares arising from produc- 
— tion-sharing contracts with foreign 
~ companies, almost as soon as they were 
alised. It is understood that the then 
* Binance minister, Ali Wardhana (now 
| economic coordinating minister) en- 
ered this decree with Sudhar- 
i E s help. 
Early in 1983, when major foreign 
"o. tractors complained that 
Pertamina was not paying its 
- bills on time — suggesting that 
_ the company may be facing yet 
another financial crisis — the 
financial officials came down 
hard, albeit privately, on Sum- 
‘bono. Their claim was that the 
M: oroblem was purely adminis- 
trative; that Sumbono was re- 
fusing to sign bills. It was 
pointed out that Pertamina's fi- 
~ nancial health was a far cry 
from the worst times of the 
—mid-1970s. The country was in 
dh 
dc 
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ic process of raising a jumbo 
f: | of US$1 billion when Per- 
imina's slow payments be- 


came an issue, and the officials 
‘were eager to dispel any default 


E "hertamina's unaudited ac- 


—WM counts for the financial year 
er ded 31 March 1983 are tes- 
"t peony to the battle which was 
E eing fought at the time between Sum- 
mo and financial officials. Total 
E = during the year reached Rps 7.5 
Er ion (US$7. 5 billion), up 7.6% from 
he previous year. In US dollar terms, 
? rate of increase was smaller, as the 
| E ipiah was weakening against the US 
currency during this period. 
— Pertamina's *income before govern- 
m E share" declined by Rps 400 bil- 
on to Rps 1.03 trillion in 1982-83 and 
the company's net income dropped 
K rastically from about Rps 700 billion 
. tc o Rps 70 billion. Asat 31 March 1983, 
- "Pertamina's long-term liabilities stood 
at Rps 1.3 trillion, of which US dollar 
^ e bligations to the government were 
pow US$580 million (down from 
more than US$10 billion in the mid- 
n ke 1970s). It is reasonable to assume that 
—— the decline in-gross income was caused 
= inpart by rising costs and that the drop 
... àn net income was due largely to the 
" squeeze enforced by the Finance 
Ministry. 
=~ [n March 1983, those concerned with 
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Pad | to cut its 
price by US$5 a barrel, which meant 
Pertamina's revenue would drop by 
15%, even assuming constant overseas 
sales volume. Costs were bound to go 
up with three new refineries coming on 
stream (at Cilacap, Balikpapan and 
Dumai), taking over processing which 
had been done at long-established (and 
low-cost) Singapore refineries. 

The Pertamina board of commis- 
sioners was reshuffled in April 1983, 
the industry and defence ministers 
being dropped and Sudharmono and 
Habibie being taken on. Sudharmono 
is Suharto's trusted financial control- 
ler, while Habibie is the president's 
all-purpose technology adviser. 

One year later, in an unprecedented 
move in April, Suharto called a meet- 
ing of top Pertamina officials and the 
board of commissioners, with the aim 
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Sumbono and Ramli: a new man in the hot seat. 





of making the company more efficient. 
As a result of this meeting, which was 
uncharacteristically harsh by Indone- 
sian standards on the Pertamina man- 
agement, three task forces were 
formed to further study the company's 
key problems. Director-general of oil 
and gas at the Mining Ministry, 
Wijarso, headed the marketing task 
force, Prof. Kho Kian Hoo of the tech- 
nology agency the refinery task force 
and director for oil control at the Fi- 
nance Ministry, Yusuf Suyud, the ac- 
counting task force. 


The task-force studies have not been- I 
^ overcome short- term | economic dif- - 


made public, but the issues addressed 
by them can be surmised. In market- 
ing, on a personal level, Sumbono was 
well-known for being rude even to his 
best customers. The marketing task 
force naturally would consider ways of 
boosting sales within the context of — 
and possibly outside of — Opec. 
Refinery operations involved the im- 
mediate problem of completing and 
raising the capacity utilisation of the 
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Likewise, the accounting task force 
was charged with making the oil com- 
pany “auditable and accountable" as 
soon as possible (the target for which 
was set at end-1983). Manuals have 
been prepared by foreign consultancy 
firms Arthur Young and Coopers and 
Lybrand, but they are little used by 
Pertamina departments. 


amina 


AS from marketing, refining and 
accounting, Subroto has men- 
tioned management and exploration as 
areas in which Pertamina needed to 
improve its performance. Subroto has 
stressed the ability to get along with 
people and reconcile conflicting views 
as well as the need for stepped-up exp- 
loration activities to maintain the level 
of oil production. 

Subroto has not concealed his disap- 
pointment with Sumbono and hopes 
Ramli will do better. That sentiment is 
shared by many, including Suharto, 
who is loath to dismiss officials before 
the end of their tenure. He did so in this 
case because he was deeply concerned 
over successive increases in domestic 
oil prices he has been compelled to en- 
force — and will continue to enforce, 
sources say. 

Ramli has a tough time ahead. Many 
have observed that his diplomatic ex- 
perience (as consul-general in Singa- 
pore, Hongkong and New York) will 
mean he is a better salesman than 
Sumbono. Ramli may be allowed to 
bring in men he is able to work with, 
replacing some of Sumbono's staff at 
Pertamina, but the board of commis- 
sioners may also want decentralisation 
of power. 

Already, the powers of Pertamina's 
president-director have been reduced 
considerably compared to the time 
when the flamboyant Ibnu Sutowo, 
who was responsible for the company's 
virtual bankruptcy 10 years ago, was 
running the show. For example, Per- 
tamina can no longer borrow from 
abroad directly. There also is specula- 
tion that vice-presidents may be ap- 
pointed to share Ramli's respon- 
sibilities. 

The reshuffle at Pertamina can be 
seen as part of the government's at- 
tempt to make powerful Indonesian 
state enterprises more efficient. In- 
deed, this has been identified as In- 
donesia's next major policy task, hav- . 
ing introduced: sweéping reforms td: ` 


ficulties and ensure’sustained develop-" 
ment. 

That the government is tackling Per- 
tamina head on — and tackling a com- 
pany that some had predicted would 
never be disturbed because it is al- 
legedly the source of large slush funds 
— is an indication of the government's 






commitment to. streamline the state 
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In Hong Kong: | 

Ray S oudah, Midland Bank pic. 
Princes Building, 10 Chater Road. 
Hong Kong. . 

Tel: 5-265678 Telex: 63760... 

In Beijing: 

Philip Pritchard, Midland Bank Group. 


Room 6055, Beijing Hotel, Beijing. 
Tel: 556110 Telex: 22594 





Midland Bank provides a r: 
services for customers in 


loans, export, trade-rel 
Group companies with on-th 
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For assistance with your needs, | 


a i 21 











e-spot experience 
ers : 





QUSE Ee 


contact: | 


In Singapore: F 


ES 





PACT 






















John McLean . Midland Bank ple, Fench Yoshida. ink p co 
4805 OCBC Centre; 65 Chulia Street, Togin Building. 4-2 Marone hi T H 
Singapore 0104. Chivoduku. Tok 
Tel: 916188 Telex: 20035 Teh: 2841861 Telex X^ "Det 
Brian Richards, Midland Bank plc. Roger Wallis, Midland Bank € Cae n T T]. 2 
152 Maker Chamber No fV, d4th Floor, Level 10, Midland House, 17t Clarence Sree d 
222 Nariman Point. Bombay, 400 021. Sydney, NSW 2t OE: Be 





Tel: 220127 Telex: 0115478 Tel: 290 8400 Telex: X: 








AEAEE te RS SR Itn SBE SDRC SE PSN NN dant AR ROU VU 





| / Patrick Smith 


between Washington and a Paie 


r South Kora nor N has 
'er been shy of the fission pro- 
Ah began studying commercial 


d States president ^ Dwight 
nhower delivered his "Atoms for 
e" speech in 1953. Seoul and 
aipei commissioned their firsi com- 
4al reactors more than two de- 
es later. In about the same amount 
time, even their scaled-back pro- 
mes will move them from no nu- 
ar generation to a point at which it 
ojrovide half their electricity or 





lowever, this pace has had its price. 
ial development has been entirely 
jendent on foreign expertise — 
South Korea and Taiwan are only now 
nning to outgrow this dependence. 
eal capabilities and manpower 
been stretched to what many view 
yond prudent limits. Technology 
sfer has been slow, chiefly because 











ar-waste disposal... 
vvorks have not kept pace. 
ien'tists and indust 


- nuclear power soon after then 


rnation has had the mechanisms 
sorb it. Until now neither country | 
issued a long-term .poliey. on F 
Regulatory 


ecent obituaries for nuclear: power in the United 
tates, where there have been no new reactor orders 
since 1978, have little relevance in East Asia. They 
iggest only that suppliers will compete more heatedly in 
world’s healthiest market for nuclear systems, as they . 
doing, for instance, in China, the latest Asian country to 
pose a substantial. nuclear-power programme. Indica- 
ve: perhaps of the climate were recent allegations against. 
}itel, the. leading US engineering firm, of paying bribes 
rordersin South Korea. So too were the enthusiastic |: 
ons of US suppliers to the recent nuclear-plant ac- a 
| 
| 
| 


t suerte sents were low. ie an er or 
el zope 80-85% of operating out- 
Y e neers is 25% ». Trans- | | | | 

| accounts for about 65% on power a un Economie " 
shifts are now Ru Taiwan and South Ko ea. a to revise. 










sufficient — particularly given that 


the 1970s. 


cite other concerns. In Taiwan, critics 
sions for emergencies have not been 


Taiwan is an. intensely developed 
island and lies on a geological fault. 
South Korea has been criticised by the 
World Bank for inadequate safety 
measures and regulatory resources 
(REVIEW, 3 Mar. '83). Both nations have 
elaborate subcontracting systems that 
tend to reduce quality, efficiency and 
project control. Neither has a tradition 
of independent inquiry or public dis- 
closure; public concern is almost nil. 

Some of this is unlikely to change. 
Not even the minuscule opposition 
movements expect such standard pro- 
cedures as publie hearings on siting 
studies or risk assessment. Safety stan- 
dards are likely to remain a debatable 


charge, environmental data or provi- 
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point. In other areas, however, there is ` 


much activity — in June, for instance, 


t: South Korea was expected to issue a plan 


for waste disposal as part of its revised 
energy programme. More than anything 


else, both nations are aware of techni- 
| cal inadequacies: and acute personnel | 
shortages. 


Both are participating more fully in. 





front-end activities: Areia en- 


firal + " 



























































the iuge of the nuclear ‘choice. Any doubts about nuclear 
commitments were assuaged by the oil- -price increases of 


Others are now following East Asia's three nuclear na- 
tions: Hongkong. China and the Philippines are adding nu- . 
clear power to their electricity grids. Lower down the lad- 
der. Indonesia began construction in March of a 30-mw. re- 
search reactor — itsthird — and Malaysia announced plans z 
to build one with assistance from Pakistan. The region's 
other recent convert is Vietnam, where a research reactor . 
became operational. in May. Nuclear. power already has 
claimed a prominent place in the region’s energy mix — it 
will be a primary source of electricity in Taiwan and South 
Korea by the end of this decade. At first this reflected the 

needs of industry as agricultural economies 
formed. Then came the conservation meast 
1970s and the shift into higher-technology p 
Now UD n share of odd const 


were trans- ; 
res-of the late — 
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gineering on Taiwan's first six reactors |. 

was managed by either Bechtel or. 
Ebasco, both of the US, with the par- - 
ticipation of local engineers. But qeve- — 
lopment was minimal because the local- 
staff dispersed when the project was .- 


finished. "There simply was no entity 


toreceivethetechnology;" one US exe- 
cutive observed. In 1979, the govern- 
ment- invited Bechtel into a joint ven- 
ture, Pacific Engineers and Construc- 
tors, to handle architectural engineer- 
ing and build a pool of local talent. On 
Taiwan's next two units the goal is to 
have 85-90% of the project done lo- . 
cally. The firm now has 500 engineers 
working in Taiwan; Bechtel, which has : 
a 60% share, has rotated 200 to the US 
in the past four years. . 

Typically, the approach of the Korea 
Electric Power Corp. (Kepco) has been | 
more independent. -It established 
Korea Power Engineering Co. (Kopec) 
in 1975 as its architectural-engineér- . 
ing subsidiary. Kopec now has 30 en- ` 
gineers training with Framatome in - 
Paris and. others on the site of: 
Framatome's South: Korean project, - 


the latest to. bé awarded: ,Kdpec will” 


handle architectural engineering on all. - 
new prolem while Kore Heavy Tee 
























1970s — in Taiwan con- 
sumption contracted. : in 









eae level will. 
get higher before they 
begin to decline later in 
the decade. .. 





long with this, com- 
parative costs have 
changed. Oil prices 
have stabilised and coal 
prices are expeeted tores 
main flat — or fall from 
interest rates have remained per- 
ng the assumed advantage of the 
r ditionally, nuclear-powered genera- 
ed a third of the cost of oil-fired 
he cost of coal. Now coal is getting 
in part because of price fluctuations, in 
:lear power’s front-end costs have esca- 











South h Korean nuclear plant: 
cheaper than coal? — 













nuclear By ah ioi 
tion has been 







part because n 


lated dramatically. Even Japan, the region's most commit- 
ted nuclear nation, is revising its nuclear construetion 
programmes. ‘Costing has never been a very precise busi- 
ness. Overruns are as common in Asia as they are anywhere 






the cost of long-term waste storage cannot be facto’ 


` port infrastructure, the type of coal burned and other 
“tors. Coal- and oil-fired plants often are run below cag 


sition lobbies in both countries in less 






they are unknown. The cost of coal-fired generat 
pends on the plant's size and location, storage and 















because they are more flexible than nuclear-po'w 
facilities. The list of variables goes on. ds Taiwan, a s, 
tist has collected four official estimates of the comp ar 
cost of oil-fired, coal-fired and nuclear-powered | 
tion in the past two vears — the nuclear- power figtures 
ying by a factor of four. South Korean planners reck oni 
can now produce power more cheaply th an nuclear | 
— but they have used a much-simplifiec! economic: mo 
Nuclear power is now 63% cheaper than burning, cil 
16% cheaper than coal, claims L. K. Chein, c hairm: ani of 
Taiwan Power Co. “But no one really knows," he adm 
It may be that the nuclear-power programmes va Ta 
and South Korea simply have developed too qui 
part this reflects legitimate long-term supply co ncett 
part the absence of arms-length oversight agenci eso 
lic interest — it is possible to meet the entire nuc le 
than a clay 
downs in both countries can LO s Cie ne ws f 











































nel Lacs pnt are Bom aints i in ten own r Md 

It may also bethat Taiwan and South Korea, the re 
most enthusiastic nuclear proponents, have four 
limits to commercial usage sooner than expected. Pr 
beyond currently planned programmes woulci requi 
justments among industrial consumers t hat some pk 


else. 
The cost of decommissioning a nuclear-power pant and 






5 "they are not of a grade worth 
developing. But both have entered into 
joint-venture exploration contracts 
overseas to assure future supplies, One 
of these, in Paraguay, involves both the 
Taiwan Power Co. (Taipower) and 
Kepco, as well as a US firm. 

At present, Taiwan's reactors are 
fuelled with yellowcake from the US, 
South Africa or Canada, which is en- 
riched in the US under a 30-year con- 
tract. South Korea has signed similar 
contracts with the US Energy Depart- 
ment and Cogema, the French nuclear- 
fuel company. In 1982 Kepco founded 
Korea Nuclear Fuel Co. as a sub- 
sidiary. It is scheduled to begin supply- 
ing Kepco's fuel requirements in 1988. 

Solving. manpower problems in 
these two programmes will be a slow 
process of accretion, despite local edu- 
cation programmes and extensive 
training. agreements overseas. Kepco's 
pace of development has pushed per- 
sonnel with little experience on to its 
most recent projects. On the regulatory 
side, poor salaries have made recruit- 
ment relatively ineffective. Taiwan's 
"brain drain" to the US has been no 
less devastating in the nuclear field: 
Taipower can recruit only a tiny frac- 
tion of the engineering iba eis from 
Nati onal Tsing Hua niversit ; 









though South. Korea has discovered | | 
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P- put Korea's nuclear-power pro- | 


gramme has been a kind of "learn 
from France" exercise. By adapting 
technology, using standard designs 
and stressing technical continuity, the 
country has planned a programme 
much modelled on France's. Until re- 
cently, it also wanted to raise its pro- 
portion of nuclear-generated electric- 
ity to a similar level: in the 1970s, 
Korea Electric Power Corp. (Kepco) 
planned to operate 30-40 reactors by 
the end of the century, giving nuclear 
power 60% or more of total generation. 

Kepco's plunge into nuclear genera- 
tion reflected two long-range con- 
cerns: energy consumption more than 
doubled in the 1970s, giving South 
Korea an energy elasticity ratio (con- 
sumption growth to growth in gross 
national product) of 0.96:1. Expansion 
of electricity consumption at current 
rates would deplete South Korea's 600 
million tonnes in recoverable coal de- 
posits, the country's chief indigenous 
source of supply, in two to three de- 
cades. Coal imports began in 1982. In 
turn, Sow th Korea wanted to cut the oil 








judge too severe. The technology to proceed further se 
to be some years away. 
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years. Kepco's early e 






























for three-quarters of total supp 
mostly in the form of petroleum 
country where forel gr: debt is 
stant concern, spending on oil 
8% of Eu South Ko rea W vants te 
from 55% r now to lee than, a 
1991. New nuclear-power red | 
have been expectecl to fill the br 
Both oil and coal. prices were cli 
ing when Kepco's first plant came 
stream in 1978: a 587-mw. 4 
surised-water reactor supplied 
Westinghouse. In 1983, two more 6 
mw, units, supplied by Westimghe 
and Atomic Energy of Canada, W 
added to the system, Six 950-mriw. pi 
surised-water units are due ta be« 
pleted by the end of the decade, 
supplied by Westinghouse and tw 
Framatome of France. Six other 
are in the planning stage. 
This pace is not likely to i: 
end of 1983 South Korea co 
revision of its current five- 
(1982-88), reflecting reduced econ: 
growth, export performance. 
energy consumption in the pas 


ust 












as given Kepco a current re- 
a ot more than 3000 dis- 


C st to poser at 35% in 1987, fall- 
o a healthier 18% only in 1991. 
1e reactors operating by 1990 
'he duled to su pply a third of elec- 
ity But by then Kepco is likely to 
mp lementing a much different 
g-ter m power-gieneration plan. 
he Energy and Resources Ministry 
‘bout to issue a. revision of its own 
asts . 
ime xvill reflect the macro-econo- 
"sions in the current plan, as 

























































E j economie growth has left | 
y planners; few choices. Hectic 
isa tion kept energy demand _ 
ng faster than gross national 
ict in the 1960s and 1970s and 
| the share of imported energy 
25% to its current 88%. Oil, of 
Taiwari has almost none, still 


Not surprisingly; the ar- 
of the economy have pursued 
ous proggrammes to conserve 
d diversify sources of supply. 
ambitious of all is Taiwan's 
“öf the nuclear option. Taiwan 
Co. (Taipower) is now complet- 
hird twiri-reactor facility. The 
(actors currently operating al- 
provide one of the world's high- 
centages of nuclear-generated 
jeitv: 27% of capacity, 40% of ac- 
idpply. Only France, at 48% of 
ated power, and Belgium (45%) 
arger programmes in propor- 
terms. 
wan is also completing a two- 
assessment of its nuclear-power 
ogramme. The government is ex- 
ed soon to approve plans that, 
le still ambitious, are a step back 
souls set a decade ago. Basic 
s are now emerging among 
s and scientists in Taipei: how 
an Taiwan prudently pursue its 
r programme and what is the 
mum mix of power-generation 
‘ces? | 
uclear power's attractions are 
r enough. Two decades ago, with 
culture generating a quarter of 
it, the island SUppucd 73% a its 
Hg 





















The adjusted energy pro- | 


des more them 60 9 of supply o 
e kind of external. dependence | 
es Taiwan's political leaders 
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| slight ones — and. | e 
. latter so far have ranged from 25-6676. 


Kepco's s term debt is equal to almost 
1596 of South Korea's US$40 billion in 
foreign debt. Domestic afld foreign 


borrowings in 1984-85 are scheduled 


at US$2 billion and US$2.5 billion re- 
spectively. 

Equally, the reduced priority given 
coal-fired generation has been recon- 
sidered. In the 1970s, the nuclear- 
power programme had assumed coal 
prices of US$70 a tonne on a cif basis. 
Now coalis US$50 a tonne and islikely 
to fall further, given Poland's return to 
the market and the recent availability 
of other large reserves. Several months 
ago, planners completed a study indi- 


coal deposits. Then came 20 years of 
growth at an average rate of roughly 
10% a year. Industry’s share of output 
rose from 30% in 1962 to 50% by 1983; 
agriculture’s share dropped to 7%. 
Taiwan's growth had become energy- 
intensive: the ratio of energy-demand 
growth to expansion in GNP was a re- 


| latively high 1.4 for most of the 1970s; 


in Singapore, for example, it was 0.83 in 
the same period. | 
Domestic resources have never been 


promising. Coal reserves, which used 


to cover 60% of energy needs, are be- 
coming uneconomic to exploit — coal 
"DCIOEUE. imports) now accounts for 
about 18% of requirements. Natural- 
gas reserves, never consequential, will 
see a drop from the current level of 
4.5% of supply. Hydropower leads a 
number of other alternative sources, 
providing 4.5% of supplies. But plan- 
ners view it as nearly fully developed. 
Taipower put its first nuclear- 
generating plant on stream in 1978-79 
— two 636-mw. boiling-water reactors 
supplied by General Electric (GE). Nos 
3 and 4, 985-mw. reactors also of GE 
design, were added in 1981-82. Fuel 
was loaded in the third site in March 
this year; one of its two 951-mw. light- 
water reactors, supplied by Westing- 
house, is scheduled to begin commer- 


cial operation by mid-year, The plant 


will bring Taiwan's nuclear compo- 
nent to 43% of generating capacity and 
50-60% of actual supply. 

Second thoughts began in 1982, 
when Taipower's next two reactors 
were postponed. Now Taipower is hop- 
ing its fourth nuclear plant will be- 
come operational by 1994 — a delay of 
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expected. to cut FREE S nuclear: con- 
st i oan programme dramatically - — 


century y. The next reactors to be built, 
first scheduled to begin operation in 
1990-91, are likely to be deferred for 
two years. The four others thus far dis- 
cussed will be put off until after 1991. 
Plans for new coal plants also are ex- 
pected. Until now, only one coal-fired 
plant was scheduled to be commis- 
sioned between now and 1991. Under 
the revised plan, coal and nuclear 
power are to be given equal places in 
the national grid: each will meet 40% 


operating by the end of the century — a 
reduction of a third to a half from pre- 
vious plans. Assuming consumption 
growth of 5.8% a year (Taipower's 


forecast), the fourth plant will meet 


three-quarters of average daily de- 
mand and half of peak demand. 
Several factors spurred the reassess- 
ment. Conservation measures and the 
late-1970s recession produced an un- 
expected shortfall in consumption. 
Now the Economic Affairs Ministry is 
more pessimistic about future growth 
and more anxious to reduce 
Taipower's interest burden. One way 
to do this is to cut construction times 
from nine years to seven: one reason 
for the nuclear programme s two-year 
delay. 


MÀ 


T aiwan's industrial PE E has 
also been a factor. Some energy-in- 
tensive industries, such as the island's 
two aluminium smelters, have been 
closed as part of Taiwan’s move into 
higher-technology manufacturing. As 
a result of these factors, Taipower now 
has 12,000 mws of generating capacity, 
against peak consumption of 7,800 
mws. Allowing for normal reserve ca- 
pacity of 20-25%, Taipower is still 10- 
15% oversupplied. - 

Equally to the point are Taipower's 
cost overruns, part of which is the re- 
sult of unexpected interest charges. 
Costs on the first and second plants 
were almost double the original 
budgets. Taipower chairman Li K. 


Chen reckons overruns on the third 
plant will be about 50%. Construction 
costs are climbing rapidly anyway — 
US$750 a kw. for the first plant and 





plant, likely to ificlude two 1, 000-mw. 
reactors, has been dur" at US$2, 200 a 
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sonnel. Part of. this, will be ihe rene 
inspired use of standard designs and - 
technology and the development of | 
long-term procurement contracts with 
local suppliers. Such steps will be in- 
strumental as. Kepco assumes in- 
creased control of its construction pro- 
gramme through its two, engineering 
subsidiaries, Korea Heavy Industries 
and Construction and Korea Power 
Engineering Co. (Kopec). | 

Kopec is now conducting a study of 
available nuclear technologies, con- 
centrating on the three suppliers so far 
involved in the South Korean pro- 
gramme. But making one of these stan- 
dard will rest on financial as well as 





century. Taipower s term debt in 1983 
(less current maturities) totalled 
NT$202 | billion (US$5.05 billion). 
Paid-up capital was NT$60 billion — 
an equity increase of some two- and-a- 
half times in five years. 

Borrowings are to decline in the next 
several years in line with construction 
cutbacks: from a projected NT$60 bil- 
lion in the current fiscal year to NT$43 
billion in fiscal 1985. There has been 
talk in Taipei that Taipower may even- 
tually make a public offering of its 
stock, roughly 93% of which is now in 
government hands. Any such offering 
— it would be Taipower's second at- 
tempt at equity financing — could 
have a positive impact on Taiwan's 
foreign borrowings:  Taipower's 

offshore borrowings are reckoned to 
account for half of the island's US$8 
billion foreign debt. 

With Taipower's pause have come a 
number of other questions. Among the 


most pressing is reform of the rate 


structure. Because the output of nu- 
clear-powered plants cannot be ad- 
justed, a higher proportion of nuclear- 
generated electricity requires a much- 
flattened daily demand curve. This is 





r down the nuclear 
re other choices. One is the con- 
Wir per reactor units in a limited 
number of Sites — a decision with cost, 
efficiency and safety implications. 
Another is the use of high-enrichment 
fuel and the extension of spent-fuel 
storage capacity — both of which 
would help solve waste-disposal prob- 
lems. Nuclear parks also may consist of 
smaller reactors — say, three 300-mw. 
units instead of the large 900-mw. 
units now under construction. This 
would make the nuclear component 
more flexible and would keep nuclear 
power practicalas growth in consump- 
tion declines. — PATRICK SMITH 


normally accomplished by charging 
industrial users premiums for daytime 
consumption and discounting night 
usage. 

Energy planners calculate Taiwan 
needs a rate differential of at least 1:3 
— the level on which South Korea has 
settled; Taiwan's differential is now 
1:1.67. Reflecting official inertia and 
private-sector resistance, it is not 
likely to be increased beyond 1:2 or so. 
But as the share of nuclear-generated 
electricity approaches the base load, or 
constant portion of demand, there are 
only two alternatives. 

One is pumped storage, the use of 
surplus power to move water into re- 
servoirs, from which it can later gener- 
ate hy dropower — a process that re- 
sults in a loss of about 20% of output. 
The other is the use of technology 
pioneered in France to allow output of 
nuclear generators to be partially ad- 
justed, But this increases the risk of 
human error and places greater stress 
on equipment. “For safety reasons,” 


said a senior energy official, “we dare 
not use it.” 
Indeed, concern that Taipower's 


programme has run ahead of the is- 
land's technical capabi- 
lities extends to some of 
Prime Minister Yu Kuo- 
hwa's most senior ad- 
visers and runs from the 
training of engineers and 
scientists to the quality 
of subcontractors. Im- 
provement in these areas 
is a slow process and 
among those who recog- 
. nise this a simple conclu- 
sion is gaining accept- 
ance: Taiwan has already 
achieved the maximum 
proportion of nuclear 
| energy in its electricity 
] grid. Raising the nuclear 
| share would make Tai- 

.Pewer S. e un- 


road. 










































































By Philip Bowring and 
Teresa Ma in Hongkong 


hina's first major civil nui 

power station has been alocatii 
Daya Bay near the Shenzhen 
Economic Zone in Guang 
vince. It is, however. as much à 
kong project as a C BE one T 
bility is based on Hongkong's wi 
ness to buy most of its output =s. 
a price over which the buyer w 
relatively littlecontrol. The finant 
af te project is E et dv y Ze to be: 

"The HK$36 S (US$4. B 
station, to be equipped with twi 
mw. pressurised-w 
be developed by à joint-vents 
pany. Financing is structu 
equity and 90% debt. OF 
equity ots 6 billion). ae 


4 
ater 


pen iC IE OE 





Nuclear duy es tment Co. (H 
the balance or HK$27 baillie 
footed by China's Guangdor ni 
Co. China is expected to conta 
75% stake in land and labonr.. 

About 70% of electricity out 
be sold to Hongkong. earnir 
exchange to service financing 
Output sharing will bein propor 
the equity holdings of each pa 
Guangdong Power intends to t 
only 30% of total output, the ! 
of its 75% share will be sold toj 
under a resale agreeme nt. The Ü 
purchase agreement between 
and the joimt-venture 
guarantees a constant suppiw d 
vertible currency which may bed 
repay foreign loans. Ht is agains 
guarantee that foreign banks w 
vide loans and credits (estim 
HEG. 4 pion) si r s propor 


















interest. Rough iv one- thi ird 
local cost, 
li is assumed that most of 
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foreign-exchange cost of the p 
3 ey : 











plying countries at favourable 
12-15 years from commissi 
9.5% interest. The balance, 
substantial part the h 
financing in China, will be met by 
borrowings. The Ban leat China. 

pressed interest in | : 

loans and also in actin 
borrower on behalf of t 
ture. Electricité de fan 
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ngkong's concern about the cost 
d safety — of Daya Bay has 
eased by inaccurate and con- 
adictory statements by Peng Shilu, a 
ese vice-minister of water conser- 
ncy and power, who heads the office 
or supervising the Daya Bay project. 
e has said that costs will end up being 
much lower than Hongkong's estimate 
f HK$32-36 billion (US$4.1-4.6 bil- 
ion) — but he has quoted a different 
igure each time. In November 1983, 
hen the Hongkong Government an- 
iounced its endorsement of Hongkong 
ticipation in the nuclear project, 











e for the design and overall 
gement of the project. Another 
company, Framatome, will be 
g the nuclear content of the 
n while General Electric Co. 
) of Britain will supply turbines 
nerators. ^. 
-are now being examined by 
ints -~ Bechtel and Quadrax, 
‘and Hill, both of the United 
ind Swiss Power Consultants. 
: Hongkong Government agreed 
id support to Hongkong invest- 
in the Daya Bay station — by ap- 
ig an offtake arrangement as 
"as providing guarantees to 
00 million worth of loans — on 
on that the cost of electricity 
. be no greater than that gener- 
"domestically by conventional 
; However, for a project with an 
ar lead time, this involves 





sider is China Light and Power 
j, one of two electric utilities. l 

the negotiations between Hong- 
nd China, the Guangdong au- 
have promised that the cost of 
icity will be less than that of con- 
ional power in exchange for an op- 
um 70% offtake by Hongkong at all 
ies of the year. However, the fine 
nt of the offtake agreement now 
ng negotiated is likely to mean that 
ina will be protected against losses 
electricity will basically be sold to 
1e Hongkong consumer at a cost-plus 
asis, so Hongkong will pay if the 
hmetic goes wrong. 

'Ower companies in Hongkong are 
verned by schemes of control limit- 
ir return on fixed assets. CLP's 
“investment in the nuclear plant 
quite small and the risk it faces 
be commensurate. Although it will 
be able to calculate its return on 
basis of the cost of the nuclear 
ity, it, will be able to pass on the 
t of purchased power directly to the 
isumer and pass on resulting addi- 
nal costs should excess supply re- 
| dt to leave part d tof its own capa- 













uesswork. So far, HKNIC's sole’ 
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wildly askew. There are also di 


Peng said US$3.5-3.7 billion would be 
sufficient to complete the station, but 
by the end of May 1984 
vised his estimate to U 
which includes interest payments and 
the rate of inflation on a base cost of 
US$1.7-2 billion. This would make the 
Dayastation the cheapest in the world. 

Peng told reporters that the cost of 
electricity to Hongkong consumers 
will be low because the effects of infla- 
tion in China's socialist economy are 
minimal. Peng and other Chinese offi- 
cials repeatedly said that Hongkong's 
China Light and Power Co. overesti- 












city idle. A source said that the cost in- 
volved in the offtake of electricity may 
be treated as an operating expense. 

HKNIC is seen by many as a political 
vehicle. Many aspects of the economics 
of the Daya Bay station are open to 
question. There are doubts that Hong- 
kong's future power demands cannot 
be met just as economically by addi- 
tional coal-fired stations. 

A feasibility study conducted by 
CLP in 1980 indicated that capital 


Costs of the nuclear-power station 


would be about 40% more than an 
equivalent coal-fired station in Hong- 
kong. But unit costs for electricity 
were projected to be lower for the nu- 
clear plant from the fifth vear of opera- 
tion onwards and the average cost of 
electricity over the 20-vear period was 
estimated to be 24% lower than using 
coal. However, the projections as- 
sumed that coal prices would rise 12% 
a year to the end of 1986 and 11% 
thereafter, while current forecasts pre-_ 
dict little or no real increase in coal 
prices for the rest of this decade. In 
fact, the average annual increase in 
coal prices has been only 6.8% (in US 
dollar terms) since 1980. 


TE Hongkong Government employ- 
ed British merchant bankers Lazard 
Brothers to give an independent as- 
sessment of viability. They concluded 
that the scheme should be viable. How- 
ever, it is not known what range of 
prices for alternative power sources — 
basically coal — were used. (At stable 


real prices for fossil fuels the econo- . 


mics of all nuclear stations become 
dubious.) And though interest rates on 


the bulk of the borrowings — export | 


credits — will be in the range of 10- 
12.4%, how large they may prove in 
real terms remains guesswork. . 





Lazard's green light also is thoug at 


to have been conditional on the pri 
not suffering serious delays. Given 
capital intensity, serious constructi 
delays can throw financial projet 
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“Peng: ‘said that lower charges will be 
guaranteed by a clause in the contract 
stating that profits will be controlled 
at 20-25% of capital, but it is obvious 
the profit ceiling will be raised as capi- 
tal costs escalate. In April, Peng esti- 
mated that nuclear-generated electric- 
ity will eost 6.9 US cents per unit. 
which is some 17% less than current 
charges in Hongkong, and that the 
price will be maintained for 13 years 
from commissioning (when all loans 
would have been repaid, according to 
China's schedule), after which the 
charge will be slashed by 50%. 

| — TERESA MA 









maining as to whether such a large in- 
crement in base-load power is jus- 
tified. It assumes that electricity con- 
sumption will continue to grow at not 
much less than the average annual 
10% of the past 10 years. CLP and 
Exxon (its partner in thermal genera- 
Aon) have « nsion plans to increase . 
ca jacity from 3,3 ws (comprising 
21% of coal-fi lant, 62% of oil- 
fired plant and'17% of gas turbines) at 
end-1983 to 7,040 mws by 1990 (all the 
additional capacity being coal-fired). 
The Dava Bay plant is scheduled to 
begin producing in 1991. Once its two 
generators are operating, nuclear (as- 
suming a 70% offtake by Hongkong) 
will account for 15% of Hongkong's 
capacity — a higher percentage from a 
single source than is normally recom- 
mended. This suggests that CLP will 
need a larger reserve capacity than at 
present — reserve capacity is currently 
32% of peak demand; or 9% of peak if 
gas turbines, used for peak demand 
and emergencies are excluded. One 
benefit of sharing output with 
Guangdong would be, however, that | 
Hongkong demand is highest in sum- 
mer, Guangdong'sin winter. — 
Hongkong's volatile political situa- 
tion defies any forecast of investment 
in industry and commerce, making it 
difficult to predict electricity demand. 
Additional coal-fired plants which re- 
quire less capital and time to build 
seem to be a more flexible option. In- 
deed Hongkong Electrichas chosen the 
coal option. In March 1984, the com- 
pany announced in a terse statement 












| that. it will not take an interest in 







urchase power fror | Daya 
Bay. It said tha its own pl 
gd will be sufficient to ra ee lec 
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er ns with. alienae 
ces, | | 
ina Hus announced plans to build 
| nuclear-power plants by the 
000 and aims to achieve self-re- 
in en ^g m. dies 


Rc U nente c China E 
; the United States and 
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r P fiücleat energy, but itis by no 
ns certain that nuclear energy will 
in its cost advantage. Although 
t of the nuclear-power plants 
der construction will be finished 
re or less on schedule, many private 
y companies are becoming cauti- 
about additional investments and 
e will delay the completion of those 
s Erich permits have already 


í, nuclear power in Japan 












ed aaral gas (LNG) , ¥17.58 
and Y 20.15 for hydropower. But 
will probably replace nuclear 
er as the cheapest energy source in 
near terra, », analy sts say. While coal 
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to remain flat, the » 







serves, which are concentghted in the 
northwest regions. Transport by 


| China’s poor railway network is costly 


and inefficient. In the northeast and 
coastal areas, where industrial and 
domestic demand is the highest, the 


shortage is such that Guangdong pro- 


vince, for example, has to purchase 
power from Hongkong. 

However, the economics of nuclear 
power are different to those of most co- 
ventional stations. Owing to the size of 
plants and the need for continuous 
operation, they require a large base 


load. Twin 900-mw. reactors seem gen- 


erally regarded as the optimum for 
nuclear stations at.the present time. 
But this is a very much bigger capacity 
than China 1s accustomed to. Most 
power generation in China is relatively 
small-scale and decentralised owing to 
the absence of an effective grid trans- 


mission system. The largest station — a. 
thermal plant in Guangdong — at pre- 


sent has a capacity of only 1.2 million 
kws. 

Although the demands of urban in- 
dustrial complexes along the coast and 


=the northeast may be sufficiently con- 


centrated and growing sufficiently fast 
to pally a nuclear pun the most ob- 


; costs of constructing and maintaining 
nuclear-power plants will be rising. 
provides 6.9% of | 
supply and 


Just how much costs will rise, as re- 


cent United States experience indi- 


. cates, Is a danger ous question facing 


| € is estimated: that 28% of | 





.last plant scheduled to start operation 


 privateutilitiesin Japan. In the US, for 


example, Pacific Power and Light Co. 
wrote off US$292 million this year and 
US$260 million in 1983 in unsuccess- 
ful nuclear-power plant projects in the 
Pacific northwest. Unexpectedly 
higher costs and low electricity de- 
mand are blighting the prospects of 
utilities throughout the US, where 
there are more than 50 plants under 
construction. 

Currently, Japan has 24 nuclear- 
power plants in operation, with an 
average capacity of 70.1% on total 
gross capacity of 17,177 mws, There 
are 11 units under construction with 
total gross capacity of 10,704 mws. A 


further eight units are planned (au- | 


thorised by the Electric Power Deve- 
lopment Coordination Council), with 
total gross capacity of 7,363 mws, the 


.46,000-mw.. 
. 90,000 mws by the year 2000. But in 


of jap doe not have the ability 


to absorb 1,800. additonal mws from 
one source. Hongkong as a source of 


foreign exchange is expected to offset a 
major drawback of nuclear-power 
plants — their heavy dependence on 


foreign. capital. Transport. problems. 


may be an impediment to the develop- 
ment of domestic fossil-fuel energy, 
but capital might be as effectively. 
spent.on improving domestic transport 
as buying high-cost generating. plant 
overseas. ED 


T wo other nuclear-power stations are 
W in the current five-year plan (1981- 
85), both near Shanghai. One is being. 
built in Qinshan, Zhejiang province, © 
using mainly domestic. technolog 
Commissioning is scheduled for 1989. 2 
A X4 billion (US$17.12 million) pres- - 
surised-water reactor for the 300-mw. 
Zhejiang plant will be supplied by Mit- 
subishi Heavy Industries, a licensee of 
Westinghouse of the US. ‘Another two 
nuclear-power stations have been 
budgeted for in the seventh five-year 
plan (1986-90), and will be located i in 
eastern and northeast China. | 


in October 1991. Total capacity, if all 
these plants go into operatien; will be 
35,244 mws. 

The Japanese Government had set 
higher targets than these projections. 
As recently as 1982, it called for 
capacity. by 1990 and 


November: 1983, a sub-committee: of 


the Electric Utility Industry Council of 


the Ministry of International Trade 
and Industry revised the projections to 
34,000 mws by 1990 and 48,000 mwsby 
1995. The government had emphasised 
nuclear energy as part of its national 
security—related programme to 
achieve greater energy  self-suffi- 
ciency. But there is anew energy policy 
emerging that aims to strike a better 
balance between securing stable 
energy supply and achieving reason- 
able costs. Even by the revised lower 
estimate for nuclear-energy use, de- 
pendence on oil as primary-energy 
supply is expected to be reduced from 
61.9% in fiscal 1982 to 52.5% in 1990. 

Although  nuclear-power plants 
have so far been profitable invest- 
ments for private utility companies, 

they are having second thoughts about 
continued expansion of capacity. 

Some will delay.proceeding with the 
units autho dbut not yet Haa con- 


























It is China's hope to achieve a nu- 
clear-generating capacity of 10,000 
mws of electricity by the end of the 
century. China's planners have al- 
lowed about a third of that to be sup- 
plied by imported technology and 
equipment. One of the country's nu- 
clear-development principles is to 
concentrate on 1,000-mw. pressurised- 
water reactors for the first generation 
of nuclear power stations up to the 
year 2000, Jiang Shengjie, president of 
China's Nuclear Society, said at a con- 
gress meeting in April. The second gen- 
eration of nuclear power plants will 
use fast neutron-breeder reactors and 
the third, controlled nuclear-fusion 
reactors. 

China claims uranium output of 1- 
1,500 tonnes a year above military de- 
mand, enough to supply 15-20 gws of 


ones authorised are under serious con- 
sideration. Tokyo Electric, for one, 
does not believe any more nuclear 
plants will be profitable. 

Projections of construction costs as- 
sume an interest rate of 8%. Japanese 
interest rates have recently been far 
more steady than those in the US or 
Britain, and currently there is down- 
ward pressure on Japanese interest 
rates because of low demand for loans. 
Therefore, interest-rate fluctuations 
are among the least of the worries of 
the private utilities. Among the greater 
uncertainties are whether future de- 
mand for electricity will enable plants 
to operate at efficient capacity, the 
prices of alternative energy sources 
(some US utility companies recently 
converted their nuclear plants to coal 
at the last stages of construction) and 
additional costs arising from problems 
` such as the disposal of nuclear waste. 


Do for electricity varies sharp- 
ly with the growth rate of the econ- 
omy and the effectiveness of conserva- 
tion efforts. In 1980, electricity demand 
decreased by 2.3% over the previous 
year, but in 1981 it rose by 2.3% and in 
1982 rose again by 1.3%. For the first 
half of 1983, demand rose by 5.1%. The 
estimate for energy demand in 1990 is 
432 million tonnes of oil equivalent 
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nuclear-generating capacity for 30 
years. In a meeting in December 1983 
with Japan's Science and Technology 
Agency Atomic Energy Bureau chief 
Yukinobu  Takaoka, the Chinese 
Ministry of Nuclear Industry proposed 
that Japan assist China in exploiting 
uranium reserves in Yunnan province 
near China's border with Burma. The 
proposal carries the promise that 
Chinese consent will not be necessary 
for Japan to reprocess uranium from 
China. 

China's admission to the IAEA 
should give it greater access to foreign 
nuclear technology. The IAEA en- 
forces an international non-prolifera- 
tion treaty which attempts to control 
the spread of nuclear weapons. But 
China is not a signatory to the treaty. 
In its nuclear pacts with West Ger- 


and under the policy of diminishing 
dependence on oil, any increase in 
energy demand will be met mainly by 








nuclear power, coal and LNG. But de- | 


mand estimates are constantly being 
revised, sometimes drastically. The 
latest revision in November 1983, tak- 
ing into account projected nuclear- 
plant capacity, changed the estimate 
for nuclear-power demand in 1990 
from 46 gws to 34 gws. 

New technology probably will not 
substantially reduce future nuclear- 
power plant costs. One major approach 
in current research is to standardise 
and mass-produce the plants, but fu- 
ture units will be smaller in size and 
fewer in number so that the effects of 
standardisation and mass production 
will be diluted. The Japanese are also 


working on an advanced light-water | 


reactor, and, if successful, this may re- 
duce construction costs by about 10%. 


There is a continuous effort to refine | 
existing basic processes, but analysts | 


say dramatic breakthroughs in reduc- 
ing costs are not foreseeable. 


The Japanese Government's role in | 


nuclear-energy development has been 
important. It supplements and coordi- 
nates the research and promotion ef- 
forts of the private sector as well as en- 
forcing safety standards. So far, safety 
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many, France and the US, China did 
not adopt IAEA safeguards, saying 
that they constitute an infringement of 
Chinese sovereignty. 

The French memorandum is said to 
contain a provision for prior consent 
from France before China may transfer 
French nuclear materials, components 
or technology. West Germany s agree- 
ment also restricts the transfer of tech- 
nology to a third party. It covers 
broadly the areas of research and deve- 
lopment, reactor technology and secu- 
rity as well as building and operation 
of atomic plants and atomic-energy re- 
search installations. 

China's nuclear-cooperation accord 
with the US does not deal with the sale 
of enriched uranium fuel to other 
countries for military purposes, but 
does provide for the requirement of US 
consent before fuel from US-supplied 
reactors may be reprocessed. The 
Peaceful Nuclear Cooperation Agree- 


ment, initialled during President 
Ronald Reagan's visit to China in 
April, does not require Chinas 


facilities to be checked for diversion of 
equipment to military purposes 

On another front, China is set to 
store almost 4,000 tonnes of nuclear 
waste from European countries in its 
Gobi Desert. At US$1,500 a kg., China 
expects to generate US$8 billion 
worth of business. However, European 
companies must first obtain approval 
from their uranium suppliers. Already, 
three West German companies have 
signed letters of intent with China. Ei 
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lem. The government's nuclear budget 
for fiscal 1982 was * 290.49 billion, of 
which 25.9% was for research in ad- 
vanced power reactors, 20.1% for nu- 
clear fuel-cycle research and 16.396 
for fusion and high-temperature reac- 
tor research 


About half of Japanese nuclear 
plants use boiling-water reactors 
(BWR) and half pressurised-water 


reactors (PWR). Except for some early 
units constructed by General Electric 
and Westinghouse, the main suppliers 
of nuclear-power plants in Japan have 
been Mitsubishi, Toshiba and Hitachi, 
Mitsubishi builds the PWR type, while 
Hitachi and Toshiba offer the BWR 
type. Of the plants under construction, 
Mitsubishi is building five, Hitachi 
two and Toshiba four. These com- 
panies are still paying licence fees for 
some technology under patent protec- 
tion, but they are increasingly self-re- 
liant in advanced research 

One new source of profit for nuclear- 
power plant makers is exports. In 
Japan, the export of complete nuclear 
plants has been restrained by the fear 
that nuclear technology transferred to 
a foreign power might be used for mili- 
tary purposes. But recently Mitsubishi 
Heavy Industries has been negotiating 
with China to provide components for 


and reliability have not been a prob- | a nuclear-power plant. 
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By Jose Galang in Me 
he Philippines’ first nuclear-power - 
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Manila 


plant goes into commércial opera- 
tion in January 1985, following a dry 
run expected to start in the third quar- 
ter of this year. The 300-mw. plant's 
switch-on will end a long debate over 
whether the country really needs to go 
nuclear, given its indigenous energy 
sources. Some crities of the project are 
still insisting that the nuclear plant is 
too expensive for a developing country 
such as the Philippines. 

The plant project entails a total cost 
of US$1.95 billion, at the last estimate. 
This is way above the US$1.1 billion 
originally estimated when the project 
was being launched. Of the total origi- 
nal eost, the basic power plant itself 
accounted for US$561 million, which 
shot up to US$890 million at the latest 
estimate. This cost component rose 
dramatically owing to the need for ad- 
ditional safety measures and changes 
in design prompted by the Three-Mile 
Island incident in the United States in 
1979, which led to a delay in the plant's 
construction and therefore an exten- 
sion in the contract with Westinghouse 
of the US. 

Many of the changes in safety fea- 
tures also came after critics of the pro- 
ject questioned the plant's location. 


The plant, sited in the province of Ba- | 


taan, reportedly sits right on an earth- 
quake fault. According to Energy 
Minister Geronimo Velasco, the plant 
has been redesigned to withstand a 
severe tremor. Of the US$329 million 
increase in the cost of the basic plant, 
US$180 million was attributable to the 
added safety features. | 
For a country already experiencing 
serious problems with foreign debt, the 
Philippine nuclear plant is heavily de- 
pendent on external financing. Of the 
revised total cost, the foreign-loan 
component is some US$1.5 billion. The 
principal source of this external assist- 
ance was the US Eximbank, whose 
total exposure amounts to US$952 
million (some US$267 million in direct 
loans and the balance, guarantees on 
commercial borrowings) Financial 
charges related to these foreign loans 
already have amounted to some 
US$640 million, a big jump from the 
US$266 million originally envisaged. 
The Philippine Government's deci- 
sion to turn to nuclear power to supply 
the electricity needs of parts of the ar- 
chipelago's main island of Luzon dates 
back to 1973, following two reports 
from the International Atomic Energy 


Agency on the feasibility of the nuclear ` 


project. 

Theupheavalin the world oil market 
in 1973 further spurred the govern- 
ment's desire to build à nuclear plant. 
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consumption. Oil-fired plants 
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energy 





| accounted for about 83% of the elec- 


tricity supplied to Metro-Manila and 


the rest of Luzon. 


. However, the go-nuclear decision 
proved short-sighted, according to cri- 
ties. Since the project's construction, 
the country has made significant 
strides in the development of alterna- 
tive energy sources such as geothermal 
and coal. For example, the Philippines 
is now the second-largest geothermal- 
energy user for commercial power gen- 
eration. 

When in full operation by 1986, the 
nuclear plant should account for about 








Then president Jimmy Carter at Three-Mile ^ 
Island, 1979: a backlash in Manila. 





15% of the total power supply for 
Luzon. More importantly, perhaps, the 
operation of the plant should help the 
country save some 6 million barrels of 
oil a year that otherwise would be im- 
ported at an annual cost of about 
US$180 million. 

The National Power Corp. will ope- 
rate the Bataan plant. Earlier, it had 
been expected that the plant might 
prove a financial burden to the power 
firm — which is required under a co- 
venant from the World Bank for its fi- 
nancial assistance to maintain a pro- 
fitability efficiency of not less than an 
8% return on rate base — so that 
another entity might have to manage 
it. However, a re r f the 
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By Paisal Sricharatchanya in Bangkok 





hailand's. ‘budget | for fiscal 1985, 
beginning on.1 1 October, continues 
to emphasise the austerity. which has 
been in force over the past three years. 
The most striking feature of the new 
budget is a substantially larger alloca- 
tion for debt-servicing. In the face of 
constraints on revenue, this increase 
leaves limited resources for expendi- 
ture in other key areas. For instance, 
allocations for economic activities will 
decline in relative terms. . | 
At face value, the 10.9% increase in 
expenditure from the current fiscal 
year to Baht 213 billion (US$9.26 bil- 
lion) appears mildly .expansionary. 





‘The current Baht 192 billion budget re- 
presents a more modest 8.5% increase | 
from 1983. But. if. debt-servicing were 


to be excluded from both. budgets, 
what remains of the new budget marks 
an expansion of only 6 
currentone.  . 
Explaining why the new budget has 
to be kept tight, Prime Minister Prem 
Tinsulanond told parliament on 20 
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June: "Since the country' s economy is 
still in the early stages of recovery, 
government revenue [from tax] cannot 
rise markedly. It is thus necessary to 


base expenditure: on à realistic and at- 


tainable revenue target. A budget 
larger than the one being proposed will 
lead to an excessively large. . . deficit. 
That in turn would. ‘necessitate more 
borrowings which could pose a heavy 
burden... | 

Despite criticigri from opposition 
MPs — particularly on the burgeoning 
deficit and sharply rising debt-service 
allocations — the House of Represen- 
tatives voted 177-83:to pass the first 
reading of the new budget bill. Since 


the four-party coalition government 


under Prem commands a broad major- 
ity, approval did not come as a sur- 
prise. As part of parliamentary form- 
alities, a 52-member committee was 


appointed on the same day to 


scrutinise details- of the new budget 
over 30 days. The bill will later be re- 
submitted to an extraordinary par- 
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shipping and transport operators, 
producers of raw materials, and othe 

in the development of their commercial 
operations. Inchcape has a good business. 
and a capable management team. Wecanfind — 
_. plenty of opportunities to grow, both within our existing: 
activities and by acquisition. believe that the current — 
improvement in our results can be maintained for the. ad 
remainder of the year.” T 


"projecting Baht 178 billion - 
venue, an 11.3% increase fr 


means that for the third cons € 
year, the deficit will be much 
than the Baht 22 billion average 


five-year plan (1982-88). The wic 
deficit is a direct pute eA ots 
stantial revenue shortfalls since 
first year of the plan and reflects. 
calculation by government planne 
who drafted the plan in 1981, over th 
extent of repercussions the global 
cession in the early 1980s would h. 
on Thailand’s fiscal position. 


ike the projected Baht 32 billion d 
wficit in the current budget, the 
deficit will be financed entire 
domestic borrowings. Acco 
Budget. Bureau documents, 
ernment will borrow Baht H 
from the Bank of Thailand (B 
central bank), Baht 8 billion fi 
state-run Government Savin 
and Baht 16.3 billion from comm 
banks and other private inst 
The bulk of the borrowings wi 
the form of government bonds. 
The big jump in debt-servicing a 
cations has clearly forced a rea 


rm ema amar amar rera Mal Afri AS A E oen rh SEO 


Inchcape is thus extremely well 
placed to assist manufacturers, 


 buyingandsellingorganisations, 
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"i "That | eder is now reversed. 
orta new budget, the Baht 44. 4 









5 55). and éducation (18. 9%), which 
res the economy in fourth place 













Evidently, the government hopes to 
tabilise prices through a modest rise 
n expenditure. This year's inflation 
rate is projected at around 3.5-49?5; and 
Prem told parliament that inflation in 
5 should not be more than 6%. But 
n undesirable consequence of the 
-tightening is its effect on such 
ucial areas as rural development — 
of the main pillars of government 
' — where allocations are up mar- 
ally to Baht 3.9 billion. And alloca- 
a new projects amount to only 
ee S RUN to the mas- 

























oh: unrealistic targets. 






ners and private economists (REVIEW, 
22 Dec. '83), particularly because an 
increasingly large proportion of the 
budget allocation is slated for interest 
payments. Of the total Baht 44.4 bil- 
lion allocation, about Baht 33.6 billion 
goes to service domestic debt (roughly 
one-quarter of which covers capital re- 
payment), while the remaining Baht 
10.8 billion is to service external debt 
(about 40% of which goes to capital re- 
payments) ` 
Fresh U A particularly from 
external sources, to finance ambitious 
industrial- -development projects on 
the eastern seaboard point to the 
likelihood that debt servicing will as- 
sume an even higher budgetary profile 
in years ahead. 












position MPs have lambasted the 
iment for failing to maintain the 
it within the Baht 22 billion fifth- 
target. It is clear that the au- 
ties themselves are not entirely 
py with the widening deficit but 
e to accept it as inevitable in the | 
of revenue constraints. | 
ior economic planners, including 
cretary-general of the policy- 
ng National Economic and Social 
lopment Board, Snoh Unakul, 
‘conceded that some of the fifth- 
argets are no longer realistic. 
while, Finance Minister Sommai |. 
ntrakul said the government has 4 
| trying to keep the deficit to within. 
% of gross domestic product, con- 
a ica ue level. The Baht 



































S opposition MPs feel the decline 
in the position of economy-re- 
lated expenditure has come at a time 
when an infusion of government funds 
is most needed. Following 1983's arti- 
ficially inflated growth, the BoT early 
this year enforced a restrictive monet- 
ary policy to correct the record trade 
deficit (REVIEW, 1 Mar) From a 
macro-economic perspective, the po- 
licy has been comparatively successful 
(REVIEW, 17 May). Among other things, 
the trade deficit appears to be shrink- 
ing, while inflation is being arrested. 
However, the credit squeeze has hit a 
broad. section of the business and 
industrial communities. | Informed 















nd’ s intema 87 billion public-sector 
tamal debt (at the end of J anuary) is 












p> among developing countries. 
fy: substantial govern- 









I public-sector debt it- | (Baht billion) 


andthe consequential servic- 
requirements. If the Baht 215 
lion domestic debt (at the end 
March) is added to the external 
€ lebt, total P abro debt 






























44.4 (20.8) 
41.4(19.5) 
40.3 (18.9) 
39 (16.4) 
13.5 (6.4) 


Debt servicing 
Defence 
Education 
Economy 
Public utilities 
P Internal peace- 





























|]. keeping (9.2 
Public health 2 (3.8) 
Geh, admin. ? (34) 
Others. 3.15. 





Source: Budget Bureau, 





a ^E s year, prom H 
‘spread criticism of the policy. 
rently reacting to such critici: 
-BoT on 19 June introduced ani 
















tem of selective credit control w 
banks are given the flexibility 


| tend maximum credit to priorit 


such as agriculture, farm-com 
trade, manufacturing and expo 
are given strict instructions t 
down credit to unproductive 
The new system in effect amet 
January central bank ruling, 
imposed a blanket 18% limit on 
credit expansion in 1984. The se 
treatment aside, the overall 18% 
growth limit by year-end rema 
official target. 

Another focus of criticism is 
fence budget. With a Baht 41.4 
allocation, defence will hold 
place for the third consecutive 
a country where the military 
considerable influence and w 
confronted by a menacing 1! 
strong Vietnamese occupation z 
neighbouring Cambodia, the 
armed forces usually get whi 
want. However, there has been 
ing discussion in recent years, p 
larly among academics and 
mists, of the wisdom of contin 


maintain a high defence budget 


cost of diverting vital resource 
from productive areas includir 
nomic development. Despite g 
criticism, defence’s pivotal posi 
the budget is unlikely to change 

The biggest test for the new 
will be whether the goveinme 
fulfil the Baht 178 billion r 
target. Successive revenue shi 
since fiscal 1981 have given 
scepticism in many quarters. Be 
reports of extensive business f: 
Pongpol Adireksarn, son of opp 
leader Pramarn Adireksarn and 
from the same province, Sarak 
his father, estimated that thi 
target may fall short by as m 
Baht 10 billion. 

According to official documer 
cal 1982 was the worst year, wł 
originally projected Baht 140 
revenue target fell short by 18.8 
result of recession. The positi: 
proved somewhat last year but 
collection was nearly 9% below 
Prem told parliament that col 


during the first seven months o 


1984 was 18.7% more than the « 
ponding period in fiscal 198 
voiced confidence that the ful 
target would be met. | 
Sommai assured the public di 
TV interview on the eve of the | 
debate that the government Ww 
raise taxes or impose new taxes i 
to cope with budgetary : deficits. 
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A credit card is just a credit card. The American Express Card is peace of mind. Don't leave home without it. 





Located 
close to busy 
Orchard Road 
the York's 
proximity to 
Singapore’s 
central 
shopping district and lively 
entertainment makes it an 
exciting place to be. 

Tastefully furnished rooms 
which range from split-level 
cabanas to spacious suites 
provide comfort in style. 
Function rooms for seminars 





and conferences 
are available. 
And even a health 
club complete 
with a sauna. 

In-hotel dining 
isa gourmet's 
pleasure. Here you'll find 
authentic Italian and Japanese 
cuisine. And the pooldeck cafe 
and a coffeehouse offer both 
western and local delights. 

Well located, the York 
makes your stay in Singapore 
pure delight. 


On hol idav or business 
in Singapore, the York 





York Hotel 


UNSURPASSED COMFORT 


21 Mount Elizabeth, Singapore 0922. 
Telex: RS 21683 YOTEL. Cable: YORKHOTEL. 
GOODWOOD PARK ¢ YORK HOTEL * 
sore LADYHILL « BOULEVARD HOTEL SINGAPORE. 
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Reservations Worldwide: KUM z Golden Tulip Hotels. Steigenberger Reservation Service. 


Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hote! 


Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or airline 


Business 
Travels 
With 
The 





Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 











e PAR’ S INS. of the PN 
. stockmarket are'starting to feel de- 
fensive abou Hongkong. As that ter- 
ritory's ma ‘ket has marked time, Sin- 
gaporean and Malaysian counters 
continue.to grope for the bottom of 
whatisnow a five-month slump. Vis- 
iting pundits draw crowds at invest- 
. ment seminars to tout the good value 
HE Hongkong offers punters in compari- 
,5son.to Singapore where, despite the 
lin rices, Stock E 
Ir 
stand ards. 

tinerant preacher of this 
; David. Runciman of the 
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sci aming bargain." 
negative natterings, 
« v. Tan, a Br itannia 











| ore Meee 
ral slogans.” 
í | equ ity is s overvalued, 
Ls er isto lose sight oftheun- 
~ paralleled output growth of Asean 
| and Singapore, the strength of the 

local currency and the republic's all- 







but-static inflation rate. These faci. 


tors, Tan implied, add up to a realisti- 
cally. achievable growth potential for 
locally listed counters that more 
justifies their lofty price-e 
(p/e) ratios, by world standards. 
Even granting the underlying eco- 
nomic strength of Singapore and Ma- 
laysia, Shroff wonders how realistic 
are the growth predictions implicit i in 
the staggering appreciation in the 
stock indices of the two exchanges in 
recent years. If investors bid up stock: 
prices faster than the historic rate of 
real gross domestic product growth, 
itean only mean that they are expect- 
ing yet-more-explosive. output in- 
creases from the economy in future. 
As the tables show, for Singapore 
and Malaysia the stock indices 
outstripped GDP growth by fae- 
tors of 2.5 and 4.4 times respec- 
tively over the past five years. If 
punters expect output to catch up 
with stock prices, they. must 
know something that has so far. 
* eluded the economists, who pre- 
dictaslowdown for thetwo coun- 
tries over the coming decade. 
Hongkong, by contrast, in 
purely statistical terms seems a- 
bargain. indeed with real GDP 
growing 30 times faster than the 
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stockmarket index, which has Sources: Stock-exchange publications: 
barely moved in real terms, Of | (Tokvo! 





> course, Hongkong faces very real, 
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Y trillion) — 
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Mkt. cap, 


* Average fourth. quarter 1983. 
Indices: Straits Times (Singapore); New Straits Times 
(Kuala Lumpur): Hang Seng (Hongkong): Nikkei- Dow 


Jones (Tokyo). . 


age of around 30 to 26. More broadly 


| pect that bi 


perhaps tárminal, paliücdts problems. 
But in purely economic terms it can 
claim to be at least as healthy as 
Singapore. Even Toky Or Asia's most 
vaunted "go-go" stockmarket — of- 
fers markedly more conservative p/es 

and output growth to index apprecia- 
ton ratios than Malaysia and Singa- 
pore. Thisisnot to mention the higher 
liquidity of Tokyo and: Hongkong in 
terms of turnover as a percentage of 
capitalisation. 

€ NOT that these blue-chip indices 
tell the whole tale, anyway. Fund 
managers have been bemused to. note | 
the relatively cushioned fall of the | 
30-stock Straits Times Index, which 
dr opped only 11% since the market's 
peak in late J anuary. Componanl 
stocks’ p/es have fallen from an aver- 





based indices, suc 


. 8 the 100-stock 
U nited Ovel 


: Index, the 










more than’ half ¢ aga ns 
its Times. : 
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undi in sp gossipy m market =- süs- 


syndicates}-} 
Straits Times: Index compon 

stocks. This would not requir re foo 
pu apital commitment 
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(^o change 1978-83, inflation-adjusted) 





Singapore 
Malaysia 
Hongkong 
Japan 

US 








| 5.5 












3 Indies. “Straits "nes. New Straits 
Times, Hang Seng, Nikkei-Dow Jones, 
Dow Jones (US). 

Sources: Singapore Ministry of Trade and 
Industry, OECD, stock exchanges. 
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hovering dangerously close to | 
920-point mark — 
once breached, could expose th 
ket to a downside aq de 


tery of Chüstist s arcana, s 
such predictions all the more < 
indeed it was mere sleigh 
that had kept the index abov wi 
E weeks. 


foreign builders are : 
note an apparent correl 
the award of major Singapore: 
ernment contracts 
increases in the pay guide 




























in a market as thin as Singapore' & ha 
been lately. The aHeged c 
cosmetic, namely to keer 


interested. enough to mainta: 
modicum of liquidity the syndicat 
need to unwind their positions, Tt 
corollary would be that the bl: nda gh 
are due for a plunge once the unv 
ing exercise is complete, in a "fe - 
weeks or months, Then, too, the local 
managers of overseas funds could in: 
tervene to depress the index stock. 
the year moves on to its latter he 
since their performance is evalua 
against the Straits Times indica 
The Straits Times Index had be 


:athr eshold wi 
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| semi-official National Wages C ; 


HR$10 00.4 iY119.5 


No.counters | 361 27] 254. 1.003 
1983 turnover | 5$11.8 | M$7.9!| HK$37.3 2| Y50.9 
Index pre’. |^ 28 . 40 $ 2 
Index yield. E 38 na 
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cil or NWC (REVIEW, 
timeit wastheconstr (ode Oo 
Airport, in 1979-81, which 
with the three-year high-wage p 
hey. 


have made a comeback after a 1) i 
year respite for employers 
after the first wave of foreign 
tractors have locked themselves into 
| margin-slashing fixed-price deals 
the plum contracts of the 8$5 bi 















Now, double-digit wage inc 






(US$2.37 billion) Mass Rapid | 
Transit System (Review, 24.) 
Apr.) ui 
The 8~12% NWC-mandated 
wage increases amount to a ree: 
bate straight into governnmet 
coffers on the already rock-t 
tom contract prices, contractoi 
grumble. "That is be ‘cause as of | 
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A rubber boomerang 
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Malaysia's predictions of price increases are hit 


for six — as are its plantations and smallholders ° 


By James Clad in Kuala Lumpur 
A: the world's largest natural-rubber 
producer, Malaysia has good cause 
to worry when prices of the commodity 
take a nosedive. And that is just what 


"has happened lately, confounding up- 
beat predictions just a few months ago 


from authoritative quarters and 


throwing plantations’ and smallhold- 


ers’ earnings projections into disarray. 

In February, most market analysts 
— including Primary Industries Minis- 
ter Datuk Paul Leong — confidently 
forecast that the price for the bench- 
mark RSS 1 grade would break 


through the M$3 (US$1.30) a kg. bar- 
rier at just this point of the year; in- 


stead, the market slid downwards after 


- mid-March, dipping below M$2 a kg. 


at the end of the first week of June. 
"In the first half of May, rubber 

vm declined gently and gradually, 

in the second half they fell precipit- 


- ously and continue to do so," lamented 
- rubber trader UBC London in the sec- 
- ond week of June. What has gone 
— wrong? By the end of 1983, traders had 


- built up long paper positions, buoyed 





by sentiment that overwhelmingly 
expected continuing high prices of 


— natural rubber and other commodities. 


One highly placed source familiar with 
international natural-rubber market- 
ing described initial pressure to sell as 


- coming from these "longs" whose posi- 


tions began to be heavily liquidated in 
March and continued without let-up to 
June. 

The drop below M$2 a kg. has stun- 
ned the government, which in late 1983 


_ (when prices had edged up to M$2.81 a 
_ kg.) thought itself safely past the nadir 
— reached in early 1983 when, coupled 


with overstocking and a slump in 
world vehicle production, the reces- 
sion hit this once-supreme plantations 
industry with full force, bringing the 
RSS 1 price down to M$1.87 a kg. 

By early February, prices had 
perked up to a point at which the 
psychological effect of the Interna- 
tional Natural Rubber Organisation 
(Inro) 270,000-tonne buffer stock was 
increasingly seen as the principal obs- 
tacle holding back prices. At the time, 
Leong said 1983 natural-rubber ex- 
port earnings of M$3.6 billion would 
"be exceeded this vear" and that the 
RSS 1 price would go as high as M$3 a 
kg. “before too long" (REVIEW, 2 Feb.). 

But two things made a hash of 
forecasters’ predictions: first, the 
usual production-dampening effect of 
rubber-tree “wintering” (when trees 
shed their leaves and their latex yield 
drops to a trickle) failed to occur be- 


cause of abnormally wet weather. The 
industry had been counting on winter- 
ing to engineer a supply squeeze, but 
the opposite occurred: according to 
Leong, Malaysia’s rubber production 
during the first quarter of this year ac- 
tually exceeded the previous three 
months’ figure by almost 46,000 ton- 
nes. 

The second wild card in the market 
has come from some (admittedly con- 
fused) readings of a faltering world re- 
covery. One trader told the REVIEW 
that “no unambiguous sign has yet ap- 
peared to convince us that the recovery 
will lift the industry's fundamentals" 








— despite such apparently good indi- 
cators as continuing strong economic 
growth in the United States (8.3% in 
the first quarter) or sizable jumps in 
global car production, especially in the 
US and Japan. 

In consequence, consumers have not 
drawn down natural-rubber stocks at 
anything like the rate anticipated 
(Leong said recently that the world na- 
tural-rubber stockpile had dropped a 
mere 0.3% during 1983). Stocks now 
stand at more than 1.4 million tonnes 
— compared to last year's world pro- 
duction of 3.97 million tonnes (Malay- 
sia's 1.6 million tonnes amounted to à 
little more than 40% of this total). 

The downwards rubber-price move- 
ment has caught most analysts and 
Treasury forecasters off balance. At 
budget time in October 1983, the gov- 
ernment said expected natural-rubber 
export value this year (M$4.3 billion) 





THE STAR. MALAYSIA 








tainly not be achieved — and the offi- 
cial revenue forecasts for this year 
show M$499 million from rubber-ex- 
port levies coming into government 
coffers. In Malaysia, smallholders ac- 
count for close to half the total natu- 
ral-rubber production — a fact that 
makes them a potent political force, 
“especially as they are now taking the 
price drop on the jaw,” as one industry 
source said. 

The key question, of course, is whe- 
ther the plunge means more than just a 
short-term "market . reaction to an 
equally short-term situation where 
supply outpaces demand. If it does 
(and the London-based International 
Rubber Study Group estimates this 
vear's production will exceed con- 
sumption by a sizable 50,000 tonnes), 
then Malaysia's planners may start 
feeling uncomfortable about recent 
projections by a task force of natural- 
rubber specialists who reported in 
1983 that demand will grow at 
3.7% a year from 1983 to 1990 
and by 1.7% thereafter to the 
end of the century (REVIEW, 24 
May). 


pore. other signs 
point to a less troubling 
explanation. Most analysts 
weighed their judgment ac- 
cording to how depressing an 
effect they see current prices 
(which are down 30%. from 
early March) having on next 
year's supply. If the effect is 
pronounced, the price could 
rebound abruptly — but only, 
most think, after the US pres- 
idential election. "We've got a 
grid-locked situation," one 
foreign specialist said, "in 
which the price will rise only 
gradually" before November. 
"It is a psychological market 
now, totally divorced from 
fundamentals," he added. 

The Kuala Lumpur-based 
Inro buffer-stock manager is closely 
watching the daily market index price 
which sets his *may buy" and "may 
sell" levels at a notional 177 Malay- 
sian/Singapore cents and 239 M/S 
cents respectively (the denominated 
tripwire prices are calculated in a com- 
posite of Malaysian and Singapore 
currencies). 

UBC London, meanwhile, offers a 
stark outlook: “For the rest of this 
year, the ‘may buy’ level ...isin more 
danger of being breached than the 
‘may sell’ level . . . we see little to indi- 
cate a major expansion in world de- 
mand." To make matters worse, the 
competition to natural rubber from 
synthetic rubber has not lessened: the 
price of butadeine (the petroleum by- 
product used to make synthetic rub- 
ber) has become slightly cheaper this 
year, a result of the continuing world 
oil glut. 
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& International business has 
enjoyed further growth in 
1983 and contributed 385 of 
the Group profit before loan 
interest. ° 


Financial Highlights 1983 


£m USSm 

Ordinary share 
capital 239 347 
Reserves 2,638 3,825 
Money lodged 55,200 80,040 
45,200 65,540 


“The years 
achievements 
reflect 

the strength 
of the Group’ 


Lord Boardman 


Chairman, National Westminster Bank 


& International financing for 
multi-national clients has 
been successfully arranged 
to support, amongst others, 
aircraft manufacturers and 


Money lent 

Group pre-tax 
profit 

Retained profit 


Rates operative at 41 December 198 


503 
322 


729 
467 











completion of oil and gas- 
related projects. 


« International export 
services have been further 
expanded in line with our 
commitment to trade 
finance worldwide. 


« Our expansion in this 
growth area has continued 
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j N ncy Langston in n Hongkong 


is planning to float its first 
)9Uüublic bond issue since the com- 
nist government came to power in 
49. However, the yen-denominated 
e by the Bank of China could meet 
nited international interest, in part 
ause of apparent opposition from 
ctions of the London financial com- 
munity. Japan's largest securities 
iouse, Nomura, will be the lead under- 
writer. Estimates from Peking and 
'okyo sources put the size of the issue 
t around ¥40 billion (US$170.4 mil- 
m) and said it is scheduled to be 





ap financial twist. The ied bond 
intended in bed to ed 


nm E denies Se one for 
usted ees as ay were not is- 


e in the next 30-60 days. How- 
^, the terms and conditions have not 
nalis ed because of unfavourable 








ndonesia exper ienced a strong re- 
covery in 1983. Jakarta's official 
| growth estimate is not yet available, 
but according to the World Bank, real 
gross domestic product grew at 4.5%, 
e the International Monetary 
Fund put the rate. at 5%, both calcu- 
ated at 1981 prices. That represented 
substantial improvement from zero 
rowth in 1982. 

But if 1973 is used as a base year, as 
government has done, the recovery 
ot as dramatic — 2.2576 in 1982 and 
ably slightly more than 3% in 
k.of this recovery was due 
ease in the volume output of 
: 6%. Gas output grew by 
y^ owing to the COMICO of new 





tar performers. Manufacturing 
1 varied among. sector 





ard with rice, corn. de sugar cane 


l ds will n filed with the Ministry of | 
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prises, 


market conditions for new issues. One 
Japanese financial analyst suggested 
that China may have to offer a higher 
interest rate than originally intended; 
the Japanese bond market is currently 
under pressure, to the extent that even 
the Japanese Government may post- 
pone its next issue of deficit-covering 
bonds, scheduled. for July, to avoid 
pushing the yield up further. 

Even if the coupon rate does go up, 
Japan probably still offers the most at- 
tractive interest climate from China’s 
point of view. Japan may also have 
been chosen because of China’s famil- 
iarity with the Japanese system. Two 
Chinese organisations placed private 
bond issues in the early 1980s in Japan. 
China International Trust and Invest- 
ment Corp. floated a ¥10 billion, 12- 
year issue with a 8.7% coupon rate. 


The Fujian Investment and Enterprise _ 


Corp. issued 10-year bonds worth ¥5 
billion with an 8.5% coupon. | 


However, the increasing strength of 


the yen could be a disadvantage for 
China. It is not known whether China 
looked to other financial markets to 
issue bonds in a currency which is not 
projected to strengthen to the degree 
forecast for the yen. . 

New York would probably not have 
been a suitable venue for China's first 


By 





and steel, fertiliser and electrical 
appliances did well but recession con- 
tinued or deepened in textiles and cars. 
But both the World Bank and the IMF 
estimate overall manufacturing-sector 
growth at rates of 4-6% against about 
1% in 1982. Given the increased 
domestic price of oil (resulting from 
cuts in subsidies) and a 27% devalua- 
tion of the rupiah, inflation (at 12% 
compared with 10% in 1982) was not as 
high as expected. 

Coming after the emergency mea- 
sures and. structural reforms intro- 
duced in the previous 18 months, the 
second quarter of 1984 was a period of 
reappraisal and adjustment. In April, 


the government updated earlier presi- 
dential decrees designed to promote. 
| domestic products and services in pub- 
EE lic-sector procurement. The new deci- 
sions stipulate that government agen- 


cies, including state banks and enter- 
must give preference to domes 
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straints S iotably drying. up o 





have sent the Chinese scurrying ed 
to their eastern neighbour. According 
to a London-based financial analyst, a 
survey of the Council for Foreign 
Bondholders (CFB), the Bank of Eng- 
land and the London Stock Exchange 
revealed that the CFB, for its part, 
would actively oppose a Chinese issue 
on the international market until the 
question of the defaulted bonds could 
be settled. CFB figures show the sterl- 
ing bond debt of China, which 
amounted to £61 million (US$83. 1l mil- 
lion) capital value in 1939, remains in 
default. 


Ace to the CFB, a list of claims 
including the bonds in default has 
been submitted to China by the British 
Foreign Office during negotiations on 
Hongkong’s future. However, the ef- 
fectiveness. of the CFB-in discouraging 
participation.in any bond issue gould 
be curtailed “because of the. 








thusiastic but could only cofisider 
blocking a sterling issue. 

One Tokyo source said there was 
awareness in Japan of possible fesist- 
ance from London; but he believed the 
issue. would not face difficulties in 
Japan. Although outsiders will be wel- 
come, it is assumed that most of the 
subscribers will be Japanese. fi 














tic goods ane services. and d that pro- 


metit-guidance team, dee" be getah- 
lished at ministerial level The new 
decrees are meant to intensify home- 
products promotion and further 
tighten control of governmeng expen- 
diture. 

Interestingly, there was also a reac- 
tion to what many saw as an excessive 


-drive to promote domestic goods and 


services, at the cost of serious delays 
and faulty execution of projects. At the 
annual. aid-group meeting. in early 
June, which .pledged a generous 
US$2. 46 billion i in grants and soft cre- 
dits (up 11% over 1983-84), the World | 
Bank vost to serious delays in the 













funds) and. ! difficu 





























_ By Lincoln Kaye in Singapore 
wit its HK$220 million (US$28.2 
WW million) bid for Tai Sang Land 
Development of Hongkong, Singapore's 
United Industrial Corp. (UIC) might ap- 
pear to be rushing in whereothers fear 
to tread. Yet the Singapore chemical- 
cum-property group hardly fits the 
image of a corporate maverick. The 
17% share of its equity owned by 
Singapore Government-affiliated com- 
panies, plus the 10% stake of con- 
servative chairman Dennis Lee 
(brother of Prime Minister Lee Kuan 
Yew) seem more than adequate fo bal- 
ance out any excessively entrepreneu- 
rial stirrings of UIC's principal (40% 
shareholder and managing director, 
Oei Hong Leong, 36-year-old scion of a 
wealthy Indonesian-Chinese famil y. 
Still, with S$47 million (US$23.31 
million) worth of current assets on its 
3$156 million balance-sheet, the cash- 
laden group is in an expansionary 
mood. The release of the Tai Sang bid 
was sandwiched in between other 
major UIC announcements signalling 
the group's intention to diversifv 
further into commodities, agribusiness 





and trading. Tai Sang fits in with this by 


offering: un 

» A public vehicle in the favourable 
tax and regulatory envi ronment of 
Hongkong. | > 








for 
funds. | | | x 
Fine-tuning and readjustment were 
also evident in the area of taxation. A 
new income-tax law, covering indi- 
vidual and corporate taxpayers, effec- 
tive from 1 Januarv, was meant to 
broaden the tax base massively by 
simplifying rules and lowering the 
nominal tax rates. At first, it was in- 
sisted that all taxpayers must fulfil 
their obligations as from 1983 to gain 
amnesty for previous unfulfilled obli- 
galions, but the authorities decided 
that they would give the taxpayers 
another year’s grace, demanding pay- 
ment at the new rates from 1984, and 
extending amnesty until 1983. 





a" he government decided to postpone 
E implementation of a new value- 
added tax (VAT) only two weeks before 
the scheduled enforcement date of 1 
July, by up to 18 months. The VAT isde- 
signed to be simpler in principle and 
more efficient than the existing sales 
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"maximum utilisation" of aid 








The bid by Singapore's UIC for a Hongkong propert 
firm is by no means as odd as it might at firs 
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| move the 
sales tax. 


errant 
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cover fully 88% of curren: 


interests, so that UIC might find itself 


5 eem e 


and warehouse properties rather than 
offices and luxury housing. Factories 
and godowns seem more likely to re- 
tain their value in the long run, since 


| Hongkong's status as á trade and man- 


ufacturing centre seems less suscepti- 
ble to political vagaries than its role as 
a financial and services centre. 

» Tai Sang's debt-to-capital ratio 
stands at 39%, while current assets 









Nor is it likely to cost L fu 
HK$220 million to reap these benefits. 
The Ma family of Hongkong, whose 
core holding amounts to about 30% of 
Tai Sang, has remained noncommittal 
about the HK$2-a-share offer, which 
represents a 9% discount to Tai Sang's 
net tangible asset backing. Singapore 
observers construe another 20% of Tai 
Sang's equity to be held by Ma-related 











rei nt and deduc- 
‘es paid on inputs will re- 
^cascading" effect of the 

















The World Bank also estimated that 
the current-account deficit for the year 
ended 31.March was as small as US$4.2 
billion, against US$7.3 billion for the 
previous year. One implication is that 
Indonesia will need to raise only about 
US$1 billion a year on commercial fi- 
nancial markets in the next few years. 
For the current 1984-85 fiscal year, it 
has already borrowed US$750 million 
from an international consórtium and 
Y40 billion (US$170.4 million) from 
two Japanese consortia. 


The balance of payments will con-- 


tinue to be a major constraint and all 
efforts must be made to find labour-in- 
tensive projects with a low import con- 
tent, economists say. Battles are being 
fought beneath the surface between 
those who want to revive the capital- 
and import-intensive projects re- 
1983 and those who are con- 




























as a signal of revived interest in Hor 


















hard-pressed to amass the additi 
23% stake it needs on top of its al 
established 28% interest in the ta 
company to establish effective conti 





©, Its recently mooted 
tment to pig-farming in Inde 
would wind up costing 15% mo 
its commitment to Hongkong. 
vers estimate. 

Within days of its offer for Ts: 
UIC unveiled its plans to take úp 
stake in a massive pig-farm 

nearby Indonesian island to capi 
on the Singapore Government 
decision to phase out the d 
farming sector and source g 
supplies overseas. Other part 
preneur Liem Stoe Liong and > 
Mas, the Jakarta-based family holt 
company of Oei. 

To further emphasise its diversific 
tion intentions, UIC announced w 













































Singapore-based subsidiaries, inctud. 
ing some in areas where it has vet tà 
embark on any ventures: livestock: 
fisheries, medical supplies, primary 
products and agriproducts. The roste: 
of new subsidiaries also includes mare 
mainline enterprises — trading. realty, 
Management services, marine and. 
holding companies. Se 
The move into Tai Sang can be read: 





kong property on the part of local 
property players. Numbers of them 
turned out for a day-long seminar g 


the rental market in the same week 
the UIC announcement. ; 





induced squeeze on S DFODELS dodi in 
Singapore — REVIEW, 7 June) and the 
prospect of éncouraging news when 
parties to the 1997 talks announce 
their progress in September. 

Other Singapore property punters 
appear to. have got the word. Such 
major players. as Ng Teng Fong's Far 
East Organisation, Pontiac Land and 
Keck Seng have taken up stakes in the 
HK$380 million Admiralty II project 
in. Hongkong in which. the Peking- 
sponsored Éver Bright group has a 
stake. 


» Philip Bowring writes from Hongkong: 
Tai Sang is currently owned by various 
members of the Ma family which also 
owns Tai Sang. Bank (Hongkong's 
smallest licensed bank and. almost 
unique in having shareholders’ funds 

than deposits). The property 






million. in 1982. But that is à poor : 
turn on book assets of HK$341 million. 
On the face of it, Tai Sang is not 
excessively highly. geared, with long- 
term liabilities of HK$70 million. That 
was an improvement on the previous 
year, when debts were all short-term 
and net current liabilities were HK$91 
million. They are now down. to HEPIE 
million: But Tai. ben 















+ 


remains mystery t to Danne packed with information and statis- 
H tics on China — every. month. It 
indexes dates, significant develop- 
4 ments and contracts; supplies trade. 
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Yet, for 20 years, ‘the CHINA ments of China's fluid trade 
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one to depre ation ind a third ta po- 
tential tax liability. me 

The company's Hongkong assets are 
mainly godown and commercial prop- 
erty. Those completed have a book 
value of HK$232 million and those 
under development of HK$99 million. 
Tai Sang also has an ongoing office 
development in San Francisco with a 
book value of HK $103 million. 

UIC's entry started with the acquisi- 
tion.of 2895 of Tai Sang and an equiva- 
lent percentage of warrants from 
Madison Securities, part of Deacon 
Chiu’s Far East group. The bid fol- 
lowed the death in January 9E Tai Sang 
chairman Ma Kam-chan. | 
J The HK$2 a share UIC is «Offering, 
plus 1 HK cent each. for 15.7 million 
outstanding warrants, appears fairly 
generous compared with the HK$1.40 
last-traded market price prior to the 
| announcement: However, sharehold- 
~advised to part with 
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i By Philip Bowring in TN 
he latest and probably last, for the | 
| time being, electrical manufacturer 
to jump on Hongkong's industrial 
new-issue bandwagon has broken new 
ground for the local capital market. 
Johnson Electric Industrial Manufac- 
tory is making a simultaneous offer for 
“sale and placement. Forty million 
.Shares are being offered for sale and 30 
million placed at HK$2 each. But the 
hybrid approach is basically a result of 
‘the weakness of the stockmarket, as-is 
the joint underwriting and manage- 
ment by the three leading (normally 
rival) merchant banks, Wardley, 





Schroders and Chartered and Jardine ~ 


Fleming. 

Because of the. public offer, the 
Securities Commission has waived the 
recently promulgated guideline that 
60% of placement shares should be 
made through members of stock ex- 


changes. However, it will monitor the. 


‘placement to ensure it is to a reason- 
able spread of independent holders. A 
placement was thought desirable be- 
cause some institutions were i aes 










" Anam Industrial Co., South Korea's 





Profits also rose in 1983, by 24% to 
|. slightly from 4.54% to 4.06%. Anam 
- is primarily a semiconductor assem- 


States electronics firms; 90% of sales 
are exported, almost exclusively to 


US$340 million in 1983, accounting 
for 45% of South Korean semicon- 


ductor exports. Heavy investments in’: 


new facilities are slated for the next 
few years with help from Amkor 


Electronics of the US. The dividend 


was raised to Won 40 in 1983 from 
. NOn 35inthetwo previous years. 
— PAUL ENSOR 


five participants in the 
vel ment-sponsored 


| largest producer of semiconductors, - 
|. pushed up 1983 sales to Won 66 bil- | pendent, home. market-based car- 
. lion (US$82.5 million) from Won 35.5 | assem 

;billion in. 1982. Sales this year are | > 


“projected. to rise to Won 100 billion. ^ 
.. Won 2.2 billion, though the ratio of 
| net income to total assets was down | 


bler with strong links to United- 


the US. Exports by Anam reached: 
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. creased 


E: (US$21. 3 million) i in 1983 lar galy asa 


to back the issue only 
assured in advance th. 
the amount of stock th 
The Johnson issu - 
million new anc 2l existing 
shares. Following récent. Hongkong 
practice for companies with. big earn- 
ings but small assets — nt | : 
1983 was equal to net asse ede. t 
share premium account cre ted by the 
new issue will be capitalised. for the 
benefit of the pre-issue shareholders 
who will end up with 75% of the in- 
capital while collecting 
HK$42 million (US$5.4 million) in 
cash. At the issue price, Johnson has 








a market capitalisation of HK$560 
million, compared with net assets of 
| around HK$187 million. 


Johnson is a manufacturer of micro- 
motors which it sells to manufacturers 
of consumer products ànd car acces- 


. Sories. It has a good reputation in its 


field and as a specialised component 


supplier is not vulnerable to swings of 
consumer fashion or ability to adjust to 


fast-changing electronics technology. 


| result of below-capacity operation 
which, in turn, was related to the 
severe dollar: crisis in the import-de- 





he. biggest loser was General 
‘Mators Pilipinas, which was P152.4 


million in the red (compared with a 


net loss of P29.2 million in the previ- 
ous year), followed by Ford Philip- 


 pinesatP 149.5 million (in.contrast to 
-a previous net income of P3.4 mil- 
Jion) and Canlubang Automotive Re- 
. sources Corp., P82.5 million (in con- 


trast to a previous net income of 
P2.44 million). There were no figures 


‘from the two remaining PCMP firms: 


Delta Motor Corp., which stopped as- 
sembly activity and whose assets are 
being foreclosed by the Philippine - 
National Bank, and: Pilipinas Nis- 


gramme of DM G Industries Inc. 
— LEQ GONZAGA 


Lion's up 






san Inc. which started business only | 
in August 1983 after taking over both | 
the assets and the place in the pro- - 


After a year of streamlining opera- | 
Li rewe «ev 


Jedi 
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net bane edi by the WA 
most doubles its net.assets. 
The issue price is thus 6.5 times 
cast earnings and gives a yield on t 
expected dividend of 10%. John 
probably has steadier camus p: 
pects than several of the electricals f 
which the public was once so g 
This should just about make it a 
though it is coming to market ata t£ 
when conditions generally ar 
pressed and the Conic fiasco (RE 
21 June) has cast a shadow over 
whole sector. But the market 
had at least as many new issu 
can absorb in its current me 
hopes of floating off National 
nics and toy-maker Playmates 
been put on hold for the time being 
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million. The directors said 
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Ina partly defensive move, the diver 

sified W ellington-based construction. 
and engineering company Cg 
Price Downer (CPD) announce 
one-for-two bonus and mich 
proved dividends following a 
profit increase to NZ$19 million 
(US$12.I million) for the year endet 
31 Mar. There has been vigorous and 
against-the-trend trading in th 
company's shares in recent wegh 
with about 5% of its capital going t 
Investments, a joint- verni 
company of the maverick new i 
ment bank Equiticorp Holdings 
fast-growing property-dev elopment 
company, Chase Corp. 

CPD's improvement followed a 2%. . 
rise in turnover to NZ$431 million.” 
Total dividends rose 43%. The pro 
increase was attributed to the sign 
cant. contracts the company has W 

























































































‘the period to 25 J June. Malaysia and South Koreà suffered the worst drubbing. 
ins, where recorded, were marginal ex for Australia, which chalked up a res- 


jees fluctuated” in a narrow 
st investors staying on the 
"he Hang Seng Index closed the period 
up at 936.37 while total turnover 


Ampol, but these stocks were marked down on 25 
June when the anticipated report clarifying the 


Jabiru progress failed to emerge. The Austr alian | AU STRALI A 


All- Ordinaries Index added 15.6 points to 661.9. 









































































'd to a daily average of HK$83.73 million -Ordinat 
10.74: million). Recently floated issues did NEW ZEALAND: The run-up to an early gen- | 49 jeudi di nates dian 
poorly and Gold Peak, which was issued during eral election kept the market unsettled, though | 20June DLE RC PNE ^ 
_ the period, received a Jukewarm response. A rise | prices moved over a limited range and turnover | 24 June a 
in. United. States prime rate at the end of the | waslight. The market took calmly a poll showing 22 Jute ——-. 858 
d sparked off fears of a corresponding in- | Labour six percentage points ahead of the ruling Change on week — — ..— Faan 
in local prime, subsequently confirmed | party. During the latest period most investors e A | 
he period's end. with a one percentage | seemed ‘content to sit out the early part of a ges "echange à 
: rise to.13.7596.. — briefer-thàn-usual election campaign. A furore | amaw 336 — «87 — & 
Gi IP PORE: Profit-takers continued to de- bec uh s E iai: d E E. ‘ 
prices - .as Fraser’s Industrial Index | major exporters, was ignored by the market. | esrataneens ina CANA. 
d. its. 5,000-point benchmark for the | Short-term interest rates continued to. provide MM ES 204 — 63 g 
ye since April to.close at 4,893.31, down | equities with considerable competition. TN aM VM NE RS 


;oints from the previous period. Volume | ete Wee on weno 
hin, with daily turnover averaging | TOKYO: Prices edged upwards on the strength BHP 
million. shares (compared with 6.73 | of arecovery on Wall Street, but investor interest | 27 
previous] y). Market observers reported | was concentrated on a narrow band of ince: oP Gant 
ak shares came under some selling pres- | backed issues. Trading volume was moderate in | 
om London-based institutions. Part of this | the early part of the period and then declined to | ca oo 
ibed to a recently announced Monetary | barely 200 million shares. Blue chips rose briefly | op ui Sel uv 
hority of Singapore review of property-col- | but then fell in lacklustre trading. Foreigners. | meson — 3.69 +08 
ralised loans (REVIEW, 7 iJ dune) were fairly inactive as were domestic insti tu- | 

-LUMP JR: The. tket continuéd: a 


| tions, The Nikkei-Dow Jones Average put, m ad 
Eun performance that began three months 


‘| points to close at 10,172.50. 
; with all sectors down by the end of period. 
hough investors showed some interest in a 
speculative counters such as General. 
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TAIPEI: The market's eT. nace dipped | Nonn Broker Hi 
below the 900 level in mild trading as prices en- | Parthia 


tered a mid-year period of correction. The index | sew. 











nber (which is subject to competing takeover | lost 18.61 points on the period to close at 892.04. | Sección ie s rd i "T" 
and Pahang Consolidated, the market re- | With the end of the financial year approaching, | WesemMmng 0 ma 28 





most institutional investors preferred to watch | Wes 
from the sidelines while they were busy prepar- | wooworns 
ing financial statements. Average daily turn nover i 
was NT$1.21 billion (US$30.33 million). i 


MANILA: volume reached 246. 37 million I 
shares, mainly on fairly brisk activity in mines, d 


ed generally quiet in the lead-up to the Mus- 
Hari Raya holiday. An increasing number of 
lvsts believe the market is almost fully valued 
present in the absence of fresh signs of 
vancy in the world economy. Most brokers 
ve prices will drift still lower within narrow 
ins in the coming weeks. Volume during the 
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iod reached a fraction over 25 million units | most of it representing selling pressure. Value trane E SEN DEA CHR UME x 
ded at M$71.6 million (US$31 million). turnover amounted to P22 million (US$1.2 mil- | atdune ....- 929: 
| lion), including large single deals worth P3.85 8 jun ME Se a aor: 





: EOUL: The colipaaite index i. 4. 14 








EA million in-Atlas B and P3.52 million in Philex B | Change on week . 0.43 
points to 130.54 on average daily volume which | shares. The mining index dropped 10.52 points to 2s ee 
fell by 3.3 million shares to 9.25 million. The | 1,054.78 as Philex yielded between two and four c7 5 0 MK$ ne 









narket was badly shaken following a call by the | centavos and Lepanto 1.25 centavos. Buying | ^seemesnoes — 7 9$. 00] 
Ministry of Finance to institutional investors to | shifted to commercial-industrials, whose index | Sakata BEC d 
op "lopsided investment" —the heavy specula- appreciated 0.47 of a point to 133.17, principally | cesse | — ae 
on in electronics, pharmaceuticals and food-in- | due to gains of a half-peso in A and: P1.25 in B | ee poa er 
ustry issues which recently has affected market | shares of San Miguel. So] pee 220 ^ BA 
behaviour. Institutions responded by keeping | : ee oe a 
_of the market altogether in the second half of BANGKOK: the bears had a slight edge sas. | Fees Hos EN ES 
period. Predictably, the main victims of the | liquidation pressure affected general sentiment. | Swam qup NNUS 














One factor that could have contributed to the | ^. 07. 


bearishness was the rumours. concerning | T. 
Bangkok Bank's financial soundness, which | — 

were quickly knocked down by bank authorities. 
The easing of current credit restrictions to pro 
vide a more e selective basis, with ib Sesh 


ish mood were electronics, whose sectoral 
exi fell 114. 66 points, bi PORTREE 


















udine in à market that generally improved 
over the period. The local mood probably would 
have been fired more by the Wall Street upturn 
had not heavy selling ah the financia 

end flattened the trend. Rumours ¢ 
Jabiru pushed up ‘BHP, ‘Weeks 
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Capital, reserves and subordinated loans 22,510 17.272 14:826... 7,470 ECCE 
Working funds 670,711 597569 391 834" 185929. 

Credit tothe : | M MM 
, private sector i | ^ 297,053 275,942 

- public sector 256,355 205,597. 

. Profit for the financial year | 1,912 |. 1703. 

Balance-sheet total B 729, "710 646.337 
Net dividend (BEF) _ d 387 365 
Staff . 8,800 8.566 

Ue of branches 759 755 
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n Canal Street, the busiest street 

in Manhattan's Chinatown, a new 
seven-storey building with sloping 
green roof and shiny red walls stands 
out conspicuously among the sur- 
rounding century-old buildings. This 
is Golden Pacific National Bank 
building. The bank has spent US$7 
million to re-create traditional 
Chinese architecture — a cost that in- 
cluded dispatching a team of ar- 
chitects to China and Taiwan to study 
pavilions, and flying in a crew of arti- 
sans from Taiwan to stack the roof 
tiles and paint murals, ancient crafts 
unavailable in the United States. 

Rents for an office in the building 
overlooking a jumble of small shops 
and fresh-fish stalls are as high as 
US$50 a sq. ft compared to US$43 a 
sq. ft for an office on the 107th floor 
of the World Trade Centre with 
a spectacular 20-mile panorama 
of New York City. The rents 
charged for space in 
Chinatown's new shops and of- 
fices, and even in its crumbling 
old tenement buildings, are 
among the highest in all residen- 
tial neighbourhoods in the city, 
brokers say. And selling prices 
are a remarkable 20% more than 
in 1983, while high interest rates 
have depressed the property 
market elsewhere in Manhattan. 
Much of this recent escalation 
has been prompted by capital 
flight from Hongkong. 

As the nation’s largest 
Chinese community after San 
Francisco, Chinatown has tradi- 
tionally been a haven for Asian 
capital flight. Foreign investors 
account for more than half the 
area's property transactions. 
But now, said Ben Louie, vice- 
president of Chemical Bank and 
a Chinatown banker for 23 
years: "Chinatown is awash 
with cash from Hongkong." The 
first signs of foreign money began 

ouring into the community in the 
ate 1970s. Louie said this flow of 
"nervous money gets heavier each 
year." 

David Chow, an agent for property 
agent J. I. Sopher & Co., who has also 
worked on the Chinatown Planning 
Council, says there has been a lot of 
“flipping,” or rapid reselling of prop- 
erties, which has bid up the prices. 
Last summer, one investor from 
Taiwan paid US$2 million for a five- 
storey Chinatown building. The sell- 
er, a Hongkong Chinese, had pur- 
chased the same building for US$1.5 
million only six months before. In a 
rash of buying which first swept 
through Chinatown in the late 1970s, 
as many as 105 buildings, or 10% of 
the housing stock, were transacted in 
s | 


a year, according to the city property 
report. 

The influx of foreign capital has 
also turned Chinatown infe a battle- 
ground between foreign investors 
and local Chinese vying for a stake in 
property and trade. In a bid to retain 
their businesses, local retailers have 
bought their own buildings and 
joined in the land scramble, further 
fuelling the property market. The los- 
ers in this property battle are old- 
timers and small shop-owners who 
cannot afford to buy and who are los- 
ing their businesses because of high 
rents. 

Chinatown itself is losing its spe- 
cial character. In the past four years, 
Chinatown —  Manhattan's only 
growing ethnic community — has be- 
come affluent. Last year alone, four 





bank offices — including the osten- 
tatious Golden Pacific — started 
business, making a total of 19 bank 
offices in a small two-block area. In- 
deed, the property market has be- 
come so lucrative that Sopher and 
Helmsley-Spear Inc., the city's two 
largest rental agents, have stepped 
into the area for the first time and are 
competing against the Chinese for 
vacant lots to develop. 


ies summer, Sopher, the city’s 
largest rental agent, announced 
plans to build a US$4 million, four- 
level mall on East Broadway Street 
near the Manhattan Bridge. “China- 
town is probably the only neighbour- 
hood in all Manhattan which is grow- 
ing and economically strong,” said 
Chow, who is in charge of the mall 






project. He added that within three 
months of the announcement of the 
project he had received more than 
200 inquiries for space in the mall 
from interested Chinese business- 
men. Because the mall will be built 
outside Chinatown's prime area, 
shops will rent at considerably less 
than the average on Canal Street. 

Another project, a 22-storey con- 
dominium near the Manhattan 
Bridge, is being planned by Henry 
Street Partners, led by three top of- 
ficers of Helmsley-Spear and a local 
Chinese. Kenneth Patton, senior 
vice-president at Helmsley-Spear 
and general partner of the pro- 
ject, says the housing market for 
the upper-middle class is very 
strong in Chinatown as the area 
becomes increasingly prosper- 
ous. The apartments will be sell- 
ing at a price range of US$180- 
450 a sq. ft, the upper end of 
which is comparable to prices in 
Manhattan's first-class residen- 
tial areas. 

But such development is se- 
verely limited by the lack of vac- 
ant lots. Tearing down old build- 
ings to make way for new ones is 
extremely difficult because ten- 
ants are stiffly opposed to mov- 
ing out: they cannot find substi- 
tute living space in Chinatown 
without paying an exorbitant 
amount of “key money.” Asa re- 
sult, some of the money and peo- 
ple are now moving into a satel- 
lite Chinatown in the Flushing 
section of Queens. In less than 
five years, the population of 
Chinese in Flushing, an hour's 
drive from Chinatown, has in- 
creased from a handful to about 
20,000. 

Chinese property investors, recog- 
nising the potential of Flushing and 
the limitations of Chinatown, are 
showing increasing interest in Flush- 
ing. In 1983, a syndicate of investors 
from Hongkong and Taiwan bought 
several condominium units in Flush- 
ing worth US$18 million, according 
to Alexander Chu, the property law- 
yer who arranged the deal. James 
Hung, president of Main Flushing 
Realty Co. and partner of several re- 
sidential and commercial projects, 
estimates property prices in this area 
have tripled since 1980. And he pre- 
dicts that with the inevitable injec- 
tion of more foreign money Flush- 
ings new Chinatown will be more 
prosperous than Manhattan's old 
Chinatown. — JULIA LEUNG 


When in Bangkok, 
people have come to expect the very best at 


The Dusit Thani 





That's why they expect to find a copy of the current 
Far Eastern Economic Review 
available in every Landmark Room. 
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A hotel that believes in the romance of life. 
The Orchard Sun. The newest, largest, and 
most luxurious in Penang, with all 323 
rooms facing the sea. Exciting sea sports by 
day, the finest dining by night. Laze by the 
pool or spend tranquil evenings wate hing the 
sky turn gold. Quite simply, the finest busmess 
resort on the island. And only 10 minutes 
away from town. . 


Orchard Sun Penang 
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‘Lhe 
Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct Lo. 
WWF International, 1196 Gland, 

Switzerland. 
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lead-managed over $24 billion in 
loan syndications. 

Loan participations. Our 
Syndication Group granted over 
$2 billion in loan participations to 
hanks and other institutional lenders 
last vear, a figure unsurpassed by any 
other financial institution. This year, 
our volume of participations is run- 
ning at an annual rate of S6 billion. 

Trade banking. Our ability to 
take advantage of government insur- 
ance programs in structuring 
export financing has given 
Bankers Trust a leadership 
position in this ficld. 

Lease financing. We 
arranged more than $1 bil- 
lion in equipment value of 
big-ticket lease transactions 
in 1983. In aircraft leasing 
alone, we captured more than 
40 percent of the market. 

Private placements. 
Last year, Bankers Trust com- 
pleted over $1 billion, posi- 
tioning us among the leaders 
in this form of financing. 

Swaps. Our capital 
markets professionals have 
made us a world leader in 
interest rate and currency 
swaps with nearly $3 billion 
in contracts written in 1983. 

Commercial paper. We 
were the first of the money 
center banks to act as agent 
for commercial paper. Our 
customers now have almost 
$3 billion outstanding. Only 
a handful of investment banks— 
and no commercial bank—exceeds 
this volume. 

Public finance. We pioneered 
the development of both variable- 
rate demand notes and tax-exempt 


commercialspaper. Bankers Trust 
also introduced a new market rate, 
TENR, which has been used to 
price well over $1 billion of tax- 
exempt floating-rate issues. 
Eurosecurities. In 1983, we 
co-managed nearly $10 billion in 
Eurosecurity offerings. Bankers Trust 
is one of the most active participants 
in the secondary market, particu- 
larly in floating rate notes —an 
instrument we introduced to the 





Typical of the Bank's commitment to worldwide merchant banking is 
its new trading room in New York. Over $12 billion in money, securities INY 1s an idea whose time has 
and currency transactions flow through it each day. 


international marketplace. 
Trading. From our new state- 
of-the-art trading room in New 
York, we execute over $12 billion 
in money, securities, and currency 
transactions daily. Bankers [rust is 


today onc of the [IN lare st pi 
United States government securities 
dealers. 

Futures. Our new subsidiary, 
BT Futures Corp., is a major partici 
pant in the interest rate, currency, 
al id precious metals futures markets 
BT Futures Corp. executed over 
S150 billion in contracts in 19S ) 

Investment management. We 
are responsible tor investing mor 
than $37 billion in employee bei 
efit and personal trust assets 
Emplovee benefit clients 
TAC lude Over Tee o the 
world's major corporations 
and public sector entities. 

Eamings performance. 
Bankers [rust NCM York 
! Corporations earnings per 
formance is evidence that its 

commitment to worldwide 
| merchant banking has found 
favor with its clients. The 
Corporation's earnings 
increased at an annual aver 
Ave ot 29 percent Over the last 
six years, a growth rate greater 
than that of any of the coun- 
try S other ten largest bank 
holding companies. 

Today, An Incredsing 
number of America's premier 
corporations are coming to 
Bankers Trust for both com 
mercial and investment 
banking services. 

Clearly, merchant bank 


come. It is a dynamic, aggres 
sive kind of banking, perfectly 
shaped to meet the needs of today's 
rapidly changing finarx ial world 
Bankers Trust is positioned at the 
leadine edge of merchat if hank Ine 


And we intend to stay ther 


"BankersTrust Company 
Merchant banking, worldwide. 
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Ec was er pre 
read Derek Davies’ open letter to Bri- 
tish Foreign Secretary Sir Geoffrey 
Howe [21 June]. He appears to be at- 
tempting to impose his views on what 
post-1997 Hongkong should be to the 
public and t ; sagdlonds of Hong- 
kong. v ! 

One must not be naive on this i issue. 
The British never had a leg to stand on 
on this matter and they never will 
have. One ean a vise a landlord what 
to do after a lease expires, but one just 
cannot dictate or insist that he does 
things in a certain way. In this sense, 
Britain and China are not negotiating. 





They are merely. discussing: the transi- 


tional period between now and 1997. 


Davies .would like China's. assur- | 









ances. on. the future "to be enshrined in 
‘whom? Certainly not 





997. Under what gov- 
ning about enforceabil- 
ee The 


tion of the lease. And face is as import- | 









T 'TME INTS 


amesement that | 


‘that has no rights to the 


Cr e Government has 
waited for a long. time for the expira- 











| 
| 
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| Hongkong 





"There is ; nothing wrong with accep t- 


| ing China's assurances as given ver- 


bally. It is thg best that the people of 
Hongkong will ever get. Of course the 
rich will be nervous and some people 


will leave, but the dictates of demo- | 
..graphy and economics will ultimately 
| prevail and the territory will be in 


equilibrium once again. If the Chinese 
keep their word there will be inflows 
of capital;ifthey renegeon their prom- 


ises no. barriers. ean keep: people: and. 


capital in Hongkong: 
So let us all stop this futile debate. 


All that will be said will be pure. con-- 
| jecture: We should stop confusing the 


publie and infuriating the landlord. 
W. LIM 


; Everyone who loves Hongkong as it 
. was.and is, and who is concerned about 


what it-will be, is in Davies’ debt. His 


: open letter to Howe clearly states the 
| simple facts of how and how not to 
: negotiate with the Chinese (which any- 


M Min MÀ dm 


one who trades with the Chinese 
| quickly learns, Or else he quickly fails) 

















Bahrainrbased ^ 


Already one of the largest Arab banks, ABC — 
continues its rapid expansion in terms of size, 
product range and geographical spread. In 
this connection, the Bank seeks to enlarge the 
Economics Department by the addition of a 
country specialist to cover S. and S.E. Asia. 
Prime responsibilities will be to provide 
regional analysis for the country risk ~ 
assessment programme and to contribute t to 
other Departmental projects. 

Candidates will probably be educated to 
post graduate level in economics or relevant 


regional studies, have substantial appropriate cv toy Webb, 


professional experie ce, and be prepared t to. 


travel. - 


This position offers the challenge of an 





expanding work environment and the 
opportunity to contribute to the expansion of 
the Bank’s in-house and extemal Services. 
In addition, a very competitive tax free 
remuneration package is offered, including 
pension plan, accommodation allowance, air 
fares and medical and schooling benefits. 
Please send a detailed Curriculum Vitae to-- 


Jonathan Wren International Ltd. 
—_ Ma ‘a oblige dS na 































ment a 140 years of oer 
the matter. Let us hope that, fina 
this effort will remind Britain of. 
means available. 


New York HERB GO 





In is au j beter pointing out f 
inaecuracies in Hans U. Luther: 
review of Siamese White [21 June), Bi 

Hudson said *a number of his asse 
tions may come as a surprise" to th 
familiar with the story. I can assure 
Hudson that they came as no surprise 
to me, nor to anyone else who ha 
known Luther. sey 
When | first met him, he was a d 


Caldwell" a dnectitié dectüri int 
London University =e of Oriel 


in 1966, Wien he ew à à garder 
in London to raise money to buy d 
for the o VEERE, and collected 


























ants, for the attention of 
| Dr, who is 













I met futher: in the company of 
Caldwell. We: had been invited to the 
showing of a private film on Red 
Guards in China. It was®1971, and our 
host asked me to comment. I said some- 
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imself a an "anarcho-Maoist neo- 
dite Manichaean." His office at 
ondon University was decorated with 











Asia Partnership for Human Development 






An Organisation comprising the Catholic Development Agencies of 21 countries in Asia, Europe, 
-. Canada and Oceania concerned with Human Development in Asia is seeking applicants for the fol- 
lowing positions: 


ecutive areuy — Responsible for the co-ordination of the programs, projects and admin- 















| x Information Officer — EES for tha co-ordination of the various pro- 
rams implemented by the partnership, facilitating the flow of information andi preparing development 
aterial, . 


The Secretaría of the Partnership will be located in Hong Kong from the beginning of 1985. 


- Applications for these positions close on August 21, 1984 and should include details of the Appli- 
gants curriculum vitae and the. names of atleast two references. 


“Further information on these positions can be obtained from: Asia Partnership for Human Develop- 
ment, 154 Elizabeth Street, Sydney, N.S.W. 2000, or the member agency of the partnership in each 
f the countries involved. 
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Our client, a major Middle East based bank with 
worldwide interests and activities, wishes to appoint 
an international banker of stature and ability to the 
position of Chief Executive at Board level. 

This position calls for a broad range of skills and 
expertise and candidates must be able to demonstrate 
asuccessful track record at general management 
level in an international banking environment. 
Experience of banking in the Middle East or Asia is 


achievement. 









To indica’ etheir in 












| Singapore 


| dams as 
age" and found ime f 


ud status withir | 


International Banking c£100000 tax free 
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w im fell CVt to o Gavi in Nema NM. 
Executive Selection Division, Southwark Towers, V 
Z2 32 London Bridge Street, London SEI ee * i 
-. Please quote reference MCS, /401 2B. 





Lüther shouted: | "That is tyr ical Bri- 
tish opium war mentality!” Enough 
said? ` 

DENNIS BLOODWORTH 


A tribute to Nehru 
It would be hard to improve upon Inder 
Malhotra’s rounded and sensitive por- 


trait of Jawaharlal Nehru [7 June]. 
Nevertheless, some additional points 


. may be of interest. One is the memora- 


ble tribute to Nehru by Sir Winston 
Churchill (^here is a man without fear 
and without hatred") which beauti- 
fully captures an admirable facet of a 
many-splendoured personality. Nehru 
was also a passionate votary of science 
who endeavoured to infuse the scien- 
tific temper. in a traditional society 
dominated by * - literary mandarin 
values. ` 

Aman who described milltipur, ose 
“cathedrals of the mods zn 





the 1949 negotia 







human, Witness B the 
Bois Nehru temper and the even 
more proverbial Nehru charm which 


 mesmerised even hardened opponents. 
. Washington 


A. G. CHANDAVARKAR 
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likely to be a pre-requisite for consideration. 

It is expected that the person appointed will have 
the vision to plan strategically, the ability to judge 
tactical priorities and the capacity toensure practical 


The qualities of ambition, deter mination, — 
enthusiasm and drive will be tequired if the successful 
candidate is to achieve the overall objectives of the 





















supported h statistica. 
figures, otherwise his. le 
of envious racialism. | 


in peaceful Sabah — just as one with 
an incurable inferiority complex 
would, should a minority group show 
signs of economic strength? 

Singapore ‘SON OF SANDAKAN' 


'S.Y.T tries to blame the Sabah State 
Government and the Suluks for crime 
in the state and makes a wild claim 


10 is 'S. X T, to ye ` 


segregate the entire Suluk community | peated throughout the expatriate com- 


pore. The same pattern seems to be re- 


munity. Singdborean women appear to 
have very littleinterest in these, mostly 
professional men. Prime Minister Lee 
Kuan Yew. wil have a hard time 
persuading intelligent Singaporean 
women to reproduce thetselves. 

Singapore ‘EXPAT ENGINEER' 


APP NA NUM Ria e AH a PEN wmm erre ninm iet 








that the quality of building construe- | | 


tion has declined in the state due to the 
Suluks also. The facts, however, speak 
otherwise. 

The police have denied the popular 
belief that the refugees are responsible 
for all crimes. In fact most serious 
crimes are committed by Malaysians, 
as arrests and court cases indicate. 
Also, the state observes strict building 
by-laws so it is difficult to understand 
the claim of declining quality of build- 
ing constr iction. 

In any case, the refugees in Sabah 


are the. responsibility of the federal 
decided to 


government. If it is ever 
repatriate the refugees, the construc 
tion industry, coffee shops, restaurant 
and retail businesses will come to 
standstill because Sabahans are un- 
willing to take up jobs in such trades. - 


Kampung ond aa 
Sabah 





Not so similar. 


Given the similarity of Indonesia's | - 


policies in East Timor and Irian Jaya, 
and the emergence of a guerilla resist- 


ance movement in both provinces, itis 


understandable that the REviEWw [14 
June] might confuse the two. For the 
record, however, the Australian Em- 


bassy's cancelled inspection tour was. i 
to have been to East Timor, not Irian: | 


Jaya as your contents page stated. In 


addition, the picture captioned "Freti- 


lin guerillas" was actually of OPM 
(Free Papua Movement) men. 
Bondi, NSW 


e The REVIEW apologises for the er- 
rors. 


The marriage market 

The “great marriage debate” in Singa- 
pore [REviEW, 21 June] has also created 
a considerable amount of discussion 
among single Western men living in the 
republic because many, if not most, of 
these men find it very difficult to meet 
women in Singapore. It is common for 
Western expatriates.in. Singapore to 
marry Asiah women: But they rarely 
marry Singaporeans. For example, 
$ among the Asian wives of the Western 





ROGER MOJIWAT 


ROBIN OSBORNE | 


machine, processing area. 
2. Fish Receival Depot — Kargmbe 


store. 


The entire fish pda Busnes operated at the above locations is offered for sale for a 


total price of $2,020 


The business curentty ity holds a processors Class "A" licence and a restricted buyers ioence 


Class “A”. 
Detailed inventory available upon request. 


price waterhouse 


p.o. box 





All enquiries to K. A. Weir on (077) 72 2133. 


/— ————————————— RAP Poem 


Please contact Fred Klas 
| “OF David enone 


| Ma aging Agent: " 


i Talhar & Wong Pte Lid 


-Fish Processing Export Business 


NORTH QUEENSLAND 
FOR SALE 
$2,020,000 (Aust.) 


fF. Fish Processi Plant — Babinda (near au) 
— including land and buildings for Office, retail shop, freezer store, Laram prawn peel ing 


— including land and buildings for office and accommodation, freezer store and whart. 


3. Fish Processing Plant — Thursday Island 
— including land and buildings for offices and accommodation, processing area and freezer 
















pr oper i Sane is e in all 
countries. The answer is yes —— 1f unie: 
form trade-mark and eounterfeit laws 
are framed in all countries and ape 
proved within the General Agreement. 
on Tariffs and Trade or a similar inter- 
national body. | 
Dhaka 
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Ask Westpac about foreign P f excess of A$34 billion. 
ex e. Or ast | We're Australia's world 
or profitable business | bank, with offices in 20 






today, information about 
money is every bit as 
important as money itself. 
This is particularly true 
of the rapidly changing foreign 


forex 
action. 


countries constantly 
monitoring economic trends, 
market movements and 
currency fluctuations, which 
means Westpac is well placed 
to help you if you are investing 











E or the chief executive or in the Western Pacific, Australia 
.. company treasurer, the right or New Zealand. 
strategic advice can be as If it’s anything to do 
-Critical as his company's with foreign exchange. 
. total effort to produce Ring Westpac today. We 
.. and market its products. want to be your bank 
k At Westpac we've for foreign exchange. 
| put P top teams Asian Division 
_ in the key foreign Forex Dealing Centres: 
= exchange trading centres ^ Hong Kong, Robert 
. inHon dms and Singapore. So getin touch with our ^  Toone213236/8;Singapore,Hugh 
i e will give you ‘forex information bank’ - Hipkin 223 2147/8; 
- consistently valuable adviceon Westpac's professional foreign Representative offices 
_ foreign exchange dealing. exchange network. throughout Asia: Tokyo, John 
B. We can tailor a foreign A team that calls on Salamonsen (03) 501 4101/4; 
- exchange service to suit your experience and today's Manila, John Lewis (02) 8158291; 


e 
E 


company's needs, whetheritbe ^ technology, including advanced ^ Jakarta, Paul Milton 353758: 
in the hedging market, spot, or satellite communications which ^ Beijing, Geoff Tredinnick 595 261 





forward exchange, Euro currency link our offices in the world's Ext 100; Seoul, Graeme Stewart 
ing, funds management major financial centres. 3131145/ 6. 

advice, foreign currency Westpac is Australia's 

denominated accounts, or on oldest, largest and most ue St Dp ac 

working the international money experienced banking and financial à 

market. services group, with assets in Australias world bank. 

: | MPH ON 
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Singapore Prime Minister Lee 
Kuan Yew presents a plan for an 
'instant' opposition — and there 
are rumours of another Lee in 
politics. 


Page 13 

Tension between Indonesia and 
Australia over East Timor and Irian 
Jaya rises still further with a hint of 
a chill in relations. 


Page 14 

Thailand reconsiders its decision 
on what jet-fighter model to buy 
from the United States. 


Page 15 

It’s the mixture as before as Philip- 
pine President Ferdinand Marcos 
unveils his not-so-new cabinet, 
with his wife coming out of her an- 
nounced retirement. 
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As troops repair the façade of the Golden Temple, damaged in their 
assault on the Sikh shrine, there seems little chance of repairing the 
damage to the façade of Indian unity after the Punjab trouble. For 
Punjab is only a symbol of a malaise that has spread throughout the 
Indian body politic, in which power at the grassroots has stagnated 
in favour of the Centre — New Delhi. And this may not be entirely the 
fault of Prime Minister Indira Gandhi, but simply a natural result of 
the system itself. Richard Nations reports (pages 24-26). New Delhi 
correspondent Mohan Ram examines the opposition's prospects 
(page 28), and South and West Asia correspondent Salamat Ali 
focuses on one opposition-ruled state, Andhra Pradesh (page 30). 

Cover illustration by Morgan Chua. 


Page 32 

The South Korean opposition 
makes a quiet comeback — and in 
New Zealand the opposition may 
get into government, though the 
election there is mainly about eco- 


| nomic issues (page 57). 


Page 46 

Malaysia’s commodities-futures 
market will take a long time to re- 
cover from massive defaults ear- 
lier this year. 


Pages 49-50 

Current credit restrictions are not 
the sole reason for a rash of bank- 
ruptcies in Thailand. 


Pages 51-52 


Japan hopes to hitch a ride to the 
stars in a tie-up with the American 
space programme. 
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Lack of government strategy — 
and the recession — hit private- 
sector investment in Indonesia. 
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Sydney takes a different tack from 
Singapore in its drive to link up 
with an American futures market. 


66 1 
The shadow of Carrian falls on a 
Singapore property auction. 


Page 68 | l 

Ever Bright’s promises look less 
shiny as the Chinese-backed com- 
pany pulls out of a property deal. 


Page 71 

If a takeover bid for Singapore 
Glass is a partial failure, thé com- 
pany could be turned around. | 
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ramilitary . forces 
moved into the strategic In- 
Ban border state of Jammu 





nor of Chi ef Minister “Farooq 
Abdullah. | 





12m bers of Farooq's nds 
N nal Conference Party, a 
pment which left him 
ith only 35 of the state as- 
 sembly's 76 seats. 
. The governor turned down 
arooq's plea for fresh elec- 
| tions and hurriedly swore in 
-Farooq’s brother-in-law and 








minister, asking him to prove 
majority in the assembly 
ithin a month. 
Several independents join- 
| the 12 defectors, and the 
ader of the Congress party in 
ie state announced that his. 
6 members had said they too 
‘ould support the rebels. The 
missal has been condemned 
-the non-Congress chief 
üsters.:of West Bengal, 
ripura.and Andhra Pradesh 
nd by all national opposition 
| ~~ SALAMAT ALI 


: barely concealed rift be- 
n the Malaysian Yang di- 
rtuan Agung (king) and De- 
‘Prime Minister Datuk 
a Hitam came into the 
enon 30 June, the day Mus- 
nded their month- long 





rgiveness from each other 
‘-any mistakes they may 
ve made in the previous 12 
months, Musa made a public 
pology in the National Mos- 
que before an approving con- 
gregation of worshippers. 
The king, Sultan Mahmood 
Iskandar, is also Sultan of 
Johor, Musa’ s home state. 
During ihe constitutional 
crisis last year, Musa angered 
he sultan. when he made 





's royalty in the past 
nier. a well- known 


oo lay govern: 








were 


reh foe, G. M, Shah, as chief 


atements about the role of 


a dieu was ii 


ME the, traditional oppor- | 
unity when all Muslims seek 


she warned Aquino 


after three years of self-exile, 


“The occa tion 
ceived with gréat- relet 
cause it had become genera 





longer on speaking terms with 


gation of the season of forgive- 
ness. — K. DAS 


Philippines court 
relecans priests 


Australian priest Brian Gore, 
Irish priest Niall O' Brian and 
six church workers agreed on 
28 June to a defence motion 
for the dismissal of multiple 


eight. They were charged with 
the March 1982 murders of a 
local town mayor and four 
aides on the Visayan island of 
Negros. Gore and the laymen 
were originally charged with 
illegal possession of explo- 
sives and inciting to rebellion, 
but while deportation hear- 
ings against Gore were pro- 


were laid against the eight. 


the charges. 

While the priests refused an 
offer of a presidential pardon, 
they agreed to the dismissal _ 
with the prosecution caveat 
that the two would leave the 
Philippines within 30 days of | 
their release and that the six: 
lay workers would:be placed » 
under joint custody of the 
local bishop and Philippine 
Constabulary provincial com- 
mander for six months. The 
eight were released from their. 
prison cell on 3 July. 
— GUY SACERDOTI 


imelda Marcos says 


Imelda Marcos, wife of Philip- 
pine President Ferdinand 
Marcos, told the fact-finding 
board investigating the assas- 
sination of opposition leader 
Benigno Aquino that far from 
telling Aquino he would die if 
he insisted on returning home 


she had tried to save his life — 
for a second time. 

Mrs Marcos told the board 
that she was first responsible 


for saving Aquino's life by ar- 
from . 
-| prison in 1980 and sending 
| . | him to the United States for a. 
heàrt by-pass operation. She. 
di ape she later tried to warn © 
| him against returning to Man- | 
| ila after she heard from Mar-. 
cos. that there were plotr. 


ranging. his release 


The prosecutor in the trial of 


murder charges against the. 


ceeding, the murder charges | 


Gore has consistently denied: 


: 







known that the king was no | 
General Oriental, the Hong- 
kong-quoted vehicle of entre- | 
preneur Sir James Goldsmith, 





Musa. The move by Musa to | 
apologise was initiated by the. 
king, who spoke to the congre- 
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| government figures. 
term liabilities accounted for 


announced on 2 July that it 


will propose to shareholders 


that its parent company be 
reincorporated in the Cayman 
Islands. The aim was to “pro- 
teet the interests of the com- 


j| pany and its shareholders in 


the light of present economic 
and political uncertainties" 
surrounding Hongkong. 

A spokesman for the com- 
pany described the move as 
"just a switch of domicile" 
and as being "very similar in 
concept" to Jardine Mathe- 
son's plan to transfer its hold- 


ing company to Bermuda 
-(REVIEW, 12 Apr.), both moves 


stemming from Hongkong's 
uncertain future. 

Present shareholders will be 
asked to exchange their exist- 
ing shares for shares in a new 
Cayman Islands holding com- 


pany called General Oriental - 
Investments, on the basis of 


one new share of 10 US cents 
for every existing HK$1 (30 
US cents) share in General 
Oriental. It is understood that 
the change in jurisdiction has | 
been under consideration for 
ae Re year. 

— CHRISTOPHER WOOD 


South Korea aims to 
limit borrowings this year 


South Korea’s external debt 
rose by roughly US$1 billion. | 
between January and May, 
reaching US$41.4 billion, ac- 
| cording to recently released 
Short- 


US$12.1 billion and long-term 
debts, US$28.3 billion. The 
government hopes to hold bor- 
rowings at around US$2.5 bil- 
lion this year, which means 
total debts would reach 
US$42.6 billion at the year- 
end. Recent reports by the In- 
ternational Monetary Fund 
and the World Bank have 
taken an optimistic view of the 
country’s ability to pay off its 
debts. — PAUL ENSOR 


Australia’s Jabiru 
oilfield disappoints 


Hopes of an oil find in Austra- 
las BHP Jabiru offshore 


partnership have been set. 
-back with an announcement. 
of disappointing preliminary j| anc 


bap Is on imism the 












| terest in Jabins confirmed i in 

late June that appraisal wells. 
2 and 3 were disappointing 
and that the start-up date of 
early 1986 had now been 
abandoned — though it em- 
phasised postponement rather 
than cancellation. 

The Jabiru news coincided 
with another disappointment 
for Australia's resources sec- 
tor with the ‘government 
finalising details of its re- 
source rent tax, essentially a 
profits-related levy, which 
will deter further offshore 
exploration for new deposits 
— it does not apply to existing 
projects. — EDNA CAREW 


| Malaysia's airline hits 
out at conwetitors ^ 





—————  ÁÁáná 


Malaysian. Airline System 
(MAS) managing director 
Datuk Abdul Aziz Abdul 
| Rahman has charged that Bri- 
I tain and Singapore are collud- 


—— M 





ing to prevent MAS gaining 
approval for additional Lon- 
don-Kuala: Lumpur flights. A 
Singapore Airlines spokes- 
man promptly denied the ac- 
cusation, which also was pub- 
| lished in a London newspaper 
| on 24 June. | 
| The charge is another irrit- 
| ant to Malaysian-British rela- 
| tions, troubled during 1982-83 
| by a tacit government "buy- 
| British last" policy. The MAS 
| complaint followed the public 
criticism in May by Prime 
| Minister Datuk Seri Mahathir 
. Mohamad of the conduct of in- 
vestigations into the Carrian 
affair by the authorities in 
Hongkong. — JAMES CLAD 
| Kuwait buys into 
| Hong Leong group 
| The Kuwait Investment Office 
| (KIO) has bought.a 20% stake 
| in the quoted subsidiary of the 
Hong Leong group in Hong- 
kong, it was announced on 29 
June. The stake was purchas- 
ed from Lombard Odier of 
| Geneva for an undisclosed 
| sum. The prime asset of Hong 
Leong Co. is the 100%-owned 
Dao Heng Bank, bought from 





Grindlays Bank pic in March 
1982. Other. subsidiaries are 
engaged in, stockbroking, 
insurance-underwriting and 
general: trading activities. A 
;joint statement said the pur- 
chase represented one of the 
KIO's lóng-term investments 
demonsteeted ney ful- 
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Singapore ias su | 
3, 000 Soviet-made AK47 rifles to. | F 
ie K jle's National ei 

X (KPNLF), one | 


of three factions of the anti- 
Vietnamese Democratic 
Kampuchea coalition. The 
assault rifles are known to have 
been purchased by Singapore 
from Somalia and Zimbabwe in 
exchange for other infantry 
weapons supplied by Singapore. 
Earlier, the KPNLF — whose 
forces are operating on the 
borders of Cambodia and 
Thailand — received from 
Singapore an unspecified number 
of Singapore-produced SAR80 
assault rifles. While the aim of the 
earlier arms supplies was in part 
to battle-test- w weapons, 
KPNLF guerillas were unable to 
maintain them properly, 
resulting i in rusty barrels and 
jamming. z 


PYRAMID SELLING? 


. The two non-communist factions 
of the Democratic Kampuchea 
coalition, which is waging a 
guerilla war against the 
Vietnamese in Cambodia, are 
hoping to find a new arms- 
supplier: Egypt. The Egyptian 
Government has been 
particularly friendly towards the 
coalition since the Egyptian 
ambassador in Bangkok 
| presented his credentials to the 
- coalition near the Thai- 
Cambodian border in January. 









p AFGHANISTAN - 


- Assassins shot and killed a top secret- | 







-sservice officer and six others in separate 


attacks, Western diplomats in New Delhi 
< said (3 July). 
INDIA 
. The army reopened the Golden Temple 
in Amritsar to 5,000 Sikh pilgrims. One 
¿person was killed during violence in Bom- 


| bay, it was reported (27 June). Twenty 
| people died and almost a million were left 





killed eight soldiers and wounded seven in 
poa campaign $ for A T said 
T 29 Ju: es 
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| lah was tüisttissed a: as chief minister of : 


| homeless in floods i in West Bengal, it was s| 
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| year (30 rid 













Son Sann, coa prime 
minister and leader of the Khmer 
' al Liberation 
eceived a warm 





| reception from: senior Eg ptian | 
 offieials when he visited Cairo in 


June, and coalition president 
Prince Norodom Sihanouk, 
leader of the other non- 
communist faction, plansto make 
his own official visit to Egypt 
soon. The Egyptians have — 
intimated to the two Cambodian 
leaders that they may supply 
them with some of the Soviet- 
made small arms which the 
Egyptian army is phasing out as 
they are replaced by new 
American weapons. At the 
moment, the only major military 
supplier to the coalition i is China. 


STALLED OVER TOKYO. 





Malaysian Prime Minister Datuk 
.| Seri Mahathir Mohamad is losing | 
“+ patience with Japan's refusal to 


agree to formalise a joint - 
Malaysian Airlines System 
(MAS)-Northwest Orient Airlines | 
service taking MAS passengers 
onwards to North America from 
Tokyo. Although the service is - 
now operating, the lack of official 


approval prevents advertising the 


service. In the latest: 
development, Japan has offered. 
to negotiate on a general . 
application for onward- flight 
rights to North America, with the 
MAS-Northwest Orient service 
treated as a separate exercise, but 
Mahathir will not budge.. 


V Burmese President San Yu aivived ori 
an official visit (2 July). 


Deputy Prime Minister Datuk Musa 


‘Hitam publicly apologised to the king for 


derogatory remarks he made about the 
Johor royal family during a speech last 












armed’ military 


| Fully r 
l-agents carried outa pre-dawn 
“suburban office in Manila oi^ tant 
"Opposition organisation (27 June) A 
est and four others were detained by 


1@ military agents, a church human 


l rights official said. About 10, 000 students 


ted near the presidential palace 


economic policies of. President 





The opp sition Na- 
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Meanwhile, Taiwan has offered 
rights for an equivalent ser vice 

out of Taipei — an offer whieh 
Mahathir, increasingly i 
the Japanese attitude, is reported 
to be Hin seriously. | 


— E 





The Cominimist Party of 
Thailand (CPT) is still seeking the 
release of long-standing central 
committee member Asnee 
Polachan, who was captured by. 
Lao troops last year when he fled 
across the border into Laos to 
escape a Thai military sweep in 
northern Nan province. A 
renowned poet who disappeared: 
into the jungle 27 years ago 
during a government crackdown 
against dissident elements; the 
70-year-old Asnee was one of 10 
people detained by Lao 
authorities in a place which the 
CPT once used as a staging ares 
| for infiltration into Thailand's — . 
| northern provinces; the party was- 
ordered out of Laosin 1979 atthe | 
| time of the Sino- Vietnamese 
| split. A high-ranking CPT source | 
said Thai National Security 


iiM wt ee a a EIE RENNERELESN BENE E EORR REOR RA E 
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Ldr Prasong Soonsiri quest më 
the Lao. Government about the 
CPT leader during a visit £ 
Vientiane, but was told officials 
had no knowledge of him. The 
source said that though the CPT 
still retains relations with local 
officials, efforts are being made 
ata higher level to secure Asnee's . 
release. | 
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tional Alliance chairman, — Lorenzo 
Tanada, said Alliance lawyers were filing. — 
a suit with the Supreme Court to recover. | 
documents soldiers took from the group s 
office during the military raid {1 July. 
The Supreme Court ordered the gosverti- <) 
ment to end more than six years óf solitary f 
confinement for alleged communist rebel | 
leader Jose Maria Sison (2 July). Two = 

Roman Catholic priests, Brian Gore and 
Niall O'Brien, and six Filipino church 
workers were cleared of murder(3 Julgy ^ 








Prime Minister Lee Kuan Yew gejasi 
son, Lee Hsien Loong, was prómoted te 
brigadier-general (28 June). 
















A court sentenced a former militia scout - 
to 15 years in jail on charges of spy 
China, the Vietnam News Agency: report 
ed ii J ae 
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Three defeated opposition candidates will be ‘helped’ into parliament 


Custom-made criticism 


By Lincoin Kaye in Singapore 
AB ound and simulated fury of 
G imm in parliament" 
was all that could be expected 
from the political opposition, Prime 
Minister Lee Kuan Yew predicted 
after voters returned Anson consti- 
tuency candidate J. B. Jeyaretnam 
as the island republic’s first non- 
government MP in 15 years in a closely 

fought 1981 by-election. 

Now, three years later, Lee’s ruling 
People’s Action Party (PAP) has come 
up with a novel way of registering the 


sound and simulated fury in parlia- | 


ment. Under a proposed constitutional 
amendment unveiled at the end of 
June, there will be at least three oppo- 
sition MPs in the next parliament even 
if the government wins all 79 con- 


stituencies in elections, widely pre- | 


dicted for September. Under the pro- 
posed amendment, if the opposition 


carries fewer than three constituen- | 


cies, "non-constituency" parliamen- 


tary seats will be offered to defeated | 


opposition candidates (ranked by their 
vote tallies) until the minimum three- 
seat quota is filled. Later the quota 
may be raised to six. 

A clean sweep by the PAP has been 
the norm in general elections since 
Singapore achieved nationhood. For 
its first 16 years, Lee has said, the re- 
public was "blessed with no factious, 
querulous, carping opposition in parli- 
ament." But if the new amendment 
sounds like the cocky move of a gov- 
ernment that feels itself invulnerable, 
some observers feel it may betray a 
deeper insecurity. 

Opposition candidates have consist- 
ently polled more than the 15% of their 
constituencies required for eligibility 
under the proposed scheme. Non-PAP 
challengers carried off 25% of the 
overall vote in 1980 and 28% in 1976. 
And the addition of nearly 250,000 
younger voters to the rolls this year 
could be expected to improve the op- 
position's showing. Seasoned opposi- 
tion leaders such as Jeyaretnam and 
Chiam See Tong of the Singapore 
Democratic Party repeatedly came 
within 10 percentage points of carry- 
ing their constituencies before the 
Anson breakthrough. 

But after the new constitutional 
amendment was tabled, leaders of the 
major opposition parties were quick to 
reject what Chiam dismissed as “sec- 
ond-class seats." With major opposi- 
tion figures out of the running, the gov- 
ernment will have to fill the “non-con- 
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stituency" slots with relatively un- 
known candidates falling into two 
broad categories, according to Lee 
Siew Choh who heads the once-for- 
midable Barisan Sosialis — easily dis- 


credited fringe elements or obeisant | 


"so-called ‘independents’ who run 
with PAP connivance.” 

In the meantime, voters who might 
have backed an opposition candidate 
as the only way of protesting against 
the PAP's social-engineering initia- 
tives and governing style, could now be 
tempted to accept what amounts to a 
government-provided mouthpiece for 
their discontent. With suffrage com- 
pulsory and ballot papers numbered 
(and therefore traceable, at least in 
principle), many fear that their poll- 
ing-day choices could come back to 
haunt them. 


T: new scheme offers such voters 
some voice in parliament with 
minimal risk to the government 
- what PAP party secretary Goh Chok 
Tong terms "the best of both worlds. " 
Chiam prefers to see it as "an election 
gimmick" designed to pre-empt the 
opposition's staple protest vote. 


To further neutralise the "non-con- 


stituency" members, they will be un- 
able to vote on budgetary and financial 
bills, constitutional amendments and 
no-confidence motions. The denial of a 
constituency power base is expected to 
have relatively little effect on them, 
since even elected opposition members 
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Lee father and son: a soldier in politics ? 





— Jevaretnam is currently the only one 
— are stripped of the usual MP's advis- 
ory role on community organisations 
in their electoral wards. "When you 
consider the types of people likely to be 
included in this scheme and their lack 
of prerogatives," one academic com- 
mented, “you've got to admire it as a 
piece of social engineering, Singapore- 
style. That's the kind of opposition the 
PAP can live with." 

Not that the ruling party has always 
been persuaded of the necessity of liv- 
ing with any opposition at all. In the 
Anson aftermath, PAP notables such 
as Trade and Industry Minister Tony 
Tan denounced “irresponsible calls by 
irresponsible politicians for an irres- 
ponsible democracy.” There was even 
a trial balloon floated in 1982 about 
changing the PAP into a “National 
Movement” — effectively creating a 
one-party state but the idea was 
dropped. And First Deputy Prime 
Minister S. Rajaratnam once asserted: 
“The role of an opposition is to ensure 
bad government.” 

But by April this year, Rajaratnam 
had changed his tune, calling for a 
“sound, sane, rational opposition in 
parliament ... to engage in an intelli- 
gent debate ... to highlight policies... 
to expose shortcomings." Some PAP 
backbenchers grumbled that this 
sounded like a description of their own 
designated role. Indeed in its candi- 
date selection for the upcoming elec- 
tions, the PAP has been even more 
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careful than previously to field a more 
broadly based line-up. 

The 16 new faces revealed on the 
party ticket so far include a woman 
doctor and several young professionals 
who had been educated in the Chinese- 
language stream. Conspicuous by his 


absence was Pang Kim Hin, the 35- - 


year-old engineer whom Jeyaretnam 
beat in 1981. Just after the Anson de- 
bacle, which some observers read as a 
defeat for the uncharismatic cam- 
paigning style of "second generation" 
PAP technocrats, Goh declared: "Pang 
will appear in the next election — of 
that you can be sure." Unless Pang's 
name crops up in the last batch of new 
PAP candidates, the only conclusion 
that can be drawn is that there would 
seem to have been a reconsideration. 

Thetabloid Sunday Monitor forecast 
that this group will include a female 
trade unionist, a top civil servant and 
“a senior military officer [who] will 
have to give up his commission if he 
wants to go into politics." 


T: last reference is widely read as 
an allusion to the prime minis- 
ter's son, Lee Hsien Loong. If the 
prediction comes true, it could raise 
some hackles in the uniformed services 
because of the haste of Lee's return to 
civilian life following his promotion to 
brigadier-general, at the age of 32, on 
28 June. Having joined the armed 
forces only 13 years ago as one of the 
first batches of "soldier-scholars" to 
be sent overseas for higher education, 
the younger Lee's meteoric rise placed 
him third in command of the military 
as chief of staff of the general staff. His 
promotion means that he now out- 
ranks armed forces’ second-in-com- 
mand Col Mancharan Singh Gill — an 
anomaly which could require some ad- 
justment should he wind up remaining 
on active duty. 

Such a situation could arise if the 
vounger Lee — a political virgin — is 
kept out of the electoral fray this year 
to deny opposition leaders an attrac- 
tive target. In contrast to past elec- 
tions, when the opposition has tried to 
"keep the PAP hopping" in as many as 
half the constituencies, some opposi- 
tion figures are urging a concentration 
of opposition resources on a few 
strategic ones. 

The ruling party seems poised to 
mount a major assault to topple 
Jeyaretnam in Anson, if only to regain 
lost face. However, opposition party 
figures say they intend to go on fight- 
ing. "We might surprise them by hold- 
ing the line on Jeya while bringing in a 
few trophy scalps of our own," one op- 
position strategist suggested. "We're 
on the lookout for prestigious PAP 
contenders who might be vulnerable 
on the ground. Then they may keep 
their non-constituency seats." ü 
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Delicate links between Australia and Indonesia become 
increasingly acrimonious over the East Timor issue 


By Peter Hastings in Jakarta 


he second half of June is a time 

many Australian and Indonesian 
officials would very much like to 
forget. In Canberra, Australian 
Foreign Minister Bill Hayden wrestled 
with the recalcitrant Left of the ruling 
Labor Party over its anti-Indonesian 
stance on East Timor and complained 
of a lack of “accommodation” from In- 
donesia. In Jakarta, his opposite 
number, Mochtar Kusumaatmadja, 
said in an interview that his govern- 
ment was so irritated by Australia's 
East Timor policies, including the de- 
cision to give Fretilin representative 
Jose Ramos Horta a visa, that it had 





come to the conclusion that it might be 


beneficial to downgrade political rela- | 


tions. 

“I don't mean to say we should recall 
our ambassadors or anything like 
that," Mochtar told the REVIEW, "but 
perhaps we should have a rest in our 
relations for a few years — you know, 
not get in each other's hair; cool it.” 

In Canberra there was distinct irri- 
tation over the Indonesian decision to 
respond to the Australian. visit of 
Horta by postponing, then cancelling, 
a projected trip to East Timor by Aus- 
tralian Ambassador to Indonesia Raw- 
don Dalrymple, before somewhat re- 
luctantly reinstating the trip after rep- 
resentations from Hayden. 

Currently strained relations be- 
tween the two countries will become 
much worse if delegates to the Labor 
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Party's federal conference, scheduled 
to begin on 9 July, vote to endorse or 
strengthen the standing anti-Indone- 
sian resolution on East Timor, which 
has been on the party's books since 
1982. 

The resolution effectively demands 
that the Labor government reverse the 
decision of the previous Liberal gov- 
ernment recognising East Timor às 
part of Indonesia. It also demands that 
the government press for an interna- 
tionally acceptable act of self-determi- 
nation to enable the East Timorese to 
choose their own future, including in- 
dependence if they want it. Hayden 
said in an interview in late June that he 
thought there would be a "tight" vote 
on the issue, with a high chance that 
the controversial resolution would be 
confirmed in one form or another. 

Asked if he thought that the six- 
week visa granted to Horta by the Aus- 
tralian Government had been a major 
cause of Indonesian irritation, Hayden 
replied that Australia was a "free, 
open, liberal and democratic society 
and the government should not decide 
who visits Australia on the basis of 
what is politically uncomfortable to 
it." 


T: foreign minister then added that 
the cancelled Dalrymple visit to 
East Timor "has caused great concern 
in the Australian community, not just 
the Labor Party. Large numbers of 
Australians . . . have interpreted the 
action with considerable hostility. 
There are many reasons for the current 
feeling in Australia. There is great un- 
ease about the Irian Jaya and Papua 
New Guinea border, the death of [Irian 
Jayan academic] Arnold Ap and the 
action over Dalrymple. " 

Hayden said: “May I add that our In- 
donesian friends will do well to under- 
stand the depth of Australian senti- 
ment towards  Melanesians and 
Melanesian culture. For many in Aus- 
tralia one of the most exciting periods 
was that leading to Papua New 
Guinea's independence. We proved 
ourselves enlightened decolonisers. In- 
donesians must understand feelings 
like those stirred by events like Arnold 
Ap's death.” 

For all this irritation with Indone- 
sian actions, Hayden made it clear that 
he was also warning the Left of his 
party of the dangers in the course they 
were taking. “Our options, room for 
movement, essential to relations be- 
tween countries, may be destroyed if 
we have a rigid position imposed on us 
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o visit Jakarta any: time, s. Mochtàr 
rously repudiated Hayden's re- 
1arks about a lack of Indonesian ac- 
mmodation as “very misleading.” 
Irritation in Jakarta over the Aus- 
lian decision to give Horta a visa, 
abling him to attend the federal 
Labor conference, rapidly gave way to 
anger over Hayden’ s decision to meet 
Torta. All the same, the Hayden-Horta 
meeting was short and on an informal 
basis, and Hayden was at pains to spell 
out to Horta his belief that nothing 
will or can change the fact" that East 
Timor is part of Indonesia. He also told 
him that on the information available 
him, he could hold out no hope ay 
uccess for the “500 Fretilin troops” 

st Timor. 

There is little understanding in 
ta that if Hayden had not seen 
rta he would have been mercilessly 
acked.by leftwing members of the 
or Party and many on the Right, 


y Nayan Chanda in Washington 
ollowing a briefing on the compa- 
ative merits of the General 
ics F16A and Northrop's F20 
aircraft, given by the United 
s Air Force to senior Thai offi- 
Bangkok seems less certain 
| dts earlier desire to buy the 
As. The changed mood was indi- 
^ by. Thai supreme commander 
army commander-in-chief Gen. 
t Kamlang-ek — who had been 
strongest proponent of the F16A. 
ed about the Thai decision on the 
craft, Arthit mentioned unspecified 
w factors which had emerged during 
the briefing and said the Thai air force 
would have the final say in the matter. 
Arthit was in Washington on 24-27 
une for the wedding of his son, a 
graduate student at the US Infantry 
chool at:Fort Benning, Georgia. A 
gala wedding reception he hosted was 
attended by the chairman of the US 
Joint Chiefs of Staff, Gen. John Vessey, 
ad a host of senior US officials. Arthit 
> had a breakfast meeting with Gen. 
in Wickham, the US Army chief of 








Diplomatic observers noted that de- 
jite the private nature of his trip, Ar- 
hit managed to establish personal 
contact with civilian and military offi- 
ials who could be useful if he were to 
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play a political role in Thailand, Al 
















h-flying doubts 


angkok appears less insistent on bu 
lowing a top-level briefing by the U 





available. for Pur nase aS terms: 


However Mochtar appears impatient 
over these and other ar guments. “Con- 
sidering the fact that [Australia] 
knows Indonesia’s pof$ition on East 
Timor, I find it rather astonishing that 
as a friendly country Australia has 
seen fit to receive a rebel —— whatever 
the arguments for or against," he said. 
“I find it contradictory that on the 
one hand [Canberra] wants good rela- 
tions with us and that on the other [it] 
does something like this to us and that 
[it] expects us to take it. Not only this 
but other incidents hurt us. There was 
that [unfriendly] TV programme on 
Bali recently which was ridiculous. 
You Australians [then] like to dress up 
incidents like this by saying that ‘most 
of us don't agree' with what is said but 
in reality [Australians] don't care a 
hoot about what we feel about things. 
Australia has done many serious 
things to injure Indonesian feelings." 
Mochtar complained that. evidence 
of Australian indifference to Indone- 


uying F16 fighters 
Air Force 


to asmall group of journalists. Vessey's 
attendance at his son's reception and 
Arthit's encounter with the press were 


all filmed by a Thai crew. 
Whether it is a measure of his satis- 
faction with his exposure in 


Washington, Arthit apparently has re- 
versed an earlier decision to retire 
from public life. In an interview with 
the Bangkok Post in mid-June, he de- 
clared his intention to go into rural re- 
treat after his retirement from the 
army in about two years. “When I re- 
tire, I have no more duty to help any- 
one, so I will go home," he said. But 
now he says: "Actually, I have not 
thought about it. Politics also has 
something to do witn helping the coun- 
try. If there is a call or a need for me to 
help the country I will do it. 1f not it 
will be nice to retire and enjoy life." 
Answering a REVIEW question about 
possible F16 purchases by Thailand, 
Arthit said: "After the US had sent the 
briefing team to Thailand, we found 
that there were several factors. .. about 


these aircraft we have to take into con- 


sideration. So it is now up to the Royal 
Thai Air Force to consider this. The 
proposed aircraft are all very good, but 
they have one thing in common — a 
high price. So in all discussions, we 
must consider the question of money 
of 
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spoke of the “conveniently leaked so- 
called secret paper proclaiming us a 
threat [to Australia]” and Australian 


attitudes of "moral superiority." 


ochtar takes particular exception, 

however, to Hayden's statement 
that Indonesia has not been as accom- 
modating over the Labor government's 
problems with East Timor as it might 
have been. “I find the use of the word 
accommodating very strange," 
Mochtar said, "because the provoca- 
tions have come from the Australian 
side, every one of them.” Asked in what 
direction he thought the Indonesian 
Government had been accommodat- 
ing, the foreign minister replied: *We 
allowed the visit of a parliamentary 
mission. We asked that it not be called 
a commission of inquiry, which would 
create a precedent, but as Australia 
said the mission was necessary we ag- 
reed." 





He did not E on the factorg to 
be considered, but sources said US 
briefers had impressed on the Thais the - 
reduced life-cycle cost and greater 
number of sorties the F20 was capable 
of compared with the F16. Sources said 
that Arthit, who had originally pushed 
for purchasing th 3 F16 despite the cost, 
recently become concerned 
about the financial burden the aircraft 
would pose. In any case, his answer ap- 
pears to distance him from any deci- 
sion that may eventually be taken by 
Thailand and will thus insulate him 
from any consequences. 

While Arthit seemed to back away a 
little from advocating buying the ad- 
vanced F16, he still maintains that the 
1950s vintage M48 battle tanks sold to 
Thailand by the US were not adequate 
to meet Thai needs. During Thai Prime 
Minister Prem Tinsulanond's visit to 
Washington in April, the US an- 
nounced the sale of 40 reconditioned 
M48s at a low price. While saying that 
he was glad the US sold the tanks to 
Thailand, Arthit pointed out that they 
needed to be upgraded by installing 
computerised fire-control systems and 
stabilisers for accurate firing. He said 
that Thailand was already talking with 
some US firms about buyihg the addi- 
tional equipment; 









An" said. that Thailand a was Jook- 
ing fora sophisticated and highly 
mobile light tank which would be ideal 
for Thai terrain. (The M48 is a 
medium-weight tank, which is not 
particularly suitable «for Thailand's 
often rain-soaked: cue An US 











Australian prime Minier Go 
Whitlam] was enough but we agreed 
because [Canberra] felt a second trip 
was necessary ... We believe that solv- 
ing [Australia's] problems over East 
Timor is a matter of political will . 
Gough Whitlam was a credit to his 
country [in this context|." Mochtar 
said that Indonesia had never had any 
problems with the previous Liberal- 
Country Party government over East 
Timor. Labor's policies on East Timor, 
he said, were Australia’s problem — 
"don't dragus in." Mochtar said he had 
come to the conclusion that 
“psychologically [Canberra has] some 
problems with Indonesia, Perhaps you 
consider yourselves somehow superior 
you know .. . that you have the right to 
tell us this and that." 

In the event, Mochtar's calculated 
outburst drew a quick response from 
Australian Prime Minister Bob 
Hawke, who said that it would not be 
in the two countries’ interests to 
downgrade diplomatic relations — 
something the Indonesian foreign 
minister had not actually suggested. 
Hawke added that he was confident 





tries, but the problem of their high 
prices remained. 

One way of resolving the problem of 
financing, he said, would be to pay for 
military hardware with Thailand's ag- 
ricultural products, which face quota 
restrictions in many developed coun- 
tries. Arthit said that in addition to 
buying material for the army in ex- 
change for such products, he would 
like to see equipment for the Telephone 
Organisation of Thailand, of which he 
is chairman, bought in this manner. He 
said he “would like to consider ag- 
ricultural products in repayment as 
the key thing.” 

Asked about a REVIEW report (28 
June) that Thailand has been negotia- 
ting with China for the purchase of the 
reconnaissance version of China's F7 
aircraft in exchange for rice, Arthit 
said: "I have not discussed this. I went 
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ence. 

Even so, Hayden will face a real 
problem when he arrives here on 11 
July, accompanied by 15 Australian 
reporters, if the East Timor resolution 
is not resolved in a manner favourable 
to Indonesia’ 

Jakarta can live with a resolution 
that recognises East Timor as part of 
the republic but which criticises the 
manner of incorporation and the fail- 
ure to hold an internationally accept- 
able act of self-determination, though 
even this will lead to a cooling of rela- 
tions. But any resolution which fails to 
recognise incorporation or which re- 
quests the Australian Government to 
take formal steps to derecognise East 
Timor as part of Indonesia will ensure 
a decade of bitter feelings towards 
Australia. 

Meanwhile, though Dalrymple was 
eventually given permission to visit 
East Timor in early July, many ob- 
servers felt his report to Hayden on 
conditions there would come in too late 
to have much impact on the confer- 
ence. 





to China at the invitation of the 
Chinese armed forces. They showed me 
what they can produce for their armed 
forces — ships, submarines, aircraft... 
I did not discuss with them. . . the pur- 
chase of this equipment." He added 
that China is geographically close to 
Thailand and "also we are almost like 
relatives. In the future if China wants 
to help Thailand in any way, that is be- 
tween the governments of the two 
countries. " 

Talking about his visit to the Sino- 
Vietnamese border during his China 
trip, Arthit said he found that the 
Chinese armed forces were combat- 
ready and that troop morale was good. 
Arthit said he had asked to see Chinese 
troops in the field as Chinese army 
chief of staff Yang Dezhi had seen Thai 
troops operating near the Cambodian 
border during a visit to Thailand. This 
was the first official confirmation of 
Yang's trip to the Cambodian border 
early last year — which had been kept 
secret. During Arthit's trip to China, 
the Chinese took him to visit an area 4 
km inside the Chinese border where, 
the Chinese allege, Vietnamese artil- 
lery rounds had landed. 

Was Arthit's trip to the Chinese bor- 
der a response to Indonesian armed 
forces commander Gen. Benny Mur- 
dani's earlier visit to Vietnam's border 
with China? Arthit firmly denied any 
connection. He said that before his trip 
to China, he went to Indonesia and 
talked to Murdani about the situation 
on the Thai-Cambodia border. He also 
showed him videotapes of the situation 
along the border. As a result, Arthit 
said, "he now understands the situa- 
tion quite clearly. He is a good man. We 
got along quite well together. " o 





Familiar 
faces 


Marcos sticks with a 
trusted team in the hope 
of maintaining stability 





By Guy Sacerdoti in Manila 


etreating from public promises 
that cabinet ministers would be 

elected members of the Batasang Pam- 
bansa, or National Assembly, Philip- 
pine President Ferdinand Marcos an- 
nounced a cabinet on 30 June which re- 
mained virtually unchanged from the 
one which advised him before the 14 
May assembly elections. The reshuffle 
was significant more for what did not 
happen than for what did 

Only the three ministers who lost 
their seats during the assembly elec- 
tions were replaced, while the foreign- 
affairs portfolio, vacant since the re- 
tirement of Carlos Romulo in January, 
went to the lone government survivor 
of the Manila assembly seat race, the 
widely respected 75-year-old Arturo 
Tolentino, who foresees no change in 
the country's foreign policy 

Also, some important, and expected, 
ministerial mergers did not occur 
And, despite nine months of assur- 
ances that Marcos' wife Imelda, who 
did not run for an assembly seat, would 
relinquish her public posts, she was 
reappointed head of the powerful 
Ministry of Human Settlements 

The "new" cabinet is a disappoint- 
ment for a number of political groups. 
For those younger members of Marcos’ 
Kilusang Bagong Lipunan (KBL.) party 
who previously held government posi- 
tions, the appointment of 14 ministers 
— of a total of 27 — who did not run 
during the recent elections was an obs- 
tacle to their ambition to move up in 
the government hierarchy. And even 
for a number of ministers who won 
handily in their constituencies and had 
held their portfolios for up to a decade, 
hopes for new assignments in more 
powerful ministries were dashed by 
their re-appointments 

In addition, the opposition, which 
increased its representation in the as- 
sembly from 13 seats to more than 60, 
of a total of 183 elected, saw the 
cabinet reshuffle as proof that Marcos 
has no desire to accommodate what the 
opposition views as an undeniable 
shift in public mood against Marcos 
since the assassination in August 1983 
of former senator and opposition 
leader Benigno Aquino 

According to senior cabinet minis- 
ters and KBL leaders, this is precisely 
the message Marcos wanted to get 
across. Despite the huge opposition 
gains in the election and the current 
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| debilitating economic crisis, Marcos. 
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wanted to show convincingly that he 
feels the current government's man- 
date remains secure and that stability 
rather than change is of primary im- 
portance. 

As Deputy Prime Minister Jose Rono 
told the REVIEW, Marcos wants tomake 
it clear that the 2-1 majority the KBL 
won in the assembly elections over- 
shadows the opposition's gains and re- 
presents public support for govern- 
ment policy. Marcos also did not want 
to appear to be buckling under in- 
creased pressure from the newly in- 
vigorated legal opposition, nor to be 
seen as being forced by the election re- 
sults to revamp his government. 

Prior to the elections, Marcos had 
said on a number of occasions that 
under the Philippines' modified par- 
liamentary system (which Marcos has 
gradually instituted since his declara- 
tion of martial law in September 1972 
and since martial law was lifted in 
January 1981) a new government must 
be installed after the term of the old as- 
sembly expired on 30 June. 

Cabinet ministers, he had said, must 
come from among elected as- 
semblymen, except for a few 
who could be drawn from 
among the 17 presidential ap- 
pointees to the assembly. Since 
14 of those appointed represent 
sectoral groups such as youth, 
the poor and minority ethnic 
groups — all unlikely candi- 
dates for cabinet posts — only 
three assembly appointees re- 
main possible ministerial candi- 
dates, and these are normally 
economic technocrats ap- 
pointed to ministries such as 
trade and industry, and budget. 


B: of the 18 ministers with 
administrative responsibili- 
ties — there are also nine sup- 
port posts with ministerial titles 
— eight of those named were not 
elected, barely fulfilling the 
constitutional requirement that a 
majority of the administrative cabinet 
positions be held by assemblymen. 
And despite Marcos' pronouncements 
that ministers should have grassroots 
support, past personal loyalty to Mar- 
cos appears to have played a signifi- 
cant role in at least some appoint- 
ments. 

The Justice Ministry, for example, 
was left open because former justice 
minister Ricardo Puno lost in the 
Quezon City poll. The new justice 
minister is Estilito Mendoza, a long- 
time Marcos supporter who remains 
solicitor-general, governor of Pam- 
panga province and was the provincial 
KBL chairman during the May elec- 
tions. This occurred despite opposition 
victories in four of the five Pampanga 
seats in the assembly and Mendoza's 
letter of resignation as governor fol- 
lowing the electoral debacle. 

Jaime Laya, who was replaced as 


16 







nor in January after disclosures that 
the bank had overstated its interna- 
tional reserves by US$600 million. 
stays on as education minister, though 
he did not run in the elections. Health 
Minister Jesus Azurin, Trade and In- 
dustry Minister Roberto Ongpin, 
Transportation Minister Jose Dans 
and Social Services Minister Sylvia 
Montes all retain their portfolios as 
unelected officials, as does Energy 
Minister Geronimo Velasco. 

Velasco said shortly before the elec- 
tions that he wanted to leave the 
cabinet to enter private business. But 
in Philippine politics, officials have 
traditionally found it difficult to either 
resign or refuse re-appointments. As 
Rono put it: "It's very difficult to say 
no to the president.” 

The most apparent reversal of pub- 
licly stated policy was the re-appoint- 
ment of Mrs Marcos as minister of 
human settlements. As far back as 
September 1983, when the political in- 
stability which followed the Aquino 
assassination was at its peak, Mrs Mar- 
cos told the foreign press corps that she 





would not run for the assembly and 
would give up her ministerial portfo- 
lio. And as late as 2 June, Marcos him- 
self said he could not foresee her ap- 
pointment to the assembly. Coupled 
with his statements that all but three 
cabinet members would be elected, it 
was assumed she would not be re-ap- 
pointed. 

Renewed talk of her political ambi- 
tions, particularly in the context of 
who will eventually replace Marcos, is 
likely. And just how long Mrs Marcos 
will remain in her current low-profile 
posture, following re-affirmation of 
her cabinet post, remains to be seen. In 
any case her ministry, called by some 
senior cabinet colleagues “a govern- 
ment within the government,” is likely 
to remain one of those tagged for 
merger or even dissolution. 

As the country’s economic crisis has 
worsened, several portfolios have been 
cited as redundant or overlapping. 
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"599-1. 
And v the resci of the 
US$25.6 billion foreign debt — and an 
infusion of needed new foreign ex- 
change — already delayed eight 
months, pressure is mounting among 
foreign creditors, the International 
Monetary Fund and the World Bank 
to streamline the administrative sys- 
tem. 








H^: that Marcos had accepted tW 
necessity of cutting back the govern- 
ment were frequently dropped during 
the run-up to his cabinet announce- 
ment. Mrs Marcos' deputy minister, 
Conrado Benitez, suggested that at 
least some of the Human Settlements 
Ministry's agencies would be transfer- 
red to government bureaux or other 
ministries. Others close to Mrs Marcos 
said the ministry would be disbanded 
altogether, with its small-scale liveli- 
hood programmes transferred to vari- 
ous government agencies. 

Still others said the ministry would 
eventually be merged with the Minis- 
try of Local Government, which re- 
mains under the tutelage of Rono. Mrs 
Marcos herself has said she would 


leave the government and 
concentrate on helping the 
poor via the private sec- 
tor. 


Other ministries were also 
mentioned as candidates for 
merging, the most important of 
which is the Ministry.of Agricul- 
ture. The ministry had been 
so emasculated as government 
agencies took over responsibi- 
lity for the coconut, sugar and 
rice industries during the mid- 
1970s that former agriculture 
minister Arturo Tanco joked 
that heran the "Ministry of Gar- 


dening.” 
But with the economic crisis 
deepening, Marcos acknow- 


ledges that more efficient ag- 
ricultural and agro-industrial 
production is crucial to econo- 
mic recovery and a re-organisa- 
tion of the sector is mandatory. Also, a 
US$300 million World Bank struc- 
tural-adjustment loan may hinge on a 
gradual dismantling of the sugar and 
coconut monopolies (controlled by so- 
called Marcos business cronies), and 
the re-absorption of the National Food 
Authority, a support ministry cur- 
rently headed by Jesus Tanchanco — a 
close aide to Mrs Marcos. 

With IMF negotiations over a new 
economic programme imminent, and 
foreign-debt rescheduling talks soon 
to follow, Marcos wanted to give a 
clear indication to foreign banks and 
institutions that he was holding on to 
his economic technocrats. Led by 
Prime Minister and Finance Minister 
Cesar Virata, the economic team in- 
cludes Ongpin and Budget Minister 
Manuel Alba; it was important to keep 
all three in place. The first official 
piece of legislation the new assembly 
must pass is the 1985 budget. o 
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To the desk that did nothing but sit there day in, day out: 
Say ‘goodbye’. 

And say hello to a desk, equipped with an IBM terminal or 
computer, like the IBM Personal C omputer XT. Suddenly a 
non-productive piece of furniture becomes a very smart piece of 
business; The Smart Desk from IBM. 

The IBM Smart Desk can give you all sorts of timely 
information, any time you need it. 

It can produce graphs and spreadsheets. Help you compile 
reports. Keep your diary, even send and receive electronic messages. 





Hello. 
Smart Desk. 
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Our desktop computers are designed to connect you directly 
with your company's central data files and office systems. Or with 
the Smart Desks of managers, secretaries and other professionals 
around the office. 

IBM Smart Desk products are easy to use, so you'll start 
reaping the benefits almost as soon as you sit down. 

So call IBM and say hello to an IBM Smart == 
Desk, today. After all, no one likes long goodbyes. 2===F= 


The IBM Smart Desk. 
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They return for the warmth of its 
welcome, which remains through 
out their stay. For business facilities 
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Health Club and some of Kuala 
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ed Chinese strongman Deng Xiao- 
ping's denial that any real anxiety 


about the future existed in Hong- | 
kong. This was the earliest version of ^ 
what Deng had said to three unoffi- - 


cial (non-civil servant) members of 
Hongkong's executive and legislative 
councils. There followed a squabble 
about what he bad actually said, with 
both: Peking's Xinhua newsagency 
and the Hongkong mission publish- 
ing their versions of what transpired. 

. According to Peking, he had said: 
"Our worry is no less than yours. I 
have no doubt there will be uncer- 
tainty. The problem is the degree of 
„uncertainty. I hope there will be no 


great uncertainty. Slight uncertain- 


ties, however, are bound to happen." 
According to the visitors, he had said: 
"I do not doubt that there will be un- 
rest in Hongkong during the 13 years. 
The question is whether the unrest is 
major or minor. We do not want to see 
any major unrest. I believe there will 
definitely be minor unrest." 
e THIS semantic storm in a teacup 
served to divert attention from the 
rudeness with which Deng received 
his visitors. He repeatedly remarked 
that the Hongkong trio represented 
no one but themselves, a discourtesy 
which should have been answered by 
a gentle inquiry as to whether Deng 
felt that theappointed delegates from 
Hongkong to China's National Peo- 
ple's Congress and the appointed 
. Hongkong members of the CPPCC 
(Chinese People's Political and Con- 
sultative Conference) were any more 
representative. The squabble also di- 
verted attention from Deng's insist- 
ence that Hongkong people will have 
no say in their future, which is a mat- 
ter for China and Britain to settle. 
"There is no three-legged stool, only a 
two-legged one," he said, neglecting 
to add that two-legged stools inevita- 
bly topple. 

Deng also expressed anger with the 
fears his visitors voiced about 
possible future changes in China's 
state policies ("That is not the proper 
attitude to take... . If there is no trust 
there is little we can say”). It is true 
that China has an excellent record of 
adherence to its- international 
treaties, a point repeatedly made by 
the REVIEW in the past and one stress- 
ed in an excellent leader in The Times 
of London on 29 June. But as Deng 
"himself has good cause to remember 
` (as indeed has his own son, who was 
-; crippled when he was thrown outofa 
ourth-floor window by the Red 






_@ IN this column last week I report- | 
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B Guards), China's record. of keeping. | 


; ntry attest. The 
recent REVIEW report [28 June] on the 
state of play in China's offshore-oil 
programme records the waning en- 
thusiasm d¥ foreign oil companies, 


‘caused not by the large number of dry 


holes so far drilled but by examples of 
Peking using insufficiently detailed 
contracts to make extra demands on 
their foreign partners and by Pe- 
king's expensive reinterpretations of 
the Chinese tax laws. > 

® ANOTHER personage who ques- 
tioned the representativeness of the 
delegation of unofficials was the Bri- 
tish Conservative MP, Robert Adley 
(one of those naive enough to argue 
that Hongkong should shut up and 
voice none of its worries about the fu- 
ture until an agreement is an- 
nounced, by which time it will, of 
course, be too late). Adley, who was 
described in a recent issue of Punch 
magazine as a “celebrated eccentric,” 
has put on the market his Regency 
house in Hampshire which comprises 
four reception rooms, seven bed- 
rooms, a two-acre garden and 
breathtaking views over open coun- 
try to the Isle of Wight. He is asking 
£200,000 (US$271, 370). 

Punch also describes Adley as an 
expert on the Far East, presumably 
on the grounds that he worked for a 
public relations firm in Southeast 
Asia and has recently published an 


unremarkable little book which con- 


tains his remarkable views on Hong- 
kong. But this is not why he is de- 
scribed as an eccentric: Adley is a 
railway buff and the two-acre garden 
is littered with mementos of the 
steam age, including level-crossing 


gates and a full-sized railway signal. 


These items, however, are not for 
sale. I wonder whether Adley will re- 
ceive any inquiries from the large 
number of Hongkong people who 
have pushed up property values in 
London and elsewhere by busily buy- | 
ing boltholes. 

@ STILL on the British landed gen- 
try, Iwas glad to see a very prominent 
British Roman Catholic, the Duke of 
Norfolk, denounce his church's 
teachings on birth control. At a con- 
ference held a couple of months ago, 
the duke said that it was quite extra- 
ordinary that family planning was 
permissible for Catholics “by the 
Brook system, by the thermometer 
and by studying your wife's periods, 


but you are not allowed to do it by | 
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| off with someone else... Has eve 
body got to have eight children | 

my mother? Why have we got to b 
Christian Scientists over sex?” 

; This blunt good sense, reported bi 

| The Guardian newspaper (wh 

| aptly described the duke as Britair 
“leading lay Catholic’), was not we 
comed. The Bishop of Shrewsbury 
apparently said later that he would. 
| not have attended the conference i 

| he had known what His Grace was 
| going to say. : 
E THE duke's mention of merchant: 
| navy personnel echoes an amus 

| ing juxtaposition, photographed in 
| Davao City in the Philippines by 
| Robert Richter: 

| | 

| 
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mre afiers: the bna Solution i which 
question of birth control: 











e ANOTHER headline, spotted | b 
Peter Beal in Daily Life p published i 
Chittagong, Bangladesh, proves ori 
again that there's many a good tur 
played on an old fiddle: 
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| € HEADLINE writers in India often: | 
| shorten the city of Ahmedabad too 
| A'bad. It does save space, but occa. 
| sionally, as in this Indian Express 
| headline, spotted by Rajeshwari” 
Singh, recording the election of Jet- 
halal Parmar as mayor, the shorten- 
ing can leave 1 an unfortunate impres- 
sion: 
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Although born of success, the political crisis poses major problems 


The devil's alternative 


By Richard Nations in New Delhi 


ndians admire the smack of firm 
i government and every time Indira 
Gandhi's fortunes have slipped dur- 
ing her 12 years as the country's prime 


minister, she has managed to recover 


with a swift and unexpected act of 
power. In 1969 she split the ruling Con- 
gress party, driving her complacent ri- 
vals into the wilderness. In 1971 she 
despatched the army to liberate 
Bangladesh. And in 1975 she stunned 
everyone by suspending democracy 
and declaring an Emergency. 

By sending the army into the Golden 
Temple in Amritsar — the Sikh reli- 
gion's most sacred shrine — Mrs Gan- 
dhi once again is gambling with power. 
The rich and strategically vital state of 
Punjab is now under indefinite army 
occupation. The political middle 
ground for a negotiated settlement has 
been destroyed, while the extremist 
Sant Jarnail Singh Bhindranwale and 
the cause of Khalistan — a separate 
homeland for Sikhs — have been 
sanctified in blood. Not the least prob- 
lematic, the Punjab crisis has struck 
the entire Indian elite as a self-in- 
flicted wound to the very ideal of India 
as one nation. 

But national elections for the Lok 
Sabha, the lower house of the Indian 
Parliament, are expected before 
January. And politicians here sense a 
sea-change sweeping northern India 
which could transform the face of In- 
dian politics. It is called the Hindu 
backlash, and no Indian politician, 
least of all Mrs Gandhi, can afford to 
be caught on the wrong side of it. 

The backlash is concentrated in the 
five Hindi-speaking states of the 
Gangetic Plain — Bihar, Uttar 
Pradesh, Madhya Pradesh, Rajasthan 
and Haryana — which control 220 of 
the 542 seats of the Lok Sabha and 
have provided the power base for every 
Indian prime minister except Morar}! 
Desai, the Gujarati leader of theunsta- 
ble Janata inter-regnum of 1977-79. 

Mrs Gandhi too relies heavily on the 
Hindi belt. But the Congress party's 
traditional vote bank in the north 
draws heavily on the minorities at- 
tracted by the ruling party's secular 
and populist politics, which at the 
grassroots means protection against 
the dominance of local caste Hindus. In 
1980 the Muslim vote accounted for 
11% of the 200 million nationwide 
electorate, and the Harijans (untouch- 
ables) nearly 25%. This minority coali- 
tion, together with a substantial re- 


gional caste-based vote from the south, 
swept Mrs Gandhi's Congress-I — the I 
stands for Indira party back to 
power in 1980 with a two-thirds 
majority in the lower house 

But the Congress-I coalition appears 
to be fast unravelling. A powerful re- 
surgence of regionalism in the non 
Hindi-speaking states of the north, east 
and south has thrown Mrs Gandhi's 
ruling party hard on the defensive. It 
has lost 10 state-assembly elections 
since 1980. The defeats in January 
1983 in the pivotal southern states of 
Andhra Pradesh — a Congress strong- 
hold even during the Janata period 
and Karnataka, which went over mas- 
sively to the opposition Janata Party, 
have shattered Mrs Gandhi's electoral 
strategy of relying on significant sup- 
port in the south. 

No less disturbing are signs that 
Muslim voters are deserting her party, 
particularly after the communal riots 
in Bhiwandi and Bombay. "She did not 
protect the Muslims," said S. A. 


Bukhari, the imam of Jama Masjid in | 


Delhi. “She is responsible for the at- 
tacks.” 

Equally worrisome were unexpected 
electoral setbacks in 24 state-assembly 
by-elections early in June, when frag- 
mentation of the Muslim vote caused 
the Congress to lose six of the nine 
seats it held in the Hindi belt. 

These electoral realities pose a 
devil's alternative for Mrs Gandhi. If 
she simply does nothing between now 
and the elections, most observers 


agree, the Congress-l is likely to return 





to power, if only because the opposi- 
tion is so hopelessly fragmented. The 
Janata period demonstrated that no 
party can rule without a national base, 
and the national opposition parties are 
national in name only. Nor is there a 
single personality to serve as the moral 
force of opposition unity as did Jaya- 
prakash Narayan during the Janata 
period. 

But unless Mrs Gandhi does some- 
thing big to offset the adverse tides of 
regionalism, the Congress-I is unlikely 
to return with its current two-thirds 
majority in both houses,'a majority 
which gives Mrs Gandhi the unique 
opportunity to amend the constitution 
and introduce a presidential system of 
government. Her own party members 
say this would provide a vehicle for the 
transition to power of her son Rajiv, 
while allowing a direct national re- 
ferendum which would enable her to 
dispense with what is left of the party 
system altogether and appeal directly 
to the voters. 


simply another constitutional at- 

tempt to re-introduce the 
emergency powers she lost after the 
1977 elections. And a concrete move 
towards a presidential system before 
the parliamentary elections is the one 
thing which could unite the opposition 
— and the country — against her. 

The past three national elections 
have been decided by huge and unex- 
pected swings generated from the 
Hindi belt. “Mrs Gandhi has no choice 


B: the opposition views all this as 
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but to ride the Hindu wave, and ride it 
big," said Janata Party general secret- 
ary Syed Shahabruddin. *Her star is 
on the ascendant after Amritsar; she 
has the country exactly where she 
wants it." However, that euphoria is 
expected to be short-lived. “In three 
months the tides could turn against 
her, if Punjab blows up again, the army 
cracks or communal violence spreads 
and Hindus as well as Muslims begin to 
desert the Congress." 

At the roots of the Hindu backlash is 
the trickle-down effect of two decades 
of development, which is beginning to 
benefit the despised and dispossessed 
traditionally outside the pale of Hindu 
society. "This is a crisis born of suc- 
cess, not stagnation,” commented 
Bashiruddin Ahmed, director of the 
New Delhi-based Centre for the Study 
of Developing Societies. "The new 
prosperity of an expanding market has 
emboldened the previously silent and 
powerless at the bottom of the ladder 
to agitate for status and representa- 
tion.” 

The first sign that the caste Hindus 
were on the move was the Ekatmata 
Yagna in November 1983, when three 
huge columns numbering hundreds of 
thousands converged on Maharashtra 
bearing holy water from the sacred riv- 
ers of northern India. It was a move by 
Hindu chauvinist organisations to 
capitalise on the growing disquiet. 

Mrs Gandhi encouraged the Yagna 
from behind the curtains but kept her 
distance publicly. This is due not only 
to the secular heritage of the Congress 
party, nor to the personal strictures of 
her father Jawaharlal Nehru's milit- 
ant agnosticism. Mrs Gandhi has let it 
be known that she is a devout Brahmin 
in her private life, and she has allowed 
Hindu ceremonies, such as breaking 
coconuts to inaugurate public build- 
ings — the very “superstition” that 
Nehru denounced for corrupting the 
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Indian spirit — to seep back into offi- 
cial life at all levels. 


she has visited almost every one of 

the several score prominent Hindu 
temples throughout the country. She is 
giving the notion of secularism a new 
content. “For the first time since the 
freedom movement, a top Indian politi- 
cian has started to talk about the ‘rights 
of the majority’ [code words to appeal 
to caste Hindus]," said Inder Gujral, a 
Janata Party leader who left Mrs 
Gandhi's cabinet during the Emer- 
gency. "And it paid off handsomely in 
the Jammu state elections" — a refer- 
ence to the Hindu-majority area of 
Jammu and Kashmir state where the 


S her return to power in 1980 
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backlash was al- 
ready rolling last 
year in reaction to 
the turmoil in Mus- 
lim-dominated 
Kashmir. and in 
Punjab 

Nobody underes- 
timates the powet 
of religious svmbols 
in India. Mahatma 
Gandhi  mobilised 
the inert Indian 
masses against the 
mighty prestige of 
the British Empire 
with little more 
than the Hindu 
symbols of holiness 
wedded to a political 
purpose. But the in- 
ternal divisions of 
caste society make 
religious symbols in 
India inherently am- 
biguous, and Mrs 
Gandhi knows their 
political limitations 

"Hindu unity is 
simply a contradic- 
tion in terms," said Indian historian 
Giri Deshingkar. "Mrs Gandhi cannot 
compete with the Hindu chauvinist 
parties of the Right — principally the 
Bharatiya Janata Party [BJP] on 
their home ground in defence of 
Dharma [Hindu culture] in the north to 
make up for the loss of Muslim, and 
perhaps other, minority votes.’ 

To ride the Hindu wave, Mrs Gandhi 
must get above it as an Indian Joan of 
Arc who alone can preserve Indian 
unity. For more than a year, Mrs Gan- 
dhi has been warning the nation that 
its fragile unity is prey to domestic 
"anti-national forces” backed By 
"foreign powers" jealous of India's 
achievements. "Over the past 18 
months the deterioration. of New 
Delhi's relations with every one of its 
South Asian neighbours follows a 
similar pattern," a foreign diplomat 
commented 

"There is a link between some re- 
gional agitation and one of India's 
small neighbours the riots against 
the Hindu Tamils in Sri Lanka, the 
anti-foreign agitation in Assam and il- 
legal immigration from Bangladesh. 
and now the Khalistan movement and 
Pakistan. These are only settled when 
Mrs Gandhi herself steps in." The deci- 
sion to build a fence around Bangladesh 
— viewed as nonsense even by Indian 
officials on the ground is meaning- 
ful as political symbolism 

"Only Mrs Gandhi has the ‘will to 
contain this over-populated Muslim 
corner of the Subcontinent which fs 
seen as spilling over to swamp Hindu 
society," the diplomat said 

Turmoil around the periphery of the 
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r the morbid bar of intrusion and 
sintegration in. Hindu society — 
agas, Mizos, Assamese, the Sikhs, 





“hina are all [said to be] working to 
dismember Indian society," com- 
ented Bashiruddin Ahmed. 

Bhindranwale fit the script per- 
ctly. His terrorist attacks were 
calised in Punjab and directed 
ainly against other. Sikhs of the 
schismatic Nirankari sect of Sikhism. 
jut he was the Che Guevara of Sikh 
fundamentalism who knew how. to 
project the image of righteous power 
from a narrow base. His call for 
h listan — always more a slogan 
ian a programme — aggravated the 
sis of encirclement and siege 
ng north Indian Hindus. 

































indranwale, backed by Pakistan 
] the CIA, posed a grave threat to 
I security and was only allowed 
get out of hand because of a “mas- 
elligence failure," corruption in 
Punjab police, infiltration of the 
r security forces by Khalistan 
pathisers and a. total collapse of 
state administration. Her par ty 











itorous" opposition leaders who 
stion why she waited so long to act 
d why the administration failed 
e Punjab has been under presiden- 
rule since last October, and a Con- 
administration before that. 











the government is busy on; a 









Xt stand on its own. “Nobody be- 
es. that. Pakistan 
tan movement," 






























omething so provocative. 








itor commented. 





episode since ‘partition, worse than 


whose side you were on.’ 


h imposed . alien xci and | | i 


Pakistan and the United States and | 


Gandhi's supporters claim that | 


ers denounce “unpatriotic” and — 


te paper — only the fourth 
ice independence — however, is 
ct admission that the case 


is. behind the 
$ said Kuldip 
Tayar, India's most widely syndicated 
nalist. “They would be i insane to do 
" For the 
noment, howe ver, the national press is 
ving good play to the government 
. "This is out of sympathy for the 
my, the last holy cow we have," one 


The Amritsar action provoked an 
inprecedented crisis of conscience 
mong the Indian elite. “How could we 
o this to our own people?" asked the 
itor of a prominent English-lan- 
daily. "This is the most trauma- 


"Wars. with Pakistan or China — 
er when we lost. Then at least you 


Sikhs hold a special place i in the i 
ia family, offering promise to all. 
oritie that As e in the In- 
ia | le and rewarding. | 
s e the Green 


Zail Singh — the peysonification 
of Indian unity — and Sant Jarnail 
Singh Bhindranwale, the terrorist 
charged with threatening that unity, 
contains all the elements which have 
'given regionalism a new shot of politi- 
cal adrenalin under Prime Minister In- 
dira Gandhi's rule. | 

When Zail Singh was appointed as 
the Congress chief minister in Punjab 
in 1971, he went to Chandigarh, the 
state capital, with two political hand- 
icaps. As a Ramgarhi from the artisan 
class of Sikhs, he was socially unac- 
ceptable to the dominant Jat caste 
which provided the backbone of the 
Sikh Akali Dal party. Moreover, he 
was viewed as an outsider imposed 


command i in New pest | 


| Revolution ES in à Punjab, Sikh regi- 
ments retain the highest prestige in the 
army, and the senior Sikh bureaucrat, 
df humourless and terse, nonetheless 
inspires a special trust. Most signific- 
antly, the Sikhs intermarry with 
Hindus. 

There is a sense that- — far from sav- 
ing India — the attack on the Golden 
Temple destroyed something intangi- 
ble but sacrosanct in the ideal of India 


- Sikhs they'll do it to anybody,” 
prominent Muslim. 

Indian intellectuals have never for- 
given Mrs Gandhi for the contempt for 
them she expressed so openly during 
the Emergency. Nor has she extended 
them "the healing touch" since. But 
the constant carping on Mrs Gandhi's 
authoritarian style and ruthless 
methods betrays a deeper anxiety that 
she is really powerless, that she has de- 
stroyed the delicate federal balance of 
the Indian system and has no instru- 
ments to control the forces unleashed, 

"She has de-institutionalised Indian 
politics, she stands at the centre and 
says ‘Iam the system, I am the party, I 
am the institutions'," said Nayar, who 
was jailed during the Emergency. But 
then in a crisis Mrs Gandhi seems 
strangely immobilised as the civil ad- 
ministration collapses until finally she 
calls in the army. The army is currently 
deployed to contain communal vio- 
lence in Bombay, suppress mass riots 
in Assam, organise flood relief in West 
Bengal and now has been thrown into 
the chasm of Punjab politics. 

Rajiv, who was in charge of organis- 


said a 














reluctant mother that only the army 
could do the job efficiently. This is an 
‘embarrassment for the leader of a 


(Susie alliance between President 


upon the state. by the Congress high. 


| ‘ing the 1982 Asiad Games, advised his 


To diaga ae, Zail Singh pation’ 


ised the resurgent sense of Sikh iden- 
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| democracy, where the notion of civilian | 1 


spread spontaneou 


E. 


tity and used state development funds 


to restore ruined gurdwaras, link the 
.gurdwaras with roads and finance pro- 


cessions, which he led, of relics from 
the Anglo-Sikh wars borrowed from 
the British Museum. He contrived a 
geneaology of the Sikh warlord of the 
17th century, Guru Gobind Singh, in 
effect giving an open historical be- 
nediction to "worship objects" at the 
village level. | 
Zail Singh's religious populism 
failed to sway the Jats (it appealed 
largely to low-caste Hindu converts to 
Sikhism who looked to the Congress 
anyway). Nor did it shake the moder- 
ate Akali Dal leader Sant Harchand 
Longowal, whose authority derived di- 
rectly from the ‘orthodox: establish- 





t but itis. iif " 
n which Mrs 


supremacy is sacrosan 
cative of the vacuum 
Gandhi operates. Sow 
The Sikh. army. inies which 
ly after the Amrit- 
sar action are still Feverberating 
throughout the ranks. The chief of 
army staff, Gen. A. S. Vaidya, went on 
national TV and radio on 1 July to 
broadcast an appeal to the troops "not 
to believe rumours being spread to 
undermine thé 'onfid nce in your 
leaders and comrades-in-arms,” an 
unusual move and one implying some 
uncertainty in the normal chain. of 
command to enforce c iscipline. — . 
Unlike riot contre T: disaster re- . 
lief, the army's mission in Punjab is. 
politically ambiguous and hence con- 
troversial. For the first time, the : 
gional commander has been ap: : 
adviser for home affairs to a state gc 3v- 
ernor, responsible for what in effect 
amounts to martial law in Punjab. Also 
for the first time, the army is. consider- 
ing offering the families of men killed 
in action additional compensation on 
top of the meagre service benefits, a 
tacit admission that. the fighting in 
Amritsar was. beyond the normal call 
of duty. "This amounts to reducing the 
Indian Army to a mercenary force," 
said Jaswant Singh, a former army of- 
ficer now in the BJP. | 
Amritsar may precipitate inthe 
army the sort of insidious: politicisa- 
tion which has destroyed:the: elan and 
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credential 
Bhindranwale, x 
Taxal — a venerated religious office — 
fitted the bill. 

Zail Singh and.Bhindranwale struck 
up an alliance during the Janata Party 
period of government when Congress 
was out of: power in both New Delhi 
and Punjab, and Bhindranwale was 
merely an upstart. sant disdained 
by the Sikh. religious establishment. 
Both had a common interest in de- 
stroying Longowal' S base in the SGPC 
as well as the Akalis’ grip over the Jat 
peasantry... Moreover, during the 
Janata period, he Akalis ruled Pun- 
















Sangh (today's 
rty), which repre- 


Hindu slogans KS 
jaar” (Drive out 






tic religions and an in- 
ble social order. There 
» the all-embracing Congress 
wW ich accommodated quarrel- 
and mutually jealous politicians 
m all corners of the Subcontinent 
thro igh a working party democracy. 
It was only within this “steel frame" 

that the strong powers given to the 
centre — New Delhi controls principal 
‘revenues and can take over any state 
administration at will were de- 
signed 
-of public service and the rule of law 






mew. 





| credible orthodox 
ited. ambition. "xd 
14th. Damdami 


to function. Nor were the ideals | 


















empty abstractions inherited from the | 


British. One of the Congress party’s 
legendary agitations was a petition, 
initiated by Mrs Gandhi's grandfather, | 
Motilal Nehru, at the Allahabad High | 
Court in 1930, urging the Indian police 
to disobey illegal orders. The justices 
of the British Raj could find no fault 
with such a plea, and a tradition of 
impartiality among the Indian police 
and courts was then sanctioned by the 
political victory of the home rule 
movement, 


he “mystery and mystique” of the 
all-Indian services was carefully 
^ cultivated by Nehru and others to 
insulate them from politics and rein- 
force the prestige which alone can im- 
pose order on a disorderly but essen- 
tially hierarchical society. The 
amorphous Congress would absorb 
local conflicts before they escalated. 
The federal system faced its first crisis 
in the language movements of the 
1950s when one non-Hindi language | 
group after another campaigned | 
against the powers of the centre, which 
they saw as instruments 'of north In- 
dian domination. Nehru saw the cam- 
paigns as a challenge to India's fragile 
integrity. But Sven he com- | 
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a climate in which the negotiable 














l The C nipress high « comr and was no 
doubt confident tl hind 
could be dispensed with when the time 
came, and nobody foresaw that he 
might turn he tables on Mrs Gandhi. 
But Zail Singh, by reviving the myth of 
a golden age of Sikhism, contributed to 








agenda of Punjabi démands were 
transformed into a religious struggle 
for the.Sikh identity. And by choosing 
to undermine the Akalis, rather than 
share power with them, Mrs Gandhi 
effectively destroyed the political mid- 
dle ground where accommodation was 
possible. ~~ RICHARD NATIONS 









promised Lea "n ind India's in- 
ternal boundaries were redrawn in 
1956 creating four new states. | 
The regionalism of the 1950s was ab- 
sorbed within the Congress party it- 
elf, but it threw up a new generation 
of Indian leaders with st rong regional 


bases —— Desai from Gujarat, Pratap 
Singh Kar on from Punjab and Sanjiva 
Reddy from Andhra Pradesh, among 
others — who were to compete with 
Mrs Gandhi for leadership in the post- 
Nehru period. They lost, and so did the 
Congress as an institution. In 1969 Mrs 
Gandhi split the Congress for the first 
time, purged the regional barons under 
the cover of populist slogans and bank 

nationalisation, and ended the tradi- 
tion of party democracy. 

There have been two more splits 
since then but no party elections since 
1970. All Congress officials at national 
and state levels are Mrs Gandhi's ap- 
pointces. Very few have any stature in 
their own right, and none has an inde- 


pendent power base. The party has no 


meaningful grassroots organisation 
and comes to life only shoftly before 
elections to distribute partyitickets: 
"Mrs Gandhi's political. baptism 
gave her an almost paranciac fear of 
















which to negotiate with New ` 
Rather they see Mrs Gandhi ab 
the powers of the centre to impose 
significant Congress politicians 
order to divide and rule their st 

The Emergency broke the spir 
the judiciary, which Mrs Gandhi vië 
ed as an outpost of the opposition ex 
before the June 1975 ruling by the: 
lahabad High Court debarri ing h 
from elections for abusing her office | 
while campaigning for re-election. Sh 
assumed Emergency powers within 
fortnight and laune hed a frontal: 
sault on the Supreme Court, whi 
eventually yielded by accepti 
practice the mass transfer of hy 
justices on executive order. Th 
Party could not reverse the 
judic ial morale, | 

"May I offer you my heat 

gratulations on your rege 
tory in the elections and 
phant return to power as pr 
ter of India," then chief ju 
Bhagwati wrote in a confident! 
to Mrs Gandhi after the 1980 el 

"Iam sure that with your iron’ 
firm determination, uncanny i 
and dynamic visions, great a 
trative capacity and vast e 
overwhelming love and affec 
people and, above all, with a | 
which is identified with the m 
the poor and the weak, you will 
to steer the ship of the fia 
cherished goal.” 
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he only "mystery and my 
cultivated by many of I 
| senior justices today is th at 
Gandhi. The chief recommen 
the Minorities Commission chi ar 
former Supreme Court judge H. 1 

calls for a “national integration : 
to coincide with Mrs Gandhi's b 
day, since she “unquestionably i 
greatest integrator in the nat 
today." The report appeared she 
after the communal riots in Bhiwand 

The Emergency also confront 
senior police officers with the » arem. 
burg dilemma. Should they simpl 
obev orders detaining oppositio 
leaders, harassing politicians’ per. 
sonal enemies, rounding up villagers 
for sterilisation ~~ which have no cleat 
legal basis, or not? Too many bent wi 
the wind. In most states the police a 
now regarded as the personal instr 
ment of the party in power. Puniti 
transfers had the same effect on the 
once-proud and aloof eivi- cviec 

In the 1950s, the average tenure 
an Indian administrative service 
ficer in a posting was 48 months. 
e to 21 months in d late. 
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Gandhi's own cabinet. Shrek che’ has 


-= reshuffled 11 times since she came 


back to power in 1980. In practice she 
has dispensed with cabinet govern- 
ment altogether and relies upon a few 
personal advisers, increasingly Rajiv. 
This year marks the 20th anniver- 


- sary of Nehru's death, and the intel- 


ligentsia has used the occasion for 
soul-searching introspection on the 
state of Indian democracy. The consen- 
sus is that India is getting diminishing 


returns out of the Nehru dynasty. 


- up 


"Nehru was a much more enlightened 
man, a progressive and a humanist. In 
a much deeper sense Indira is very In- 
dian," said Shahabruddin. “I'm not 
saying this in a derogatory sense, but 
it's a matter of upbringing. Nehru was 
far more European, a builder who 
thought things through. " 

Nehru was, in fact, more a romantic 


— who breathed the democratic spirit 


into institutions built by others. But 
the remark reveals the underlying am- 


=  biguity and self-doubt which Mrs 
— Gandhi seems to provoke among mem- 


bers of the elite, whatever their poli- 
tics. The Nehru era, once viewed as the 


= golden dawn of Indian democracy, is 


— now seen by some as perhaps no more 
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than the twilight of the British Raj, 


- while India's modern history may real- 


ly have just started shortly before the 
Emergency. "The institutions were 
running out of steam even as Mrs Gan- 
dhi came to power," another analyst 
commented. 


in today's Indians unknown to 


B: there is also a self-confidence 


OTE 


Nehru's generation, when demo- 
cracy and national unity were precious 
but untested articles of faith. Nehru 
faced genuine secessionist movements, 
while the deep scepticism with which 


_the government case on “Khalistan” 


has been received indicates how far 
that particular sense of insecurity has 
receded. This is an indication of the 
real unity India has achieved. “Now 


‘the Indian commitment to India is un- 


questionable, there is a very vibrant 


intelligentsia which is secular and 
- democratic and believes in the process 


of development," said Gujral. "And 
the basic institution of democracy — 
the ballot box — has been reinforced 
by the Emergency experience." 

The ideals of the Indian federation 


. have been internalised even as its 


"steel frame" has been reduced in im- 
portance. But the thought that Mrs 


_ Gandhi is the consequence rather than 


- the cause of the decline of Indian in- 


stitutions is deeply disturbing. For 
. more than two millenia, traditional In- 


dian society has endured and over- 


:. whelmed the many alien rulers who 
. came and went. This is what many 


O 


modern Indians instinctively fear 
may prove to be the real significance of 
the Hindu wave. And their anger with 
Mrs Gandhi stems from the fear that 
she will ride it only for her own survi- 
val. z o 
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By Mohan Ram in New Delhi 


Ithough incongruous in a republic 
(and a socialist one at that), every 
year the president of India drives out of 
his palace in an ornate coach flanked 
by a colourful cavalry escort to inau- 


gurate parliament with what is 
quaintly called the speech from the 
throne. The ceremony was borrowed 
from Britain along with a Westminster 
system of government. 

Although the product of a unitary 
system and a two-party. system, the 
model took root in a federal India 
largely because there has never been a 
serious attempt to challenge the Con- 
gress party, which has dominated 
India’s politics for nearly 100 years. 
Now, however, the Congress is in de- 
cline and there is no alternative on the 
horizon. At the very least, this points to 
a deadlock in the next parliament fol- 
lowing the general election due this 
year. But political accommodation and 
a coalition arrangement at the initia- 
tive of either the Congress or the oppo- 
sition parties might yet hold the system 
together until India gives itself a new 
system. 

The Congress party has won every 
national election, except in 1977, since 
independence in 1947, though it has 
never polled more than 43% of the 
vote. In 1977, when Prime Minister In- 
dira Gandhi sought to legitimise her 
21-month Emergency through a snap 
election, a makeshift alliance of five 
non-communist parties, calling itself 
theJanata Party, routed her decisively. 

On that occasion, the Congress vote 
dropped to less than 40%, while the 
opposition could pool its vote over a 
large part of the country, denying the 
ruling party the advantage of the mul- 
tiplier, which gave it seats out of pro- 
portion to its vote. But the Janata 
Party began disintegrating in mid- 
1979, when two governments fell in 
two weeks. And Mrs Gandhi came 
back in the 1980 elections promising 
stability to a people wary of drift and 
chaos. No election has resulted in a 
deadlocked parliament in the past. 

However, one cannot be sure this 
will not happen at the next election be- 
cause Congress' fortunes have been 
dwindling fast since 1980, even as the 
Janata Party has been disintegrating. 
After the 1980 debacle, the erstwhile 
Jan Sangh party quit the umbrella 
party to call itself the Bharativa Janata 
Party (BJP). So did a Congress faction 
opposed to Mrs Gandhi's party. It calls 
itself the'Congress-S after its presi- 
dent, Sharad Pawar. Former deputy 
prime minister Jagjivan Ram's Con- 
gress For Democracy now calls itself 
Congress<J after its leader. 

After Congress-I suffered a series of 


“Sao 


setbacks — oci nm at elections to 
state legislatures and at by-elections to 
parliament in the years after 1980 — 
the  demoralised opposition felt 
enthused and began groping for à stra- 
tegy to deny Congress a majority in the 
next parliament. But the efforts have 
made little headway. There are nów 
three broad clusters of opposition par- 
ties at the national level, but none of 
them can provide à countrywide chal- 
lenge to the Congress, either alone or in 
alliance. 

One is the National Democratic Al- 
liance (NDA) comprising the Lok Dal, 
which represents farmers’ interests, 


and the Hindu-nationalist BJP. The in- 
fluence of both is limited to the popül- 
ous Hindi-speaking northern plains. In 





a 544-member parliament, the Lok Dal 
has 26 seats and the BJP 16, aget the 
ruling párty's massive 346. 

The second is the United Front, 
dominated ‘by the rump Janata Party, 
which rules Karnataka state and is 
made up mostly of factions once be- 
longing to Congress. The Janata Party 
has 16 seats in the present parliament, 
the Congress-S has six, the Democratic 
Socialist Party (DSP) nine and the Jan- 
wadi Party two. Another component, 
the Rashtriya Congress, has no rep- 
resentation ‘in parliament. Outside 
these two grotipings is the alliance of 
the Communist Party of India-Marxist 
(CPI-M), which dóminates the' coali- 
tion governments in West Bengal arid 
Tripura and' constitutes the main op- 
position group in parliament with 36 
seats, and the Communist Party of 
India (CPI), Which has 13 MPs. '' 

The BJP and the two communist par- 
ties are anathema to one ‘another, 
tae etin sii vini Lint com- 















rientatión. The 






United Fr | 
NDA only at the cost of alienating the 
communists. The Congress party has 
been trying to isolate the two com- 
munist parties from the United Front 
and the United Front from the NDA. 
In addition, there are regional par- 
ties of significance. Three of them are 
in power. One is the All-India Anna 
Dravida. Munnetra Kazhagam (AI- 
ADMK)in Tamil Nadu, which has only 
three seats in federal parliament. 
Another is the National Conference in 
Jammu and Kashmir state, which has 
two seats in parliament; a third is the 
Telugu Desam party in Andhra 
Pradesh, which has two seats in parlia- 
ment. The Akali Dal in Punjab is a re- 
gional party but is not in power. 
Although there is.no all-in opposi- 
tion unity, a process í of adjustment 











the regional parties could see Congress 
reduced to minority status in the next 


parliament. But winning power is one - 


thing; it would be a great deal more 
difficult for these groups to rule India. 


T Congress party, which has lost 
ground in the peripheral states of 
the east and the south, is hoping to 
make up for this in the central plains, 
capitalising on a Hindu revivalist ten- 
dency that seems to be on the upswing. 
But even if this is not possible, Con- 
gress may well remain the single 
largest entity in the next parliament 
and still hold the initiative. It might try 
to achieve this through a deal with the 
regional parties. It may concede pri- 
macy to these parties in the states they 
. rule and not seek a confrontation with 
them. In return, it could expect these 
parties to leave some of the parliament 
seats uncontested so that Congress can 
< win, them. Secondly, these parties 
ld. i through thei 


to the Davide Munnetra Kazhagam | 





vergent. interests and pulls. in a 





(DMK) in 1967, it came to a power ad- 
justment with it. When the AI-ADMK, 
the result of a split in the DMK, 


wrested control of the state, the Con- i 


gress struck a similar deal with it. 


Congress has yet another option. It. 


can offer a broad Left-of-centre plat- 
form that would neutralise the com- 
munists, who would not welcome a 
rightist alternative to Congress. In the 
process, Congress could inveigle fac- 
tions of former Congress members who 
now belong to various splinter parties 
—- the Congress-S, the Congress-J, the 
DSP, and the Janwadi Party. Even 
the Lok Dal and the Janata Party 
have former Congress men in their 
fold. - 

Alternatively, it could attempt a mix 
of thetwo options — power adjustment 
with regional parties and a coalitional 
arrangement with some of the national 

parties and even 
with. the regional 
. parties. Congress 
has been recon- 
ciled to sharing 
power with others 
in Kerala state, 
where it has tried 
to keep the CPI-M 
out of power since 
1969. The CPI had 
deserted the CPI- 
M to join a Con- 
gress-led alliance. 
But in 1978 the 
CPI moved closer 
to the CPI-M and 
helped its return 
to power in Kerala 
for a short while. 
But a Congress- 


gained the state. 
In sum, it means 
Congress reconciling itself to accom- 
modating regional interests and to 
sharing power with other parties. 

The opposition has similar options if 
one of the two non-communist al- 
liances emerges as the single largest 
formation in the next parliament. It 
could accommodate regional parties, 
induce Congress party members to 
cross the floor and might even make 
overtures to components of the rival 
alliance to secure a majority in the 
house. 

Most. opposition leaders seem con- 
vinced that the government resulting 
from the next elections will not be a 
one-party affair and that, whatever its 
complexion, it will be a coalition. No 
single party can hope to rule India be- 
cause none in fact represents the whole 
country. So politics will be entering 
the coalition phase in search of a new 
balance which could accommodate di- 
| truly 





led alliance has re- | 
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| Rama Rao greets supporters: a challenge to Mrs Gandhi. 














By Salamat Ali in Hyderabad 


he southern state of Andhra Pradesh 

may be tranquil, politically stable 
and remote from the turmoil in Punjab. 
But it poses no less of a challenge to 
Prime Minister Indira Gandhi's grip on 
the country. It was here that the ruling 
Congress-I party was swept ignomini- 
ously from power in the January 1983 
state assembly elections, the first time 
it lost control of Andhra since the 
state's creation in 1956. The defeat sig- 
nalled a forceful resurgence of re- 
gionalism in the south and Mrs Gandhi 
is watching it very closely. 

The platform of the winning Telugu 
Desam party contains the whole litany 
of economic and administrative com- 
plaints of the sort the states have al- 
ways levelled against the central gov- 
ernment. But the core is the charge that 
New Delhi, and not Hyderabad, the 
state capital, is running Andhra. And 
behind that is the emotionally charged 
assertion of a regional identity which 
is defining itself in opposition to the 
central government in New Delhi. 

More worrisome yet for Mrs Gandhi 
is that Telugu resurgence has found its 
vehicle in the charismatic N. T. Rama 
Rao, a former matinee idol who made 
his career on the silver screen portray- 
ing Hindu deities. Rama Rao — or N. T. 
as heis affectionately known by his ad- 
mirers — is a media-wise operator 
with an instinctive understanding of 
the power of religious symbolism in In- 
dian society. He also seems to under- 
stand the wider possibilities of re- 
gionalism in today's India. By champ- 
ioning the demand for the transfer of 
many of the centre's fiscal and adminis- 
trative powers to the states, Rama Rao 
hopes to build up a coalition of non- 
Congress parties having a regional 


A film-star hermit poses a 
problem for the Congress 


power base similar to his own. His 
most enthusiastic supporters concede 
that a regional alternative to Congress 
rule is a long shot. But the impact of 
Rama Rao's confrontation with New 
Delhi is felt well beyond Andhra's bor- 
ders. 

In Maharashtra, for instance, the 
Congress-S president and former 
Maharashtra chief minister Sharad 
Pawar (the S stands for Sharad) is at- 
tracting big crowds by blaming local 
grievances on his allegation that 
Maharashtra, a  Congress-I-ruled 
state, is really governed from New 
Delhi and not Bombay. Like Telugu 
Desam, he argues that the Congress-I 
leaders are quite content to leave gov- 
ernance to New Delhi in exchange fora 
free hand to serve their personal and 
sectional interests. 

Attacking the Congress-I on grounds 
of corruption and insensitivity to pub- 
lic sentiments, Rama Rao is careful not 
to invite the same charge. By all ac- 
counts he has been able to contain cor- 
ruption, if not eliminate it altogether; 
he dismissed one of his ministers in 
May for accepting a bribe. The rela- 
tively small size of his cabinet is alsoa 
help. He also tries hard to project him- 
self as a principled politician. He regis- 
tered his opposition as soon as Mrs 
Gandhi sent the army into Punjab, 
though the government-owned radio 
and TV stations wrongly reported him 
to the contrary. 

Having wrested office from the Con- 
gress, Rama Rao has declared that 
power is a mirage. The states, he says, 
have neither the administrative re- 
sources nor the money to make their 
governments meaningful. Andhra, for 
instance, is way ahead of every Indian 


Tu IP T NEU: 


state in energy generation and even 
sells power to the neighbouring states 
of Tamil Nadu, Karnataka and 
Maharashtra. But more than 30,000 of 
its irrigation pumping sets cannot be 
energised and its industries suffer 
from power cuts because it does not 
have money to transmit power within 
its own territory. 

Telugu Desam argues that 60% of 
Andhra's revenue budget is consumed 
entirely by upkeep of the state govern- 
ment establishment and that most of 
the remainder goes towards public- 
welfare commitments. That leaves al- 
most nothing for development. The 
party also says that apart from 
monopolising almost all tax revenues 
and refusing to share some taxes 
(such as the surcharge on income tax), 
New Delhi is now even reducing the 
meagre resources available to the 
state. For instance, it is now pressing 
the local leaders to abolish a sales tax, 
which accounts for a substantial 
amount of their revenue. 

A further complaint is that civil ser- 
vice cadres such as the Indian Adminis- 
trative Service and the Indian Police 
Service play a crucial role in the states' 
administration, though the states have 
no disciplinary control over them. 
Also, it is said, state governors, whose 
role is simply to coordinate between 
state and centre, often act as agents of 
the party ruling the centre to obstruct 
opposition-run state governments. 

Although agriculture is a state mat- 
ter, New Delhi monopolises control 
over crucial elements such as fertiliser 
distribution, electric motors, farm 
machinery and its fuel and lubricants, 
agricultural loans and fixing of ag- 
ricultural prices and inter-state move- 
ment of farm produce. The list of com- 
plaints is almost endless but by itself 
does not fully explain the current 
stresses in the Indian system. Neither 
the strained constitutional structure 
nor the alleged megalomania of the 
Congress are alone to be blamed. 


he obverse side of the coin is that 

while blaming Mrs Gandhi for ig- 
noring the essence of democracy, Rama 
Rao is far more imperious than her and 
noticeably less tolerant of any argu- 
ment which goes against his wishes. 
One of his relatives is no less effective 
in the Andhra administration than the 
prime minister's son, Rajiv Gandhi, is 
in New Delhi. Both young men act be- 
hind the scenes, inviting the remark 
that both New Delhi and Andhra 
Pradesh are ruled by one-and-a-half 
persons each. 

Besides, if Mrs Gandhi does not take 
kindly to anyone other than her 
nominee ruling a state, then Rama Rao 
does not like anyone other than his own 
nominees running the district head- 
quarters — the next rung down after 
the state capitals. An apolitical expert 
summoned tó one of his meetings in 
May told him bluntly that if he were 
prime minister of India he would be at 
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of his own party. . 

Accusing Mrs Gandhi of mishandl- 
ing communal tensions in India, Rama 
Rao has himself emerged as one of the 
main promotors of obscurantism and 
consequent alienation of religious 
minorities. He hardly misses an oppor- 
tunity to appeal to the religious senti- 
ments of the Hindu majority. Before 
his arrival at the annual delegates' 
meeting of his party, he worshipped at 
two temples amid a blaze of publicity 
that upset ultra-orthodox Hindus, who 
consider publicity of worship in tem- 
ples profanity. : 

Similarly, inaugurating the golden 
jubilee celebrations of Tirupathi Tem- 
ple — one of the holiest Hindu temples 
— in April, Rama Rao declared his plan 
to turn it into a "Hindu Vatican," bring 
it under a supreme council with god 
Venkateswaran as its chairman and 
himself as its vice-chairman. The 
council is to include senior members of 
the judiciary and civil servants to en- 
sure that the "Vatican" turns into a 
centre for the propagation of Hin- 
duism. On the other hand, Rama Rao 
did sponsor a resolution at the last an- 
nual delegates' meeting of his party 
suggesting preferential treatment for 
women marrying outside their castes 
and religion. 


nlike some other regional leaders, 

Rama Rao has national ambitions, 
aspiring to rule India some day. He has 
donned the yellow robes of a Hindu 
hermit and calls himself Rajarishi 
(royal hermit) because he says he has 
heard an apocalyptical forecast in 
Sanskrit, his native Telugu and Per- 
sian that India one day will be ruled by 
a widow (Mrs Gandhi) and a hermit. 
The forecast does not state one will 
precede the other. Orthodox Hindus 
object that Rama Rao has declared 
himself a hermit without the guru re- 
quired by tradition. 

Rama Rao's political support has 
more mundane explanations as well. 
He has introduced free midday meals 
for school children, an idea borrowed 
from Tamil Nadu. This is said to have 
increased school enrolments though no 
concrete figures are available. He has 
also ordered the sale of Andhra's staple 
diet, rice, at government-controlled 
shops at Rs 2 (18 US cents) per kg. This 
alone has added the equivalent of 
US$130 million in subsidies to the 
state's annual expenditure. 

Although hard-pressed for re- 
sources, Rama Rao refuses to raise re- 
venues from other sources. His irriga- 
tion department runs on a no-profit, 
no-loss basis though a reasonable 
water rate could earn him an estimated 
US$300 million per year at least. Like 
his Congress predecessors, he does not 
want to annoy the big and middle-level 
farmers who are the beneficiaries of 
the low rate. Similarly, though indus- 


try already contributes 60% of the re- | 
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Rajiv: young men behind the scenes. 





venue of his electricity department, he 
passes on every increase in power rate 
to it alone, leaving agriculture to enjoy 
the benefits of an extremely low power 
rate. 

Civil servants suggesting higher 
mobilisation of resources from the ob- 
vious sources have been shouted at and 
insulted. In just one year in office, 
Rama Rao has antagonised most of the 
civil service, whose senior members 
wish to serve anywhere except in his 
state. Philosophising on Andhra’s 


I ah nea cL ledere oa. 
problems, state development commis | 
sioner V. K. Srinivasan said: "It is 











problem of the five i's — ignorance, in- 
experience and intolerance of politi- 
cians and indifference and infighting 
of civil servants." 

According to political analysts, 
Telugu Desam owes its rise to the over- 
centralisation of power by Congress. 
This has prevented members of the 
lower echelons of the party moving up. 
The bulk of the Telugu Desam legis- 
lators are former Congress men who 


found themselves blocked at district - 


levels because of controls imposed 
from the state capital, where, in turn, 
the leadership was imposed by New 


Delhi. They revolted and found an al- 

ternative route to political advancement. | 
The analysis is valid in the case ofal- — 

most all Congress-ruled states where — 


Congress workers are getting restive. 
The party, like most of its rivals at the 


national level, has not had elections for — 


more than a decade. 
Mrs Gandhi told a London news- 
paper recently that India would man- 


age to continue without any disrup- 
tions. However, the question looming - 
increasingly large is whether the “con- — 


stitutional reforms" she mentions oc- 
casionally will cure a malady that in- 
volves not only a strained constitu- 


tional process but a bankrupt political ` 
process — and one that is pivotal in — 
sustaining any constitution, whatever — 


its character. 
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REPUBLIC OF RWANDA 
MINISTRY OF PUBLIC WORKS AND POWER 


Tender no 1/Ponts et Chaussées/Rw/84 
for Road Construction 


The Government of the Republic of Rwanda hereby issues an interna- 
tional competitive bidding with a view to selecting enterprises that can be 
qualified to. tender later on for KAYONZA — GABIRO — 
TUMBA Road construction and asphalt. 


The total length of the road is about 120 Km. 


Road building is to be performed in two lots which should be financed 
jointly by the Rwanda Government and the following financing organiza- 


LOTONE: African Development Bank (A.D.B.) Group; 
LoT TWO: Saudi Development Fund, 
Special Fund of OPEC (Organization of Petroleum 
Exporting Countries). 
For selection, the offers must reach 
Monsieur le Secrétaire Permanent du Conseil des 
Adjudications au Rwanda. 
C/o Ministére des Finances et de l'Economie, 


REPUBLIQUE RWANDAISE. 
latest 10.00 hours (08.00H G.M. T.) on Ist August 1984. 


A copy of the aforesaid tender can be obtained free of charge by in- 
terested firms from: Ministére des Travaux Publics et de l'Energie. 
B.P.24 KIGALI, 
REPUBLIQUE RWANDAISE. 







15 June, 1984 
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y shim Jae Hoon in Seoul 


or the first time in four years, since 
President Chun Doo Hwan, former- 
y an army general, declared martial 
aw and seized power in what many 
ve labelled a “constitutional coup," 
opposition leaders here are abandon- 
ng their confrontation tactics in 
vour of a cautious dialogue with 
hun's military-backed regime. 

The opposition's recent launching of 
he Consultative Committee for Pro- 
motion of Democracy (CCPD) is aimed 
pening talks with Chun before the 
president decides the shape of South 
rea’s political future after 1988, 
n Chun's constitutionally pre- 
ibed presidency ends. The opposi- 
“wants to persuade, rather than 
Chun to start a long-delayed 
ess towards democratisation. 
ading this new group, inaugu- 
on 15 June, is Kim Young Sam, 
president of the now-outlawed 
ition New Democratic Party. He 
“share decision-making power 
is co-chairman, Kim eee Jung, a 





e and EUM South Korea's 
known and most charismatic 


im interesting feature of the coali- 


ives from the three main poli- 
yups which competed for influ- 
iring the 18-year-long adminis- 
f the late president Park 
e, In addition tothe so-called 


Jung — three members of Park's 
unet Democratic Republican Party 
embers. They are former Pusan 


imer premier Kim Jong Pil, and 
im Su, from the opposition province 
f South Cholla. 

The heart of the coalition is its 64- 
ember steering. committee, half of 
whom are former MPs, who give 
eight to the committee's prestige. The 
rmer MPs retain considerable influ- 
e in their electoral districts in and 
of eoul, despite the fact they have 
jarred from politics by the gov- 
. Indeed, the government's ban 
hei! political activities may have 
need their influence, 
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ician, now in exile in the United | 


; s— Kim Young Sam and Kim | 


entative Park Chan Jong; Kim. 
ang Kun, once an important adviser | 





ie steering committee, the CCPD' so 
cutive body, is expected: to grow as 
re opposition-oriented politicians. 
n. At the moment, its. standing: com- 


os ition groups dom: a coalition designed to paistad 
lent. Chun to begin a democratisation process 


is its composition, including rep- | 


| ing National Party, 
| Prime Minister Sir Robert Muldoon 
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years, have spent time in jail for their 
activities: Among them are Kim Dong 
Yong, Lee Min U and Choe Hyong U, 
who belong to a group led by Kim 
Young Sam, and Kim Sang Hyon, Ye 
Chun Ho. and Kim Nok Yong, who be- 
long to Kim Dae Jung's faction. These 
figures make up a nucleus which will 
shape the direction and policies of the 
CCPD. 

The coalition was formed after a 
year of intense, behind-the-scenes bic- 
kering among the various factions; it is 
the first time since Chun took power 


| that Kim Young Sam and Kim Dae 


Jung — two long-time political rivals 


| — have joined forces in a single opposi- 
| tion grouping. In the heady months fol- 


lowing the October 1979 assassination 


| of Park, the two opposition leaders 


split over who should run for the presi- 
dency on the opposition ticket. While 
they squabbled among themselves 
Chun, who was head of the military es- 


| tablishment, moved in, blaming them | 


for creating political unrest. 





NEW ZEALAND 





. demand that Chun assume responsi- 


pairots extremist kan a as: ; the | 





bility for the bloodshed which accom- 
panied the suppression of the 1980 
anti-government demonstrations in 
Kwangju and step down as president. 
Nor do they question his political 
legitimacy any more. 

“Chun has been president for four 
years already, and it's useless to ques- 
tion his legitimacy," said Kim Young 
Sam. His spokesman, Kim Dong Yong, 
added: “We've launched CCPD not so 
much to confront the government as to 
start a dialogue so that we can present 
ourselves as an alternative to the 
unending series of military coups." 


his new moderation reflects the op- 

position leaders' fresh perception 
of South Korea's political realities. No 
president since independence in 1948 
has relinquished power peacefully. 
Syngman Rhee, the country’s first 
elected president, was overthrown 
during a bloody student revolution in 
the spring of 1960 after he sought a 
third term in office by rigging elec- 
tions. And Park, who first seized power 
in an army coup in 1961, was shot and 
killed by his chief security officer i in a 
ame On DE : 





The 14 July elections are shaping upasa a straight. 
fight between ane National and -abour pannos: 


By Colin James in Wellington 


efore each of the past three elec- 
tions into which he has led his rul- 
New Zealand 


has published a new addition to his 
chatty memoirs: The Rise and Fall of a 
Young Turk, Muldoon and My Way. 
Each. has sold progressively fewer 
copies. This year he has not published a 
book. The question is: does this break 
in the pattern herald an end to his pat- 
tern of election wins on 14 July? 

Muldoon seemed, by the folklore of 
New Zealand politics, to be getting 
ready for retirement when he accepted 
a knighthood in this year's 


suburb on Auckland's North Shore. 





er national: 


s New Year. 
honours. It followed house-moving out 
of his Tamaki electorate on the Auck- 
land isthmus to the genteel Birkenhead. 


But he'stayed, in order to untangle the: 
|. tight skein of controls which bind the. 
New. Zealand. economy on wages, 
| PV (more. lo sely) and interest rates 


————— 


world monetary and payments system. 

He has made some headway on the 
latter, with an emerging agreement to 
set up an international committee. But 
he ran into minefields on the former. 
By early June, it was becoming doubt- 
ful that he could hold the lid on interest 
rates as financial institutions became 
increasingly determined to compete 
for the limited supply of funds avail- 
able after government financing of a 
large deficit. 

With inflation beginning to rise after 
the partial end of a wages and prices 
freeze in February (page 57) and with 
restlessness growing over falling real 
wages, Muldoon's chances of winning 
in November were looking increas- 
ingly bleak. When two of his MPs 
crossed the floor of parliament to vote 
for the introduction of; a bill to impose | 











The oppositionists were sobered by 


the Kwangju riots, which erupted 
seyen months after Park's death fol- 
lowing demonstrations in support of 
Kim Dae Jung, and left nearly 200 peo- 
ple dead and 1,000 wounded in a nine- 
day battle between government troops 
and armed civilians. The spectacle of a 
minor civil war in South Korea cast 
doubt over the course of democracy in 
the country, It was one of the most 
tragic chapters in South Korea's trou- 
bled political history. 

Now, in their effort to establish a 
dialogue with the government, top 


a a 
CCP! 
they are willing to 
put the tragic 
Kwangju affair 
behind them 
but with one im- 
portant condition. 
Chun, they assert, 
must commit him- 
self to restoring 
— step by step 
the political 
machinery which 
Park destroyed in 
1972 and which 
Chun has left un- 
attended. Park's 
Yushin (revitalis- 
ing) Constitution 
curbed freedom of 
press, restricted 
political activi- 
ties, curtailed the powers of the courts 
and abolished the selection of a presi- 
dent by a universal and direct voting 
system. 

Chun has made mostly cosmetic 
changes to Park's 1972 charter, includ- 
ing lengthening the term of the presi- 
dency from six to seven years. He did 
limit the president to a single term, but 
Park's system of indirect elections 
through a pliant electoral collegium 
has been left intact. As long as Chun is 
unwilling to rewrite the 1972 constitu- 
tion, ordinary South Koreans will be 
left wondering whether he really in- 
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) leaders say 
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tends to step down in 1988, as he has 
promised, at the end of his single term. 
Chun, Kim Young Sam told the 
REVIEW, has three options to consider 
in the second half of his presidency: he 
can nominate a successor and risk 
touching off a bitter rivalry among his 
military backers, who could be expect- 
ed to crowd around various power 
centres within the military; he could go 
against his public pledge not to seek a 
second term and risk provoking a new 
period of unrest, or he could take the 
most difficult option of beginning a 
process of democratisation by re- 
sponding favourably to the opposi- 
tion's new initiative. He could signal 
his acceptance of the third approach 
by agreeing to revise the constitution. 
“If Chun agrees to start democrati- 
sation now,” Kim said, “we should for- 
give him for his role in Kwangju.” Kim 
believes any new constitution should 
provide for a parliamentary system of 
government with a strong prime minis- 
ter and a president chosen by the na- 
tional assembly. He rejects an Ameri- 
can-style presidential system, which 
he says has bred too much animosity in 
South Korea because of the concentra- 
tion of power in the hands of one man. 
In an effort to secure Washington's 
backing, top CCPD leaders are ex- 
plaining their case to US Embassy offi- 
cials here. "We've had some encourag- 
ing reactions from them," Kim Sang 
Hyon said. oO 
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of-the-nation address on TV on 15 
June — one day after his announce- 
ment — into a campaign opening, de- 
claring, that it) was-a , bet 
him and'Labour leader David Lange — 
"between my lot, warts and all, and the 
other lot" (REVIEW, 28 June). 

The aggressive, defiant stance was 
typical of his political stylethroughout 
his 24-year parliamentary career, 
Small of stature and from a poor 
background, Muldoon has conducted 
his politics as a series of pitched bat- 
tles,,,proving himself. against oppo- 
nents real and imagined. At a confer- 
ence.of the National Party on 26 May 
he spelled out his approach; the party 
was on the side of "the people to whom 
interest is a cost" (vs financiers), the 
public (vs striking unions), the pa- 
tient (vs doctors, who were putting up 
their fees) and "the kids and parents" 
(vs "teachers and every educational 


group"). . 


Fo most.of his career, Muldoon's 
; choice of sides in this way has broad- 
ly coincided with that of the New Zea- 
land , public. He is. the ultimate 
populist, sensing. where the majority 
lies on any issue and lining himself up 
with, what he calls “the ordinary 
bloke,” the little New . Zealander 
against forces that threaten his plea- 
sures; disruptive unions, leftist or lib- 
eral demonstrators, intellectuals, the 
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test between: 


"greedies". m speculators, financiers | 


and well-to-do professional business 
people who want a freer economy. 

In 1983 he managed to give the ap- 
pearance of frowning on the rugby tour 
by South Africa — as a Commonwealth 
undertaking committed him to do — 
while also making it clear by nods and 
winks that he was on the side of the 
rugby crowds and against the some- 
times violent demonstrators claiming 
the tour should be stopped because of 
South Africa's racial policy: Muldoon 
sees himself in a mainstream New Zea- 
land tradition of pragmatism and 
against "extremists" of any persua- 
sion. His political idol is Richard John 
Seddon, whose government in the 
1890s and 1900s introduced a series of 
innovative social reforms — pensions, 
votes for women and an industrial con- 
ciliation and arbitration system — in 
response to practical needs rather than 
in accordance with any ideology. “So- 
cialism without doctrine," a visiting 
French observer called it. 

Muldoon has frequently been called 
a socialist by farmers and business 
people, a growing number of them 
within the National Party. That stems 
from his interventionist style of econo- 
mic management. An "increasing 
number have withdrawn their support 
from the party until he is removed — à 
survey by the weekly National Busi- 
ness Review of 80 leading business 
people after the snap election was call- 
ed found most were planning to vote 


abso 


against him. Their complaint: his zig- 
zags on monetary, fiscal and prices- 
and-incomes policies made planning 
impossible. 


ronically, during Muldoon's latest 

term, the government has moved sig- 
nificantly to free the economy, both in- 
ternally through such things as the de- 
licensing of the transport and the 
meat-freezing industries, permitting 
Saturday shopping and outlawing 
compulsory unions, and externally 
through the closer economic relations 
and free-trade agreements with Aus- 
tralia and a planned removal of import 
licensing. These developments, most of 
them in the past three years, have 
prompted his sharpest free-market 
critic within the parliamentary party, 
Derek Quigley — who was sacked from 
the cabinet in 1982 and who is retiring 
at this election — to state recently that 
much more had happened in the past 
two years than he had believed possible. 

But these moves have been lost to 
sight behind the waterfall of regula- 
tions with which Muldoon, departing 
from Treasury advice, has tried to hold 
down inflation, interest rates, money 
supply and unemployment while hold- 
ing up economic activity by any 
standard of economic measurement, a 
set of conflicting objectives. When it 
was put to him last year that he could 
not hold down interest rates and the 
money supply and fund a budget de- 
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product all at once, even by regulation, 
candidly declared his approach was 
perverse, but persisted nonetheless. 
Dismayed critics within the party 
- — had to look on powerless while Mul- 
— — doon contorted himself into ever more 
— complicated positions to pursue his 
objectives. Since he brushed aside an 
attempted coup in October 1980, led by 
— A Quigley among others, he has been un- 
—— challengeable as leader and com- 
pletely free in economic policy. It is 
now widely accepted that, short of an 
- election defeat, he will only retire as 
_ party leader at a time of his choosing. 
— The resultant frustration gave rise 
à last year to the New Zealand Party, led 
— by a former Muldoon friend and bar- 
— racker, Bob Jones, a multi-millionaire 
property developer. Overflowing audi- 
^ ences greeted Jones everywhere he 
— went in the last few months of last year 
—— with his low-key message of Muldoon's 
— economic incompetence and proposals 
— for a freer economy based on a floating 
- exchange rate, more investment in 
education and a non-aligned, anti-nu- 
— clear stance in foreign affairs. 



















B: ut the new party's appeal has waned 
as it has gone through a series of 
- high-level internal disagreements, one 
- of them resulting in the noisy depar- 
ture of Gordon Dryden, a former com- 
- munist and Labour supporter who had 
— hoped to become deputy leader. But in 
_ its brief climb to a peak of 18% support 
- in the polls around the turn of the year, 
- it had taken the heart out of the tradi- 
= tional third party, Social Credit. 
— Social Credit took 21% of the vote 
- and two seats in the 1981 election, but 
has gradually lost ground as the oppo- 
- sition Labour Party has reasserted it- 
— self under the new leadership since 
- early last year of 41-year-old David 
- Lange, and as Jones rose. Its failure to 
. vote the government out of office on 
- two occasions, when defections of gov- 
ernment MPs gave it the balance 
_of power in a parliament where Na- 
tional had a majority of one, added 
‘to the disenchantment. Its deputy 
leader, Garry Knapp, faces a stiff chal- 
to hold his seat against National. 

- Even leader Bruce Beetham is under 
. pressure as a result of the redrawing of 
— constituency boundaries. 
— The election is thus shaping as a 
E straight fight between National and 
- Labour — with the New Zealand Party 
— àsa nuisance to National in some mar- 
" oe seats such as the Wellington 
— Ohariu seat held by Trade and Indus- 
— try Minister Hugh Templeton. The de- 
cline in Social Credit's vote, which 
proved a spoiler for Labour in some 
marginals in 1981 and may thereby 
— have denied it power,. should: help 
— Labour. In addition, Labour is better 
organised, particularly in provincial 
— seats, where it failed to do well in the 
1981 election. 

As the election campaign has de- 
eicere, Lange has begun. to take on 
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stance, c iterative brime minis- 
ter. The son of a doctor and an articu- 
late courtroom lawyer, he grew up in 
working-class Otahuhu in Auckland. 
He came into parliament in a by-elec- 
tion in 1977 and within ae ear was the 
centre of abortive plans for à coup to 
topple then deputy leader and former 
deputy prime minister Bob Tizard — a 
coup that was finally carried through 
in 1979. Hethen tried unsuccessfully to 
topple party leader Bill Rowling in De- 
cember 1980. 

The criticism which followed that 
defeat (by one vote) sent Lange into 
hurt retreat and he played little part in 
the 1981 election, though still deputy 
leader. A shy person, Lange was bur- 
dened by a huge body, the product of a 
glandular condition and compulsive 
eating. In early 1982 he underwent an 
operation to reduce drastically the size 
of his stomach. By the end of that year, 
slimmed down to normal proportions 
and restored psychologically, he was 
preparing to challenge Rowling again. 

Counting the numbers, Rowling 


stepped aside and Lange became 





leader in February 1983. But a series of 
gaffes and a reputation for light- 
weight, irrelevant — and often inat- 
tentive — contributions to party coun- 
cils, lowered him quickly in publie and 
party esteem. The turning point was at 
the end of last year when he began to 
take advice on his public presentation 
— often full of vague language and 
flights of fancy that reinforced in the 
public perception of him Muldoon’s 
taunts that he was shallow and “a buf- 
foon." 

The advice worked. His poll ratings 
began to rise slowly and the party, 


“which had slipped behind National in 


the polls, began to narrow the gap. Two 
days after the snap election was called 
a poll gave Labour a seven point lead 
over National. Two local polls in mar- 
ginal seats (one of them Templeton's) 
the following week gave Labour a 
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He tapped his rise in stature with a 
striking televised campaign-opening 
speech on 19 June, in which he brushed 
aside Muldoon's insistence that the 
election was a personal contest, claim- 
ing instead it was between Muldoon's 
"divisive" style of government and 
Labour's pledge to seek national con- 
sensus. 

Labour has borrowed heavily in sup- 
port of this theme from the successful 
campaign rhetoric of the Australian 
Labor Party in 1983. The slogan, 
"Bringing New Zealand together" is a 
straight steal. So is an accord with the 
unions and a pledge to hold a national 
summit of interest groups to map à 
route out of economic difficulties. 

The national reconciliation theme 
seems to have struck a chord, and the 
summit proposal has been enthusiasti- 
cally endorsed by most business and 
farming groups, some of whom have 
said they are already preparing their 
position papers. 

That indicates the seriousness with 
which wide sections of the population 
are now taking the possibility of a 
Labour government, demonstrated in 
the first hours after the election an- 
nouncement when business began 
buying forward foreign exchange, ex- 
pecting that Labour, if elected, would 
devalue the New Zealand dollar. 
Taunted by Muldoon, Labour's finance 


[| spokesman, Roger Douglas, has been 


saying for years that the currency is 
overvalued — and Muldoon himself 
seemed to underline that when he said 
that floating the currency would be the 
same as devaluation. 


O° the international front, a Labour 
government would put the Anzus 
(Australia, New Zealand and the Unit- 
ed States) treaty under strain. Succes- 
sive conferences of the party have 
passed resolutions that New Zealand 
should withdraw from Anzus, a posi- 
tion party leaders managed to have last 
year’s full conference and this year's 
regional conference tone down to one 
of “renegotiating” the treaty to em- 
phasise the economic and cultural re- 
lationship rather than just the defence 
one. Nevertheless, in the light of the 
party's support in parliament for a nu- 
clear-free zone and US insistence on 
sending nuclear-powered and armed 
ships to New Zealand as vital to the 
treaty’s integrity, renegotiation could 
mean the treaty's demise. 

Will Labour get the chance? Many in 
New Zealand credit Muldoon with 
extraordinary powers of political will 
and skill and think he will find some- 
thing to get him back, But at 62, he has 


- been looking tired and uninspiring. A 


third of the way through the month- 
long campaign, the evidence was 
pointing in the same direction as the 
symbolism of the missing tome of his 
memoirs: à oria of the pattern of 
Piscina YE ories. — 
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The enigma of Zhou T s "d 
Pekings lost legend 


By Dick Wilson 


hat has happened to Zhou Enlai? 

When he was premier of the Peo- 
ple's Republic of China, he was every- 
body's hero. Today his memory is 
found to be embarrassing. When Deng 
Xiaoping routed the Gang of Four in 
the late 1970s, there were many 
Chinese who expected à posthumous 
cult of the late premier. It was to Zhou, 
after all, that Deng largely owed his 
rescue from post-Cultural Revolution 
disgrace and elevation to be Zhou's ef- 
fective deputy as leader of the govern- 
ment in the edgy twilight period before 
Mao Zedong's demise — a position 
from which he was able to go on to 
build up his present supremacy. 

In those days Zhou was openly 
talked of as the communist regime's 
most popular leader. His badges were 
selling better than Mao's; conferences 
and symposia extolled his flawless de- 
votion to duty and respect for the com- 
mon man; his Selected Works — ex- 
pected to put Mao's writings in the 
shade — were prepared for publica- 
tion. But the promise was not fulfilled. 
Probably Deng felt that to make Zhou 
a kind of alternative patron saint of the 
Chinese Communist Party would pro- 
vide unnecessary provocation to the 
leftwingers who viewed Zhou as the 
man who had thwarted the Red Guards 
and betrayed the Cultural Revolution. 

Contradictory asit may sound, Deng 
may also have felt that his own debt to 
Zhou was offset by Zhou's consistent 
blocking of Deng's patron, Liu Shaoqi. 
Zhou's continued backing of Mao, even 
when Mao was blatantly transgressing 
party rules and ethics, must have irri- 
tated Deng and the others who wanted 
to stand up to Mao. 

Deng may have resented Zhou's part 
in the rise of Hua Guofeng, the “com- 
promise" candidate for premier to suc- 
ceed him in 1978. It was Zhou who had 
brought Hua into the government and 
promoted him in the first place. From 
Deng's viewpoint, anything was better 
than Zhang Chunqiao, the Gang of 
Four candidate, and yet Deng's own 
claim was, in strictly professional 
terms, so strong and Hua so inimical to 
the Liu-Deng following that Deng's 
earlier gratitude to Zhou may have 
curdled. 

If so, then Zhou pays in death the 
price which he had to. pay in his 
lifetime for being a consensus man, 
striving forharmony and unity, even at 
the cost of his own preferment. In par- 
ticular, by equivocating in the Cultural 
Revolution, first encouraging Mao to 
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launch it, then trying to stop its excess- 
es, Zhou drew the curses of both sides 
around his ears. Yet the man who was 
premier of a quarter of mankind for 
more than a quarter of a century has 
more to his record than that final dis- 
aster. His contribution to his party 
and, after 1949, his state must be 
ranked certainly equal with Mao's and 
arguably higher. 

One of thethings that he exhibited in 
far greater measure than his contem- 
poraries was an astonishing devotion 
to public service and duty, at the ex- 
pense of his private life and family. The 
origins of this probably go back to his 
infancy, when he was unusually 





starved of natural family affection. His 
mother lost her own father the day 
after the baby Zhou was born, while 
his father seemed incapable of bearing 
responsibility. When only a few weeks 
old, he was given to an uncle to be 
brought up as his adopted son, but that 


uncle died, long before Zhou could 
come to know him. The widow, his 
adoptive mother, brought him up in 
the company of the natural son whom 
she had soon afterwards (and mean- 
while Zhou's original parents had had 
two other sons whom they kept). Both 
of his "mothers" died when he was 10, 
after which he was whisked away 
many hundreds of miles to the care of 
distant uncles in Manchuria. 

It is dangerous to make Freudian in- 
terpretations from a Chinese family 
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history, but it is legitimate to infer that 
Zhou felt the cold shock of rejection 
within his family many times, and that 
he lacked an authoritative father fig- 
ure in his earlier life. Certainly from 
his student days onwards he was al- 
ways working for the larger and more 
deserving group — the student body, 
the working class, the communist 
party, the nation 

For all his good looks and smoulder- 
ing passion, he did not act out the 
playboy role, as many of his contem- 
poraries did. In Europe, as a student in 
the 1920s, he is said to have conducted 
a liaison with a German girl in Gót- 
tingen, and to have had a son by her. 
But even his political opponents would 
not believe such immorality on his 
part, and it later transpired that the 
story concerned a quite different 
Chinese student, not Zhou — and the 
author of the mistaken identity was 
none other than the Stern reporter 
Gerd Heidemann, who later perpet- 
rated th: forged Hitler diary story. 

In fact Zhou behaved in quite the op- 
posite way, refusing help to the land- 
lord father-in-law of his adopted 
brother in the 1940s, and consistently 
inconveniencing his various nephews 
and nieces in his puritanical desire to 
see that none of them could be criti- 
cised for trading on Zhou's own name 
and prestige. It was even said that his 
adopted daughter, the theatre director 
Sun Weishi, would not have died in 
1968 after Red Guard torture if Zhou 
had come to her aid more opportunely. 


here is a certain neurosis detectable 

in some of his actions. He was once 
found, not merely telling others how to 
sort out one of Peking's perennial traf- 
fic jams, but actually directing the 
traffic himself from a podium. He once 
warned à foreign photographer a long 
way away in the gallerv of a large hall 
that he had forgotten to remove his 
lens cap. And when the Beijing Hotel's 
waiters decided in 1966, as their con- 
tribution to the Cultural Revolution, to 
suspend various services of a person- 
ally servile nature, Zhou volunteered 
to polish foreigners' shoes for them — 
and one has no doubt that he would 
have loved it. This was the Zhou whom 


Henry Kissinger called a “coiled 
spring,” and this was no doubt the 
source of the extraordinary energy 


which he threw into the modernisation 
of China, neglecting his own clothes, 
appearance, financial status, housing 
and family life. 

He drifted into communism as a 
young student in the 1910s and early 
1920s, following the seductive intellec- 
tual fashion of that era. But he never 
convinced as a Marxist-Leninist ideolo- 
gist, Almost his first act on returning to 
China from France, where he had 
joined the Chinese Communist Party, 
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was to equate the new "-ism" with 


Confucian utopianism, linked to the 
Society of Great Harmony and to the 
Great Way that were far more familiar 
and palatable to Chinese audiences 
than the new jargon of communism. 
When first accused of wavering to- 
wards the rival Kuomintang (KMT) on 
the eve of the Pacific War, he would 
reply not by reasserting his beliefs but 
by asking: "What use would I be 
there?" inferring that the KMT already 
had its fill of trained and capable lead- 
ers. A decade later he: was ready to 
amend the ideology significantly in the 
interests of getting American support 
for the People's Republic, telling their 


— diplomats that the United States econ- 


omy had developed beyond Marx and 
could not be sensibly analysed in trad- 
itional Marxist terms. 

Yet in later life Zhou was often the 
herald of important communist cam- 
paigns, notably the Hundred Flowers 
movement which he spelled out in 


p January 1956, and the Cultural Revo- 
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lution. His last testament was his re- 


— port in January 1975 to the Fourth Na- 
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Congress in 1927. AER 

ferred not to speak out publicly against 
other contenders and was satisfied 

with, the post of secretary-general. 
Them came the disastrous Nanchang 
Uprisibg, irbwhich Zhou acted for the 


first ti os were in charge of the 
TN, when tHe previous 


party. 
leader had on à osed and the Com- 
intern had appoinféd a five-man group 


to an interim leadership Mawhich Zhou 
was technically the senior. 


his was the occasion when he even 

disobeyed a telegram from Stalin 
about postponing the insurrection, 
preferring to go ahead on his own as- 
sessment of the weakness of the enemy 
and the reliability of promises by allies 
— all of which turned out to be far too 
optimistic. Zhou ended up shivering 
with malaria in a Hongkong hotel. He 
was skilful enough to make sure that 
the party did not formally blame him 
for this defeat, but he never again 
sought the No. 1 position; even when 
Moscow seemed to be favouring him in 
1930. He backed first Li Lisan, then 
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jealousy. But amdeérnesith this Calcula” 
tion there probably lay a crippling 
self-deprecation, an undervaluing of 
himself, which was highly characteris- 
tic. | 

Mao at least met Zhou's need for an 
authoritative mentor or father figure, 
but the relationship preserves its mys- 
tery even after both men are dead. 
Zhou backed Mao at Zunyi in 1935 for 
tactical reasons, to take the heat off his 
own leadership at a time when the 
fighting with the KMT was going 
badly. Old friends like Marshal Zhu De 
had forewarned Zhou that Mao would 
get a majority in the politburo meeting 
at Zunyi. Zhou was physically ill at 
this time. All these factors must have 
combined to suggest the famous invit- 
ation to Mao to take over Zhou's posi- 
tion, but presumably on the unspoken 
premise that the whole matter could be 
reviewed after the Long March was 
ended, when the party would face more 
sophisticated political and diplomatic 
challenges from a settled base needing 
good administration. But the next two 





Zhou as a young student; with his wife in Chongqing, 1940; with Mao in Liberation year 1949: a need for a father. 


tional People's Congress, with its four 
modernisations, its confirmation of 


— private plots in a mixed economy, but 


also its justification all those years af- 
terwards of the Cultural Revolution — 
"Only when we do well in revolution 
x Was 
this a mindless exercise in looking both 


ways? Or was it a skilful contribution | 


to harmonising a divided party? There 
was never any indication that Zhou 
might seriously leave his party, though 
it is worth speculating that if he had 


— backed Chiang Kai-shek and joined 


the liberal wing of the KMT, the weak 


— communist party might have been 


iz — knocked out and we might have seen a 


better use of Zhou's talents as premier 
of an unchallenged Republic of China 
enjoving national unity as well as con- 
tinuity of reforms. 

Zhou was loyal to the movement he 
joined as a youth, but he strangely 
spurned being its leader. In the years 
after his return from France he was 
highly successful in party work, both 
political and military, and might well 
have emerged as the senior leader at 
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Wang Ming, and finally Mao after the 
Zunyi conference on the Long March 
in 1935. For the next 40. years Zhou 
stood loyally by Mao, though he was 
invited by dissident groups to displace 
the chairman at various times, for 
example in 1967. 

Zhou probably realised that he had 
been born into the wrong class to be- 
come a supreme communist leader. He 
was the only bourgeois in the party's 
higher echelons. A reported exchange 
with Nikita Khrushchev, probably 
apocryphal, nevertheless makes the 
point. After enduring some of Zhou's 
pedantic lecturing, Khrushchev is sup- 
posed to have burst in to say that Zhou 
should remember that it was he, 
Khrushchev, who came from the work- 
ing class, while Zhou was a bourgeois. 
"But we do have something in com- 
mon, Comrade Khrushchev," Zhou 
suavely replied, "we both betrayed our 
class." 

As a realist, Zhou must have seen 
that it was not only safer but more pro- 
ductive in terms of work to serve as the 
second or third in a hierarchy than as 


challenges to Mao from Zhang Guotao 
at the end of the Long March and Wang 
in the early 1940s saw Zhou still loyal- 
ly supporting Mao, and it may be that 
Zhou had become convinced from his 
experiences in Jiangxi and on the Long 
March that the communist movement 
needed above all the active support of 
the peasants who composed China's 
majority, and that therefore a rural 
leader like Mao was essential. 

By the time the Peóple's Republic 
was proclaimed in 1949, Zhou had had 
two separate years on the march with 
Mao in which they must have become 
very close, one on the Long March and 
a second eyading the KMT in 1947-48. 
When it came to the big controversies 
of the People's Republic, Zhou almost 
consistently supported Mao, for exam- 
ple in the Hundred Flowers campaign 
and again in the Cultural Revolution, 
and in both instances he was backing 
Mao against Liu. The exception was 
the Great Leap Forward in 1958-59, 
when it was Zhou's government struc- 
ture that came under attack, and he 
unusually lobbied his old friends and 
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colleagues in the party and amytode- 
feat Mao on these unrealistic economic 
policies. But he stopped short of push- 
ing Mao out and having the deputy, 
Liu, take over. Looking back it would 
seem that his antipathy to Liu was 
sharper than was realised at the time. 
When the Cultural Revolution began in 
1966 Zhou was apparently a leading 
instigator, having already declared at 
the end of 1964 that there could be no 
construction. without destruction, 
which was one of the themes of the 
Cultural Revolution. Then, in August 
1966, he got his Sixteen Points ac- 
cepted by the other leaders, protecting 
the economy, science and technology 
and the government machine generally 
from the ravages of political turmoil. 

When Lin Biao tore the Sixteen 
Points up in November, Zhou had to 
choose whether to make a stand and be 
a martyr, which would have ensured 
his reputation in the outside world but 
ended his utility to Mao and his con- 
tinuing influence on events, or to go on 
supporting the movement in name 
while blunting and softening its conse- 


quences from within. He chose, of 
course, the latter role and did a great 
deal to rescue unjustified victims. 
Even afterwards Zhou went on de- 
fending the Cultural Revolution, tell- 
ing foreign visitors that the lost pro- 
duction had been taken into account, 
that there would have to be more cul- 
tural revolutions in the future, and 
that it had all been a net gain for China. 
This was doubtless his incorrigible op- 
timism coming out again. 


espite appearances, the collabora- 

tion with Mao was never smooth 
Mao's followers, and possiblv Mao 
himself, were irritated by Zhou's habit 
of insisting to evervbody that Mao was 
not and could not be infallible, and 
that issues should be discussed 
thoroughly and properly among the 
elected representatives. He said this in 
the rectification of the early 1940s, and 
he said it again later to such American 
visitors as writer Ross Terrill. But the 
other side of the coin was that, while 
Zhou was probably able to square this 
with Mao himself man-to-man, he had 
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to defend himself as best he could on 
his own against Mao's followers. Mao 
would not intercede on Zhou's behalf, 
so that Zhou was often vulnerable to 
the machinations of men like Kang 
Sheng — in 1943, for example, and 
again in 1967. 

The powerover all China, which he 
unexpectedly won in 1949, was used by 
Zhou with astonishing purposefulness 
He set up, almost from scratch, a com- 
pletely new form of government and 
staffed it with qualified men who were 
sympathetic to China's new direction, 
if not actually Marxist. He constructed 
on the world map an original foreign 
poliey which suffered the almost ir- 
recoverable blow of American hostility 
following the Korean War, but which 
Zhou was able to revivify with his im- 
aginative detente with Richard Nixon. 
His achievement as premier is mostly 
on the record, and will continue to 
evoke the admiration of generations of 
Chinese. 

His charisma was extraordinary. | 
myself came under its spell briefly in 
1960, at an unscheduled meeting in 
which Zhou treated me, late at night 
and at the end of a tiring foreign tour, 
as if my reportorial needs were the 
most important concern for the head of 
the government of the world's largest 
nation. It seems almost churlish, there- 
fore, to record some human failings, 
but the heroic image is so widespread 
that it is prudent to mention them. 

He was not, of course, as transpa- 
rently straightforward as his cham- 
pions claim. He rearranged evidence 
about American airmen shot down in 
the 1950s, for example, to make it ap- 
pear that they were spying, and he led 
Jawaharlal Nehru up the garden path 
over the Kashmir question, By the 
yardstick of his comrades, he was an 
exceptionally honourable figure, but 
not above the human temptation of 
politics. 

Similarly, as an early specialist in 
security matters, he had to share the 
responsibility for ordering the brutal 
execution of the family of Gu Shun- 
zhang for betraying his party col- 
leagues in Shanghai in the early 1930s, 
and other instances could be cited of 
Zhou participating in the crude politi- 
cal mores of the China of thugs and 
secret societies in which he had to 
fight. 

None of this detracts from his im- 
mense achievement, and it is all the 
more sad that his posthumous reputa- 
tion is so slow in recovering its natural 
momentum. Zhou wads above all a com- 
municator, a man who believed that 
education should precede revolution- 
ary action, and who always insisted on 
talking to people, even one's enemies. 
For a China coming out of such isola- 
tion and taking on such a new and stri- 
dent ideology, such leadership as his 
was needed to make communism more 
human and to make communist China 
more approachable to the rest of the 
world. o 
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In Fuchu 

Prison, the 

first lesson Is 
how to say yes 


By Hikaru Kerns in Tokyo 

he grey concrete walls of Fuchu 

Prison — 30 minutes by train from 
central Tokyo — enclose a way of life 
that is less than frightening. Dullness 
and staleness, however, permeate tts 
confines. The prison does not dish out 
terror, filth and brutality to its in- 
mates; but it exacts subservience to an 
implacable and meticulous set of 
routines. It does not endanger the 
health of its inmates nor degrade them, 
but it does compel a constant yielding 
to authority every hour of the day and 
the forfeiture of wilfulness. 

No one has escaped from Fuchu 
Prison in recent memory. The first 
principle of the “education” of prison- 
ers, the warden said cheerfully, was to 
make them aware of the futility of an 
escape attempt — that they are power- 
less to flee; that their environment is 
beyond their control. “It is not a plea- 
sant realisation,” the warden said. 
Security is bolstered by the 14-ft high 
outer walls and the guards — though 
these are less formidable than maxi- 
mum-security prisons elsewhere. The 
guards at Fuchu are unarmed; there is 
only one guard to every 60 prisoners In 
certain compounds; the walls are not 
very thick, and 14 ft is not that high. 

The prisoners, however, lack privacy 
nearly all of the time. They sleep side 
by side — eight or 10 to a cell — on mat- 
tresses that are rolled up neatly during 
the day. They work, eat, take baths, 
and spend their spare time mostly in 
groups. Outside the walls, too, Is a 
dense, law-abiding suburban commu- 
nity where sanctuary even a 
shrub in which to hide — is virtually 
impossible to find. Beyond this, too, 1s 
an island society where hiding out 
without detection may require a more 
circumscribed life than living if 
prison. 

There are 2,400 prisoners at Fuchu 
Prison, of whom about 50 are foreign- 
ers, They include 21 Filipinos, 10 Ame- 
ricans, two Britons and six from Hong- 
kong. Fuchu takes prisoners convicted 
of serious felonies and who are more 
than 26 years of age. Half of the Japan- 
ese inmates are from organised crimi- 
nal gangs, while a quarter of the pri- 
soners have been convicted of drug of- 
fences which in Japan can mean any- 
thing from amphetamines and 
marijuana to cocaine and heroin. Em- 
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ment of prisoners," the warden said. 
"Everyone, whether company presi- 
dents or the prime minister, is dealt 
with equally here." The foreigners, 
however, with the exception of Ko- 
reans, are given a little leeway. Non- 
Japanese inmates have single-occu- 
pancy cells; they bathe in separate 
areas; they are offered coffee and 
bread for breakfast instead of tea and 
rice. Their meals also contain more 
meat. Furthermore, a prison guard re- 
marked, foreigners are given cheek- 
muffs and gloves during the winter, to 
prevent them getting frostbite like 
some of the Japanese prisoners. 

One typical dinner menu for foreign- 
ers included pork soup and vegetables, 
fried fish, potato salad, bread, to- 
matoes and yoghurt. Prison officials 
calculate vitamin, mineral and calorie 
needs for all prisoners and offer well- 
prepared meals, at an average daily 





Japanese workers: many companies find 


cost of ¥264.21 (US$1.15). Adequate 
nutrition is guaranteed by prison regu- 
lations even when prisoners are being 
punished. Prisoners doing physical 
labour, such as laundry, are given more 
calories than those who sit in a work- 
shop all day. 


| impen prisons, including Fuchu, 
are clean and orderly. There has not 
been a riot for 30 years. The routine is 
rarely broken by violence or insubor- 
dination. Signs over workshops exhort 
the prisoners to say, “Yes,” “I am 
sorry,” “Thank you,” “I am delighted 
to serve you.” Every morning these 
phrases are shouted out in unison. Pri- 
soners in groups march everywhere in 
brisk drill steps. In the workshops, 
only a few quickly raised their heads to 
glance at a visitor — and one of them 
was scolded by a guard for doing so. 
All prisoners are forbidden to talk at 
mealtimes and during work; this rule 
of silence is relaxed only between 5 
p.m. and 9 p.m. Former members of 
gangster groups are not allowed to talk 
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Moreover, the prison does not allow 
anyone who may prejudice the re- 
habilitation programme, such as 
friends from the gang on the outside, to 
communicate with the prisoners. 

Cells of Japanese prisoners are airy, 
though said to be chilly ig the winter, 
and sleeping arrangements are no 
more cramped than rooms which 
groups of migrant Japanese labourers 
may rent for a season, or for that mat- 
ter, no less spacious than the average 
Japanese inn accommodation during 
the skiing season. Some rooms contain 
TV and prisoners are allowed to buy 
some personal effects, such as books 
and toothpaste. Homosexuals — and 
loud snorers — are segregated in 
single-occupancy rooms. 

"It is not pleasant for the prisoners 
who do not want to cooperate," 
explained the chief education officer. 
The warden added: “Our aim is to dis- 
cipline, or educate, the inmates in 
order that they may be rehabilitated.” 





The warden pointed out that, unlike 
prisons in the United States which are 
bound to safeguard certain notions of 
individual rights, Japanese prisons 
take responsibility for the rehabilita- 
tion of the whole person. 

The education process includes a 
highly effective vocational training 
programme. The prisoners work at 
profit-making enterprises in the com- 
pounds, such as furniture making, 
modern printing and paper-making, 
motor repair or ceramics. Prisoners 
also may complete high school and col- 
lege credits, the latter by correspon- 
dence. There is a placement program- 
me for prisoners who complete their 
sentence and who can be recom- 
mended: many companies find these 
prisoners to be diligent labourers. 

Prison officials talked about a "cul- 
ture of shame" that helps maintain dis- 
cipline: inmates are made to feel that if 
they misbehave their family and 
friends will be embarrassed. Obvi- 
ously, this is supplemented by the 
threat of punishment, and though 


"wu —7 005 = DUX" 
her unless rehabilitated. 












S€ ng, 
forceful alternatives. 
Prisoners may forfeit a portion of 
their salary from workshops. (Salaries 
range from ¥2,400-10,000 a month.) 
They may lose their privilege of read- 
ing three books a week, or of writing 
letters. What may not be taken away, 
according to prison regulations, are 
meals or the twice-weekly 12-minute 
baths. 


hen there is solitary confinement, 

the worst punishment a prisoner can 
face, according to the prison officials. 
In solitary, prisoners are not allowed to 
work: spells in confinement range 
from 10 days to two months. To the 
outside observer this, initially, does 
not appear to be too painful; but when 
one learns that prisoners are required 
to sit Japanese style — with their legs 
folded under them — during the wak- 
ing hours, the dread prisoners have of 
this punishment is understandable. 
Good prisoners are 
allowed to sit lotus 
style. 

A look through 
closed-circuit TV 
cameras, monitoring 
solitary-confinement 
cells, revealed prison- 
ers constantly moving 
from side to side — 
apparently shifting 
their weight from one 
part of their body to 
the other. These co- 
finement cells, more- 
over, with their re- 
strictions on move- 
ment, also are uncom- 
fortable in the cold 
weather. “In the old 
days before [World 
War II]," a guard said, 
"prisons did indeed 
cut down on food to misbehaving pri- 
soners. They also covered the cell to cut 
out all light." 

But now the discipline and obei- 
sance required of prison inmates are 
not so qualitatively different from the 
procedures used in Japan for training 
neophyte athletes in judo or baseball at 
a high-school club, or for training re- 
cruits in the armed forces. But there is 
the matter of degree: the thoroughness 
of the collapse of the will that is ex- 
pected. Rehabilitation means that the 
prisoner has learned to accept the rules 
and regulations unquestioningly — 
how to say "yes" so sincerely that he 
will no longer be a problem to author- 
ity. 

Drug abusers account for 27% of the 
Fuchu Prison population. As recently 
as seven years ago, there was only a 
handful of drug cases. Medical treat- 
ment and counselling are available to 
the serious addicts; alcoholics learn to 
do without alcohol; tobacco is forbid- 
den, and the prisoners "often come out 
healthier than when they camein." D 
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A SOUND BUSINESS DECISION. 


Talking business with the AT&T's international audio frequently. A network that t 
US. on the AT&T Network saves teleconferencing service is cost you everywhere in the US 
a lot of money. effective, too. And operators to arrangt 
First, it's the fastest way. AT&T's operators can put teleconferencing 
Anything that saves time is you in touch with as many as 60 More costeffective 
like money in the bank. locations in the US. at one time. for your business from the Al 
Next,the AT&T Network goes Which means you can get International Business Networt 
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to every phone in the US., everyone you do business with 
no matter how remote the area. coast to coast together more 

And offers operators, should 
you need help. 

Then there's the fact that 
nothing gets attention like an 
international call. 

And when you get atten- 
tion, you get results.. fast. 

Calling adds a personal 
touch. An informal conversation 
lets you exchange ideas, 
persuade and convince. 

Get a quick decision. 
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can set you on the right track. 

You can clear up misunder- 
standings. And you can nego- 
tiate and close a deal before you 
say goodbye. 
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HOW CAN LESS 
MEAN MORE? 


By putting big copier features in a compact copier—Sharp's new SF- 760. 

The SF-760 gives you more performance in less space. 
Automatic features mean less waste and more efficiency. 
Less downtime and more productivity result from the 
SF-760's advanced self-diagnostic function 
Enlargement and reduction copying makes 
document handling more efficient. 
No more straining over fine print 
or fumbling with oversized 
copies 

Less really does mean more. 
Sharp and the SF-760 
compact copier make 
it make sense 





















Original Size Sensor 
automatically lists 
reduction possibilities 


Two-Mode 
Reduction/Enlargement 





Dual Cassette Feed 


eliminates frequent and bother- 


allows easier organization of 
different-sized documents—a 


necessity in today’s efficiency- 


oriented offices. 





making reduction 
copying simple 

and foolproof for 
everybody. 











some paper cassette 
"Wu replacement and 
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matic dual- 
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Waking up to Japan 


Economic Diplomacy Between the 
European Community and Japan 
1959-1981 by Albrecht Rothacher. 
Gower Publishing Company. £16.50 
(US$22.50). 


hankfully, the days when French 

president Charles de Gaulle dis- 
missed Japanese prime minister Haya- 
to Ikeda as a transistor salesman are 
over. Europe finally is waking up to the 
fact that economically it has fallen be- 
hind Japan and the United States and 
is in danger of being overtaken in some 
sectors by other up-and-coming Asian 
countries. 

This book begins at a time when 
Europe was still confident enough to 
feel that the rest of the world revolved 
around it — a time when Japan was 
seen as a developing country, earnest 
and hard-working perhaps, but not to 
be taken too seriously economically. It 
ends at a time when Europe’s smoke- 
stack industries are on their knees, a 
result of neglecting the challenge from 
Japan and Asia's newly industrialised 
countries. 

The author makes much of the divi- 
sion between “high politics” (the core 
national interests) and “low politics” 
(peripheral ones), and argues that rela- 
tions between the European Economic 
Community and Japan have been con- 
ducted at the bureaucratic level 
mainly with the goal of managing 
crises over issues of low politics such as 
quotas and tariffs. 

On the other hand, Japan's relation- 
ship with the US may not always have 
been smooth, but it has been firmly 
embedded in the high-politics bond of 
the US-Japan security treaty which so 
far has assured that the petty details of 
pounds of beef and tons of oranges 
never topple the common security in- 
terests of the two countries. Thus Japan 
is taken seriously in the US while in 
Europe it is only beginning to be. 

Rothacher shows that from early 
days there has been no unified EEC po- 
licy for dealing with Japan. EEC in- 
stitutions lack the power 
to implement and execute 
a truly European policy. 
The original six member 
countries and those who 
joined later usually fol- 
lowed their own policies: 
the British, until their 
withdrawal from East of 
Suez, still a power in the 
Far East, presumed some 
common regional strategic 
interests with Japan; the 
French, if we are to takede 
Gaulle’s memoirs seri- 
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ously, assumed that China, India and 
Japan would willingly follow the Gal- 
lic lead in world affairs; the Germans 
quietly plugged the virtues of free 
trade. 

By and large bilateral economic con- 
siderations were relegated to the back 
burner, to be dealt with by the Brussels 
or national bureaucracies. There were 
only a handful of influential voices in 
Europe with any appreciation of the 
changes taking place in the Japanese 
industrial structure (the shift from 
light to heavy industry) and the likely 
consequences for European competi- 
tiveness. 

Rothacher exonerates the Japanese 
from the frequently made charge that 
they deviously divide and rule in their 
dealings with the member states. He 
suggests that it is the countries them- 
selves which have forced the Japanese 
into bilateral deals, often with the 
tempting bait that such deals would be 
rewarded with the country in question 
speaking up for Japan at the communi- 
ty level. 

However, there are blinkers on the 
Japanese side as well. One of the 
strengths of the book is that it dis- 
proves Zbigniew Brzezinski's ludic- 
rous observation that the Japanese are 
better diplomats than the Americans, 
and, therefore, by implication that 
they understand the world and how it 
operates better than others. It was only 
in the late 1960s that the Japanese 
realised that the EEC was a paper 
tiger, hollow because of its inability to 
adopt and adhere to a common policy 

Unfortunately, the book's chronolo- 
gical narrative approach is unneces- 
sarily detailed and too often tips over 
into the banal and irrelevant. There are 
also too many acronyms and an over- 
abundance of footnotes — Chapter Six 
has 580 — which together with an un- 
attractive, irregular layout do not 
make for easy reading. However, a dry 
sense of humour is evident. It is in- 
teresting to know that prime minister 
Kakuei Tanaka had three portraits in 

his office: the Emperor, 
the Empress — and Ed- 
ward Heath! 
The book is especially 
& welcome because it dem- 
ponstraies clearly that un- 
less the EEC and Japan 
Si, can find issues of high 
— {8 politics on which to build 
a strong and deep relation- 
ship, Euro-Japanese rela- 
tions will remain bureau- 
cratic and continue to 
drift and lack definition. 
— DEREK MASSARELLA 
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Indias golden god 
of dance 


His Dance, His Life: A Portrait of Uday 
Shankar by Mohan Khokar. Himalayan 
Books. No price given. 

Uday Shankar: A Photo-Biography 
edited by Sunil Kothari and Mohan 
Khokar. RIMPA. No price given 


éB Bday Shankar, perfect and all- 
powerful master, governs some 

450 muscles of his body. Each one does 
exactly what he wishes it to from 
the calm thunder of his feet against the 
soil to the precise rhythms contradict- 
ing and reconciling themselves 
When the last bell of a bracelet is abso- 
lutely silent, accentuating the defini- 
tive gesture of an arrested finger — the 
silence, the sudden motionless stillness 
is that of the sky above the storms.” 

So rhapsodised Rene  Daumal, 
French Indologist and Sanskrit scho- 
lar, in August 1932 after seeing in 
Monte Carlo a performance by Uday 
Shankar, the “golden god" of Indian 
dance who 50 years ago captivated 
Western audiences and aroused inter- 
national interest in the rhythms of an 
ancient and ageless culture 

Following Uday Utsav, the Uday 
Shankar Festival held in New Delhi in 
December 1983, à number of publica- 
tions have been brought out to com- 
memorate the artist who at the height 
of his dazzling career was hailed as the 
avatar of Indian dance, a "Nataraj in- 
carnate." These two books trace the 
story of the dancer in near-mythologi- 
cal tableaux reminiscent of a vintage 
Shankar production 

Born on 8 December 


1900, in 


43 
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The name Carrian will go down 
in history as one of the great 
financial phenomena of the 

20th Century. Never has a 
company risen so high a and 
fallen as quickly asthis . 
Hongkong-quoted ope Ü 
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Southeast Asian story. It is a 
story which as yet cannot 

. be fully told as many 
matters are either before 
the courts or the subject of 
continuing investigation. 
In this brief volume two 
|. journalists who have 
J. followed the story X 

closely, Philip Bowring 
of the Far Eastern | : 
Economic Review and 

Robert Cottrell of the 

Financial Times, 
00051 A Outline Carrian's rise 
qi zz! and fall, and provide a 

Who's Who and What's What 
of the players in the drama. They use 
documents and press cuttings in addition to their own. 

words to describe the mood as well as the events of this remarkable saga. 
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would often V am š e ye amuse ue 
mother, enacting the mythological 
stories she had told him. l 


in Bombay then at the Royal College of 
Art, London, Shankar was drawn back 
to the world of dance when Pavlova, 
returning um tour. of the East, in- 
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ing in sleazy Parisian cabarets 
ad once contemplating suicide. Then 
‘met Simone Barbiére, a French 


| pianist, who as “Simkie” was to be- | 


2 come his aD porem for almost 20 
j 2 S aS 1 : 








Press. No price given. 


phis is a re-issue of the 1966 ; English oa 
translation of Coedés’ Les Peuples | m 
de la Peninsule Indochinoise. Unfortu- | 
nately the translation of the. title is | 


misleading, as this concise. history 


covers neither insular Southeast Asia. 
nor the Malay peninsula. Title-wise. 
The Making of Mainland , Southeast. 


Asia, or The Making of Indochina, 
might have been more acceptable. 


(Throughout the book Indochina. is. 


used in its broadest sense, to refer to 
. Burma, Thailand, Cambodia, Laos and 
Vietnam.) | 
] rico aim is a nodes one: to pro- 
^ lines on which a future balanced his- 
tory of Indochina might be planned." 
He situates himself as a pioneer in 
largely unexplored terrain, emphasis- 
ing that he is clearing the underbrush 
for future scholars. His story, which he 
calis a "history of events," sticks fairly 
. closely to the chronology of reigns 
: and military campaigns. Chou Ta- 












-| Rabindranath |^ Tagore's 
‘After six years as an art student, first 








s s Indian. dancer Bae 
xar eking out a living per- 
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| The Maden: of Southeast Asia by | An ; 
«G. Coedes. University. of California 


‘an outline sketch indicating the | 





covery of his cultural roots and Helped 





staged a magnificent comeback when 
iis. Tandava Nritya opened. in Paris in 
1931 to rave reviews. 

Shankar's troupe, tid andluded 


his younger brother, Ravi, later to be- 
| come a famed sitarist, toured some 100 
«European cities before crossing to the | 
"United States where the applause was. 


even more deafening. Sponsored by 
Leonard Elmhirst, whó had financed 
Sriniketan 
project, Shankar established a dance 
school at Almora in India in 1940. — 





though the school attracted and 
fostered talent from all over the 
country, including a young dancer, 
Amala Nandi, who was to marry Shan- 


kar two years later, administrative and 


other problems forced its closure in 1944. 


. With tireless zeal Shankar ex-. 
perimented with new modes to give ex- 


pression to the daemon of dance that 
possessed him.. His incorporation of 
new tempos and techniques into tradi- 


| tional dance forms earned him the hos- 
tility of eritics who accused him of cor- 


rupting the classical purity of Indian 
dance. Undeter 


hankar continued 






to express in his own way what Tagore - 
had called the "exultant language of i 


hope and beauty." 
- The: implacable enemy. was cage ne 








nust c ver pe from mre fistory | to the 
beginning of the 20th century — as 
well as his refusal to delve into social 
or economic history, can make reading 
this book more of a chore than a plea- 
sure. Even his descriptions of the cul- 
tural attainments of succeeding king- 
doms and empires fail to excite the 


| imagination — despite their usefulness 


as a basic outline. His publishers also 


| have done him a disservice by failing to 


clean up rather stodgy translations 
and by not bothering to update place 
names. | 
This is ‘unmistakably a textbook — a 
fact that may discourage some readers. 
Still, Coedés" work is unique as a basic 
synthesis of the origins of both In- 
dianised and Sinicised Indochina — 
especially as a source on the pre-colo- 
nial period. His chapter on pre history 
is a particularly informative summary 


of the ethnic and geographic origins of 


1 this Fegion, or at least 
pee uh d about. 


aunch his dance company, Shankar 
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phy: "To him dancing was a kind of ri 
ligion — life itself.” 
Both. books contain a wealth ot 
lustrations, including a numbe 
sketches by Shankar. The "Por 
by far the more ambitious publ 
Although Khokar's near-ven 
for his subject is obvious in à 
every line, he does not entirely j 
over the flaws behind the n 
legend: the dancer's entangl 
and emotional dependence on a 
cession of women, the uncontr 
outbursts that sometimes led to 
cal violence, the naivety about wo 
S, that once caused him to 
mis: P s dud ur 
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digenous peoples seem to have sh 
the same lack of inventiveness” 



















andat sites in northern Vietnam. 

‘The climax of his history is the 13 
century. His treatment of the Mon 
impact on Southeast Asia as a m 
turning point for the Indianised sta 
helps to make the long successior 








The brief analysis of the rise 
Siamese power in Sukhothai and 
Mongol conquest of Pagan raises it 
teresting questions about the Tai ri 
lationship-. to the Golden Hord 
Coedés leaves such questions open for 
future historians to pronounce om, as 
he.does the puzzle of Angkor's sudden 
decline. 
As new scholarship on Southeast 
Asian history appears, one can expe 
to see a blurring of the lines 





influenced and Sinicised countri 
such as Vietnam. Greater ioia 
indigenous societies and languagi 
may modify his picture of Southea 
Asian culture; Or at least enable us. 








ne were not ean of ane elite, 
without a doubt Coedés has create 
framework from woe ali ott 
depart. OPHI 
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Malaysia's commodity exchange remains stultified by recent defaults 


Futures in doubt 


By James Clad in Kuala Lumpur 


ince defaults affecting nearly 

6,000 palm-oil futures contracts 

convulsed the Kuala Lumpur 
Commodity Exchange (KLCE) in Feb- 
ruary and March (REVIEW, 15 and 22 
Mar.), the Malaysian futures market 
effectively has come to a standstill. As 
one international trader contacted by 
the REVIEW bluntly put it: "Unless Ma- 
laysia's policymakers move soon to re- 


- store confidence, this market could be 


dead for a long time." 
By the end of June, average daily 


trading volume at Southeast Asia's 


first commodity-futures exchange ho- 
vered at a dismal 30 lots — spectacu- 
two- 


rent and potential users of the KLCE,” 
in the words of one government report 
prepared in April. There are uncon- 
firmed reports that Merrill Lynch of 
the United States has decided to pull 
out of the KLCE at a politic moment, 


while the REVIEW has learned that 


other international firms — such as 
E. F. Hutton and Berisford — have 
postponed plans to open in Kuala 
Lumpur pending an improvement in 
the trading environment. Of the ex- 
change's 26 floor members, 10 have 
been suspended since May. 

The sudden erosion of confidence 
comes as a bitter blow to a government 
that takes pride in its free-market 
orientation: while committed to com- 
modity-price arrangements as a way to 
stabilise supply and demand, Malaysia 
accepts the free market as the most ef- 
ficient way to determine prices. Work- 
ing closely with futures-trading spe- 
cialists, Malaysia's Primary Industries 
Ministry carefully fostered the KLCE's 
establishment in 1980; by early this 
year the hidebound fraternity of inter- 
national commodity traders had come 


- close to accepting the KLCE as an in- 


_ dispensable price indicator for palm 





— vil (Malaysia contributes about 60% of 
E global crude palm-oil production). 


Daily traded contract volumes had 


. reached 2,000 lots a day by early Sep- 


tember 1983 and rose even higher in 


. the first few months of 1984. Relying 


on this success, the government aimed 
to enlarge the KLCE's menu by intro- 
ducing futures contracts for Malay- 
sia's other mainline commodities — 
natural rubber and tin. For the latter, a 
Kuala Lumpur Tin Market, embracing 
both physical and futures trading in 


the metal, was seen as the next logical 
step (REVIEW, 29 Mar.). 

Although the rubber contract made 
disappointing progress after its debut 
in September 1983 (REVIEW, 29 Sept. 
83), the KLCE management and the 
government believed that procedural 
improvements in the contract size and 
a boost in world natural-rubber prices 
would lift thin trading (which for most 
months since September has not ex- 
ceeded 30 lots a day). The government 
held out inducements (such as a relax- 
ation of normal investment criteria) 
for international trading firms to in- 
corporate in Malaysia. Some (Merrill 





nikow, among others) took the plunge. 

The establishment of commodity-fu- 
tures trading in Kuala Lumpur was no 
mean achievement; apart from ex- 
changes in two South American cities 
(Rio de Janeiro and Buenos Aires), de- 
veloping-country commodity produc- 
ers usually must accept price determi- 
nation by their overseas, chiefly West- 
ern, buyers. By introducing a palm-oil 
contract the Malaysians served notice 
that they were not content to rely on 
consumer -convenient market mechan- 
isms. Even the dismal performance of 
San Francisco's Pacific Commodities 
Exchange (which during the 1970s also 
traded palm-oil futures) did not deter 
Kuala Lumpur, which was aided in its 
ambitions by Malaysia's control of the 
product: palm oil continues to play a 
major price-determinant role within 
the overall world vegetable-oil market 
(its current share is nearly 20%). 


The collapse of confidence following 
the defaults is therefore doubly galling 
to the government: Primary Industries 
Minister Datuk Paul Leong has 
worked hard to dispel perceptions that 
Malaysia's sole interest in the KLCE 
was to get a grip — maybe even a tight 
one — on palm-oil prices, pointing to 
the price-discovery function as an aid 
to plantations-crop planning and to 
the hedging function that futures trad- 
ing also permits to refineries and other 
suppliers. Still, “market-chokepoint” 
suspicions of the new exchange per- 
sisted in Europe, aided perhaps by Ma- 
laysia restricting its futures trading 
to Malaysian-sourced oil, and more re- 
cently by signs that the government 
seemed more anxious to keep palm-oil 
prices at artificially high levels than to 
agree to measures to cool an over- 
heated market. 

The February and March defaults 
came as no surprise in some quarters in 
the trading community or in the 
KLCE's underwriting sister institu- 
tion, the Kuala Lumpur Commodities 
Clearing House (KLCCH). Although 
most sources have probably vielded to 
a temptation to be wise after the event, 
a few were on the record six months 
ago as saying that the market's funda- 
mentals in December 1983—January 
1984 (a supply squeeze occasioned by a 
world shortage of vegetable oils) 
would lead to à speculative free-for-all 
where daring players with sufficient 
capital back-up could buy in short, 
corner the longs and drive prices up 
thereafter. 


happened — a result made all the 

easier, some quarters suggest, by the 
comparative inexperience of exchange 
and clearing-house officials and by the 
lack of broker solidarity to pre- 
serve the market's integrity rather 
than acting as a "button- man” (in the 
words of one floor dealer) for their 
clients 

It is difficult to review the lead-up to 
and aftermath of the defaults without 
passing mention of the character of the 
"daring player" who finally did 
emerge: Kentucky Fried Chicken 
franchise-holder and entrepreneur 
Loo Cheng Ghee guaranteed that the 
publie side of his gamble would be- 
come a media event. Loo made several 
emotional press appearances and paid 
unannounced calls on the KLCCH and 
KLCE. Throughout, he has volubly 
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complained that he is now greatly out 
of pocket (some quarters estimate by as 
much as M$46 million [US$19.8 mil- 
lion]), because of unfair treatment 
from virtually everyone connected 
with the management of the KLCE and 
KLCCH. Loo contends he is guilty of 
nothing more than a desire to make 
money, while the Commodities Trad- 
ing Act 1980 (which is the basic legisla- 
tion in this area) contains no offence of 
"excessive speculation.” 

"Speculative fever surging too far 
ahead of fundamentals ultimately 
[was] responsible for the collapse," 
said one international trader here, 
while a report prepared for the Com- 
modities Trading Council (CTC) 
attributed the blame to “uncontrolled 
selling” lifting current-month con- 
tracts in March “to a point where de- 
livery against all contracts appeared 
improbable.” 

A June report to the CTC by Com- 
modities Trading Commissioner Ismail 
Ahmad made it clear that he saw man- 
ipulative pressure as largely responsi- 
ble for the collapse. According to Is- 
mail’s and other reports made avail- 
able to the REVIEW, a local trading firm 
started the ball rolling by a vast (by 
KLCE standards) M$1.2 million pur- 
chase, allegedly on behalf of Loo on 17 
January. From that day until 10 Feb- 
ruary, the firm increased its near- 
futures buying to a point where it held 
36% of all uncovered positions. By this 
time, other traders were also making 
large purchases on account of a large 
individual buyer — widely believed to 
be Loo. 

By 22 February, KLCCH and KLCE 
officials realised one individual's pre- 
sence in the market had begun to affect 
"free and orderly trading." KLCCH 
executives argued that “a few traders 
were controlling prices," that liquida- 
tion of just a few traders' positions 
"would distort the futures price still 
more away from physical prices," and 
that the possibility of defaults was now 
on the cards. 

At a meeting that day between 
KLCE chief executive Syed Jabbar 
and KLCCH acting chief executive 
Ahmad Habib, it is said that one offi- 
cial suggested that the high level of 
speculation was “doing the market a 
favour" by letting futures prices "pull 
up physicals.” In response to fears that 
defaults might occur, the clearing 
house was asked to raise cover from 
members — something which it seems 
to have been slow to do, according to 
KLCE sources: the KLCCH moved 
only in late February and then de- 
manded increased margin cover from 
just one trader — Sakapp — a move 
later halted by court àction on the 
basis that it treated Sakapp invidi- 
ously. 

Nar and others have since fiercely 


criticised the decision to raise 
Sakapp’s margins, saying it caused the 
default it wes supposed to prevent. 
From another point of view, the deci- 
sion being applied to just one trader 
seems strange: under the present 
KLCE rules nothing could prevent a 
client from taking his business to 
another broker. 

According to notes of the 22 Feb- 
ruary KLCE/KLCCH meeting ob- 
tained by the REVIEW, one participant 
queried the prevailing consensus, ask- 
ing why “a market where one member 
controlled by one client holds 80% of 
net uncovered positions and sells 3,000 
lots within six days to depress prices 
by M$150-350 a tonne should not be 
seen as [being] in a crisis?" 


he first default, on 29 February, 

i occurred in this atmosphere; the 
circumstances are still not clear 

but in essence, Mathes & Porton Sdn 


Bhd, a Malaysian-owned commodities 
firm with Rotterdam connections, de- 


clined to close 761 contracts which it | 
said it had bought on instructions 
from a client, Sun Edible Oil Indus- 


tries. Sun disputed and still dis- 
putes — the order, After first refus- 
ing to register the disputed trade, the 
KLCCH later reversed its stand fol- 
lowing pressure from government 
quarters. Meanwhile, selling con- 
tinued by traders allegedly acting fo: 
Loo and meetings occurred between 
Leong, CTC chairman Tun Ismail Ali 


and KLCE/KLCCH executives from | 


1-9 March. 

The second default occurred soon af 
terwards, on 13 March, two days be- 
fore current-month positions closed 
Sakapp did not present demanded ad- 
ditional margin cover on that day and 
approximately M$26 million of its 
funds remain frozen in an escrow ac- 
count with the KLCCH. Over the next 


few days, six other KLCCH members 


also failed to provide margin cover and 
their trading accounts at the KLOCH, 
also remain frozen, Taken together 
with the 761:/contraets that Mathegde 
Porton declined to perform, the total 
number of contracts affected by the 
two defaults reached 5,911 

Since the defaults, a number of laws 
suits have been filed at the High Court 
in Kuala Lumpur; these turn on coge 
flicting claims of defamation by and 
against Loo, on actions for recovery of 
debt and on actions seeking to recover 
frozen funds at the KLCCH. Interest 
parties include Loo, the KLCE 
KLCCH, Sakapp (which is challengin 
the KLCCH's right to levy additio 
margins on individual members), Is- 
mail Ali and the Palm Oil Refiners As- 


sociation of Malaysia (Poram) acting ^ 


on behalf of buyers affected by the 
Mathes & Porton default. 


But apart from the complex litiga- — 


tion — which may take years to con- 
clude — what steps can be taken by the 
authorities to breathe life into their 





once promising institution? A special 
CTC task force to study the KLCE’s 
malaise first met on 27 April and has 
now prepared a report for presentation. 
on 10 July. The Review understands 
that far-reaching changes to the rules 
of the KLCE, to the powers of ex- 
change officials and to the 
modities Trading Act itself will be 
proposed. “Piecemeal alterations will 
not be successful in reviving confi- 
dence after such a disastrous event,” 
said a task-force working document, 


| "particularly that of potential interna- 
| tional users [of the KL CE]. 


The task force will report on de- 
ficiencies of existing KLCE rules: 
under its mandate the KLCE is armed 


with various provisions to stop market . 


threaten 
but it does 
unlike 


developments that might 
"fair and orderly trading," 
not at present have the T bus 


exchanges elsewhere, to appoint asub- 


Coti- 





^ «eet 


"2*6 aM" 


committee of members with no interest 

in the dispute at hand to deal with ur- 

gent issues, nor are there current rules 

specifically addressing the problem of 
"excessive speculation." 

Although provisions for suspension 
of trading exist, in many observers' 
views these are too vague; most inter- 
national traders contacted by the 
REVIEW strongly believe the collapse 
could have been avoided, even in late 
February, by an immediate cessation 
of trading after the Mathes & Porton 
default. Unfortunately, sources say, 
even if the will had been present to stop 
the trading, the rules would have ham- 
pered quick implementation. The task 
force will recommend redressing this 
deficiency. 

Other task-force recommendations 
are for better "limit moves" (that is, re- 
strictions on price movements within a 
set trading period); enforceable mini- 
mum capital requirements to protect 
both traders (from client defaults) and 
the clearing house (from traders' de- 
faults); stricter daily trading limits 
(that is, on the number of daily lots 
[each lot is of 25 tonnes of palm oil] one 
trader may trade), and revised “posi- 
tion limits" to limit exposure by any 
one trader. If the task-force report is 
accepted and incorporated into legis- 
lation (expected at the October session 
of parliament), the CTC will become 
more of a watchdog of the exchange 
- than it is now, with Leong gaining 
"significant new powers," according 
to a reliable source. 

Most of all, a CTC source told the 
REVIEW, the task force will make it 
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clear that the exchange must have a 


better idea of where the KLCCH 
"guarantee" of trade stops and starts 
— a point that caused considerable 
confusion during the collapse. "Many 
people believed the clearing house 
could guarantee all trade on the floor, " 
commented one broker — a belief 
strengthened by the KLCCH's habit of 
issuing registration notices before re- 
ceipt of traders' deposits. 

"We learned too late that the 
KLCCH guarantee extends only to 
covering floor members on their mar- 
gins," the broker said. This perception 
of the KLCCH role extended to the 
KLCE management; a source at the ex- 
change showed the REVIEW a copy of a 


Fertility wrongs 


It appears Chinese food output is suffering as a result 
of inappropriate application of one type of fertiliser 


By David Bonavia in Peking 


(o cda un fertiliser experts are 
concerned that China is neglecting 
and to some extent spoiling its arable 
land by applying too much nitrogenous 
fertiliser in relation to potash. Chemi- 
cal fertiliser is in short supply in 
China, and imports are distributed in- 
ternally through the Ministry of Com- 
merce, which seems determined to ig- 
nore scientists' advice, some experts 
claim. 
Chinese experts are aware of the 
roblem. Prof. Lin Bao, director of the 
ertiliser research unit at the Academy 
of Agricultural Sciences in Peking, has 
X said in a recent paper that “the average 
efficiency of applied nitrogen de- 
creased by 63% from 1958 to 1982." 
The per-unit yield of rice compared 
with per-unit application of nitrogen- 
ous fertiliser fell in the same period 
from 16.5 to 10.1 units of rice. In some 


parts of the country, overall crop yields 
are actually diminishing because of in- 
correct fertiliser application. 

The short-term solution is to step up 
inputs of potassium-based fertiliser. 
China's production is still rather small 
— a mere 29,000 tonnes in 1983. By 
contrast, the country produced more 
than 11 million tonnes of nitrogenous 
fertiliser and 2.67 million tonnes of 
phosphate. 

China currently imports about 1 mil- 
lion tonnes of muriate of potash, but its 
real needs are calculated at some 5 mil- 
lion tonnes, according to Dr H. R..van 
Uekull, a fertiliser expert resident in 
Singapore. Figures published by the 
United Nations Food and Agriculture 
Organisation in Rome show China as 
the world's No. 1 consumer of nit- 
rogenous fertilisers and third-largest 
consumer of potash, but only 13th 





"CNET SURED ES ZTE: 
letter from Jabbar stating the KLCE 
board's decision that “as a matter of 
principle, the KLCCH must automati- 
cally register all contracts executed on 
the floor of the exchange and guaran- 
tee the financial performance.” 

The REVIEW understands that the 
task force — which consists of 
KLCCH, KLCE, brokerage and CTC 
representatives — has also looked 
closely at trader-monitoring proce- 
dures in other commodity exchanges, 
such as unannounced checks of brok- 
ers' books and tighter financial report- 
ing requirements. 


ther commodity exchanges be- 
QC: the KLCE have suffered 
abrupt losses of confidence, of 
course: the Paris white-sugar market 
blew out in 1974 in a speculative 
whirlwind and the aftermath of ,the 
1980 Bunker Hunt affair at the New 
York silver market plagues. that ex- 
change to this day. Closer to Malaysia, 
Sydney's live- cattle contract fell inta 
disfavour in 1982 after suspected man- 
ipulation; unfortunately, none of these 
markets managed to restore confi- 
dence overnight and all the traders 
contacted by the REVIEW, foreigners 
and Malaysians alike, believe the 
KLCE may not have an easy road back. 
While in superficial respects the 
KLCE's problems may resemble those 
afflicting other commodity exchanges 
at various times, in some observers' 
view the recent defaults and their af- 
termath reveal a curious government 
reluctance to intervene, not found in 
other situations. To some extent, these 


among consumers of potassium fer- - 
tiliser. While China consumes nearly 
12 million tonnes a year of nitrogenóus 
fertiliser, its input of potash is less 
than 400,000 tonnes, or considerably 
less than that of India (622,000 tonnes), 
especially considering the different 
population sizes. 

A potash plant is being constructed 
in Qinghai province which should dou- 
ble national output in its first stage, to 
be completed by 1987. The country's 
first large compound fertiliser plant, in 
addition, is being built in Lucheng 
county, Shanxi province. The coal-fed 
plant is expected. to be producing 
900,000 tonnes a year of nitrophos- 
phate from 1987. 

Increase in output of fertilisers is 
foreseen as a result of the merging in 
1983 of major petrochemicals plants in 
a state corporation with functions 
similar to those of a ministry and 
answering directly to the State Coun- , 
cil. Previously, petrochemcials plants 
came under the authority of three dif- 
ferent ministries — those of chemicals, 
textiles and oil. The corporation now . 
controls five .chemical-fertilisers 
plants. 

Total Chinese output of chemical 
fertilisers hit 13.7 million tonnes in 
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sources say, the politicians' hesitation 
to meddle in what is supposed to be a 
self-regulating market is laudable — 
yet, paradoxically, swift government 
intervention in other crises, as in the 
Paris sugar-market collapse, saved a 
market from disarray before matters 
got locked into the law courts. 

Some brokers privately complain 
that the country's political leadership 
should have taken a closer interest in 
the problem; holding Poram to the 
compulsorily arbitrated, post-default 
contract price (which, though dis- 
pleasing defaulted buyers, still gave 
them a modest profit) might have pre- 
vented a court injunction that froze 
KLCCH funds: without the clearing 
house trading-account monies, pay- 
outs in connection with an out-of- 
court settlement became extremely 
difficult. Reliablesources say minister- 
ial involvement, other than by Leong, 
was minimal; nor was a complaint 
made at any stage to the three-man 
statutory Commodities Trading Tribu- 
nal set up under the 1980 law. 

Although the option of quick reme- 
dial action now lies behind the govern- 
ment, the task-force report obviously 
rests on the assumption that Malay- 
sia's bold commodities-futures experi- 
ment is not beyond salvage. Recent 
government statements suggest that 
the political will is there to push 
through reforms. Leong told the 
REVIEW on 2 July: "We are determined 
to revive the KLCE and will base our 
action on the task-force report." In the 
meantime, the paralysed market can 
only wait — and hope. o 





1983, nearly double the figure for 1982. 
But the emphasis is still on nitrogen, 
ammonia, urea and phosphates. Fer- 
tilisers are in short enough supply in 
the rural areas to fuel a black market 


among peasants. Fertilisers distri- 
buted by the state often find their way 
onto free markets at a stiff mark-up — 
an illegal practice. Fertiliser is also 
used as a currency to finance other 
“backdoor” deals involving foodstuffs 
and consumer goods. 


. 





POLICIES — - 


Dying for a loan 


A spate of business failures worries many in Thailand, though 
itis not caused solely by current credit restrictions 


By Paisal Sricharatchanya in Bangkok 


mounting spate of Thai business 

failures since the end of 1983 — in- 
volving small and medium-sized es- 
tablishments engaged in general trad- 
ing, plus some manufacturing firms — 
is raising concern in some quarters 
here that the government's collection 
of tax revenue may be adversely af- 
fected and that layoffs, particularly in 
the industrial sector, may lead to 
labour unrest. 

Most of the failures so far have been 
confined to small and medium retail 
and wholesale enterprises in a wide 
variety of goods and services, both in 
Bangkok and in up-country provinces. 
Other sectors which have been ad- 
versely affected include construction, 
textiles and garments and pharmaceu- 
ticals. Large corporations, however, 
have remained unaffected. 

The exact extent of the apparently 
growing string of bankruptcies is dif- 
ficult to gauge. According to Com- 
merce Ministry figures, some 410 firms 
of various types formally registered 
cessation of operations during the first 
four months of this year, nearly double 
the number in the corresponding 1983 
period. 

Set against the registration of some 
4,077 new firms over the same period, 
which is only marginally lower than 
the number in the same 1983 period, 
this year's failures should not have 
sparked alarm. However, knowledge- 
able sources told the REVIEW that the 
official bankruptcy figures do not re- 
present the true picture since it is a 
common practice in Thailand for many 
failed business operators to disappear 
without bothering to register closure. 

Piecing together information from 
various sources in the marketplace, the 
REVIEW understands that the bank- 
ruptcy problem is fairly widespread 
and appears to be on the rise. At 
Bangkok's main  textiles-trading 
centre, Sampeng, more than 20 
wholesalers, mostly medium-sized but 
including a few large companies, have 
closed shop, leaving behind nearly 
Baht 1 billion (US$43 million) in bad 
debts. 

Scores of small knitting plants and 
some garments factories on the out- 
skirts of Bangkok have also ceased 
operation. Meanwhile, some pharma- 
ceuticals plants have gone under and 
many construction firms are said to be 
in a shaky financial position. While the 
circumstances of one failure may well 
differ from another, the question of il- 
liquidity has emerged as a common 
factor behind most of «the bank- 





ruptcies. Although a government-in- 
stituted restrictive monetary policy is 
now commonly blamed for creating the 
current unfavourable conditions, sev- 
eral other negative factors outside the 
government's direct control have in- 
flicted an equally, if not more serious 
adverse impact. 

For an extended period since the col- 
lapse of several finance companies in 
the final quarter of 1983 (Review, 3 
Nov. '83), Thailand's overall financial 
structure has undergone a series of 
major changes, all of which have put 
an increasingly tighter lid on the sup- 
ply and circulation of funds — both in 
the official system and in the under- 
ground money markets 

Officially, the banking system 
(whose combined outstanding lending 
stood at Baht 401.6 billion at the end of 
1983) and the finance-companies sec- 
tor (roughly one-fifth the size of the 
banking system), constitute the main 
sources of funds. However, various 
channels in the underground money 
markets — illegal trust firms, private 
money lenders and the widely popular 
chit-fund pools — traditionally have 
accounted for another large chunk of 
funding for private commercial needs. 
Carrying interest rates which on aver- 
age are substantially higher than those 
charged by banks, but more accessible 
than institutional sources of credit, the 
underground markets have in the re- 
cent past become a major source of 
funds for small and medium-sized en- 
terprises. The phenomenon is hardly 
surprising given their poor credit rat- 
ing in the banks' eyes and their inabil- 


| ity to borrow overseas 


Howes the underground markets 
were dealt a serious blow by the 
crisis in the finance-companies sector. 
Perhaps more importantly, an abrupt 
change of strategy by the Bangkok 
Bank in December 1983 from an 
over-lent position throughout that 
year to one of credit-tightening — sent 
ripples through the general business 
community. Overdraft credit lines, 
which were abundant in 1983, were 
abruptly cut and, given the Bangkok 
Bank's roughly 30% market share 
here, many businesses, particularly 
smaller enterprises, stiddenly found 
themselves scrambling for cash 

A chain reaction from the sharp con- 
traction of funds in effect sounded a 
death knell for the underground 
money markets. This in turn Jed to seri- 
ous cash-flow problems and, eventual- 
ly, insolvencies. According-to one in- 





Thai textiles worker; Sommai: ‘business failures are a natural phenomenon.’ 


formed banking source, numerous 
chit-fund pools in at least 30 pro- 
vinces, or two-fifths of the country, 
collapsed as organisers and partici- 
pants fled the scene after failing to 
fulfil their commitments. 

In the final analysis, many of the 
bankruptcies were caused primarily 
by unscrupulous management. Those 
affected are understood to have main- 
tained high gearing (debt-to-equity) 
ratios of 3:1 or more. Importers who 
rushed to build up inventories at the 
height of the baht-devaluation specu- 
lation in the final quarter of 1983 have 
also been bearing the brunt of high in- 
terest costs. 

But few have fully understood or are 
prepared to accept the realities. As 
such, the bankruptcies have prompted 


widespread public criticism against | 


the Bank of Thailand (BoT — the cen- 
tral bank) for imposing the controver- 
sial order to limit commercial banks' 
credit expansion in 1984 to 18% 
(REVIEW, 1 Mar.). Ignoring the fact that 
the order was introduced in January — 
or at a time when the underground 
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— opponents have been charging that 
the current unfavourable conditions 
are the outcome of the central bank's 
policy. 


here is no question that several sec- 

tors have been adversely affected by 
the credit-squeeze policy. Sales of con- 
sumer durables such as electrical 
appliances and vehicles have plunged 
dramatically this vear. Several large 
condominium and multi-purpose com- 
mercial-complex projects which were 
initiated in 1983 are now shrouded 
with uncertainty. Importers are find- 
ing it extremely difficult to obtain 
bank financing. But these are specific 
areas in which the government would 
like to see heavy cutbacks in its 
broader attempt to restore the coun- 
trys economic and financial stabil- 
ity. 

On the extensive business failures, 
senior central bank officials are adam- 
ant that the 18% credit-growth limit 
has little direct bearing. Nonetheless, 
the officials conceded that the direc- 
tive was indirectly abused by some 


large banks to justify credit cutbacks 


The BoT talks tough 


Thailand’s central bank governor comes down hard 
on what he regards as imprudent lending practices 


here is no love lost between Nukul 
Prachuabmoh, governor of the 
Bank of Thailand (BoT — the central 
bank), and his counterparts in the 
commercial-banking system here. 
Publicly, bankers have voiced cautious 
support for the restrictive monetary 
policy which has been in force since 
late 1983 as part of the official attempt 
to restore Thailand's economic and fi- 
nancial stability. 
But in private, the 18% credit-ex- 
pansion limit for this year, which was 
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ordered by the central bank in 
January, has been criticised by some 
who feel that a more effective method 
of scaling down banks’ credit would be 
through the use of pricing mechanisms 


| rather than a quantitative restric- 


9 PT 


tion. Unlike other measures to limit 
imports and bolster the baht, which 
were introduced late last year, the 18% 
ruling was pushed through by the BoT 
without consulting the banks. 

On the other side of the fence, Nukul 
probably has an even harsher opinion 
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to certain sectors in their overall con- 
solidation efforts after the inflated 
lending growth of 1983. This explains 
why the central bank, in a 19 June di- 
rective to banks, introduced a new 
system of selective credit-control by 
clearly spelling out areas of priority 
which are entitled to maximum bank 
funds as well as undesirable areas 
wherein banks must exercise restraint 
(REVIEW, 5 July). "Banks or their 
branches now no longer have any ex- 
cuse to reject loan applications from 
the priority sectors,” commented a 
senior central banker. 

The spate of bankruptcies is raising 
concern in some quarters, both official 
and private, that unless the trend is ar- 


result may represent a potential politi- 
cal problem. The retail-trade sector is 
a fairly large employer, but labour en- 
gaged in this field is widely scattered 
and virtually. unorganised. Therefore, 
labour unrest, if there is going to be 
any, is likely to emerge from the man- 
ufacturing sector. 

Meanwhile, some analysts do not 
foresee that the current rash of failures 


of the banks. In an interview, he 
charged that some of the larger banks 
were imprudent in 1983 in their haste 
to expand lending, which among other 
things contributed to an overheated 
economy and a burgeoning trade de- 
ficit. 

"It is clear to us that some large 
banks lacked sufficient prudence and 
professionalism. Branch managers, in 
their effort to meet steep head-office 
lending targets, resorted to setting up 
dummy clients to receive loans, which 
in turn led to a proliferation of the 
underground money markets," he said. 
In an apparent reference to some debt- 
ridden countries in Latin America, he 
noted: "Not only can excessive exter- 
nal debt bring a country's financial po- 
sition to shambles, excessive bad debts 
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industrial sector or large corporations. 
They say the general financial and 
business communities have now be- 
come extremely cautious, particularly 
with regard to debt management. 
Nonetheless, current conditions are 
likely to be reflected in lower corpo- 
rate earnings this year, which in turn 
may adversely affect the government's 
tax collection in 1985. One opposition 
MP already has predicted that the gov- 
ernment's fiscal 1985 revenue target 
will fall short by as much as Baht 10 
billion. 

But central bank and Finance Minis- 
try officials are inclined to play down 
any potential adverse impact. Com- 
menting on the business failures in a 
recent TV interview, Finance Minister 
Sommai Hoontrakul said they amount 
to a natural phenomenon in a free-en- 
terprise economy in which only the fit- 
test survive. 

BoT governor Nukul Prachuabmoh 
said in an interview: “If you have to 
choose between the prospect of letting 
some small factories go under and the 
potential situation of Thailand plung- 
ing into financial chaos like certain 
other bankrupt countries such as the 
Philippines and then facing the pros- 
pect of hundreds of thousands becom- 
ing jobless, which would you prefer?” 
Apparently frustrated by the unrelent- 
ing public criticism, Nukul said the 
current economic and financial belt- 
tightening is both necessary and in- 
evitable to restore stability as well as 
to preserve the country’s favourable 
credit rating. 

Given its positive results in à macro- 
economic context, the 18% credit- 
limit policy (under the amended 19 
June directive) is likely to remain in 
force. From a record-high Baht 89 bil- 
lion in 1983, Thailand's trade deficit 
during the first five months of this year 
was cut back to Baht 31 billion and the 
full-year deficit is unofficially pro- 
jected at Baht 71-72 billion. Inflation, 
meanwhile, is expected to remain 
within 3.5-4*5. o 


within the country itself could also 
trigger a downfall.” 

Riding on the back of economic re- 
covery in 1983, banks substantially ex- 
panded credits to an unprecedented 
level. Reversing the trend in previous 
years, their total net foreign liabilities 
in 1983 actually rose by more than 
US$600 million. This indicated that 
the banking system resorted to heavy 
foreign borrowings after exhausting 
once-plentiful domestic liquidity early 
in the year. 

In a gesture typical of his no-non- 
sense character, Nukul called on the 
banks to break away from the preoccu- 
pation with furthering their own in- 
terests and those of affiliated groups 
and to become more responsible to the 
public. — PAISAL SRICHARATCHANYA 
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Japan's outward urge 


Tokyo h 


to leapfrog current developments by participating 


in a US programme for the commercialisation of outer space 


By Robert Manning in Washington 
apan is moving towards making a 
US$1 billion-plus commitment to 

take up United States President 
Ronald Reagan's invitation to partici- 
pate in the planned US-manned space 
station, a move that probably will 
propel Tokyo to the forefront of 
futuristic-sounding new areas of high- 
technology — the commercialisation of 
outer space. 

In his State of the Union speech in 
January, Reagan directed the National 
Aeronautics and Space Administra- 
tion (Nasa) to develop a “permanently 
manned space station, and do it within 
a decade." Reagan's decision — over 
the objections of the Pentagon, budget 
advisers and intelligence officials — 
entails spending at least US$8 billion 


argue © will 


which critics 
rationalise an increase 
dwindling budget. 

Explaining the rationale for the 
space station, Reagan said: “A space 
station will permit quantum leaps in 
our research in science,-communica- 
tions and in metals and life-saving 
medicines which can be manufactured 
only in space... Space holds enormous 
potential for commerce.” Inviting the 
participation of US allies, he added: 
“We want our friends to help us meet 
these challenges and share in the bene- 
fits. Nasa will invite other countries to 
participate.” 

Following this speech, US officials 
launched a hard sell to generate en- 
thusiasm for the project. In mid- 
March, Nasa chief James Beggs visited 
Europe, Canada and Japan to drum up 
support. Well-placed official US 
sources told the REVIEW that during 


' 


simply 
in Nasa's 





a meeting with Beggs, Japanese Prime 
Minister Yasuhiro Nakasone told him 
that the space station was “a tremen- 
dous programme" and that he wanted 
Japan to participate. A State Depart- 
ment official told the Review that 
Japan “has an eye on the potential of 
the commercialisation of space, and is 
also into the intangibles — the impor- 
tance of being a leader in the interna- 
tional space programme.” 

The commercialisation of space is an 
area of high technology in which the 
US has a leading edge, and where, as 
one US official explained, “the Japan- 
ese are feeling they have missed the 
boat, and now they want to leapfrog 
the technology and catch up.” The 
Reagan administration views the space 
station as one of several initiatives to, 
as Reagan put it, "promote private- 
sector investment in space. " 

Nasa already has signed agreements 
with at least 15 US companies to facili- 
tate research and development in po- 
tentially commercial products made in 
space. In July, after an initial delay of a 
month, the first private-sector as- 
tronaut, a McDonnell Douglas Corp. 
engineer, was due to go aboard a US 
space shuttle with a commercial 
payload — an experiment with micro- 
gravity research aimed at producing 
pharmaceuticals which could cure dis- 
eases such as cancer and diabetes more 
cheaply and effectively than those that 
could be produced on earth 


apan has cooperated with Nasa since 

1978, when an agreement involv- 
ing Japan's Space Activities Commis- 
sion, an advisory commission which 
oversees space activities of a number of 
government agencies and Nasa, was 
signed. The accord allows collabora- 
tive research in a variety of areas be- 
tween Nasa and its Japanese counter- 
part, the Japan National Space Deve- 
lopment Agency (Nasda). This is the 
main body implementing Japan's 
space activities, such as exchange of 
satellite data and spacelab-science 
studies. Nasda is negotiating with 
Nasa to send up its own payload spe- 
cialists to conduct experiments for the 
development of commercial products 
in space. 

The Japanese commitment to the 
space station, according to both US 
and Japanese official sources, is €x- 
pected to be a laboratory module with 
an anticipated cost of about US$1.5 
billion. According to a Nasda docu- 
ment on the space station obtained by 
the REVIEW, the module, which would 
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be attached to the space station man- 
ned by a six- to eight-person crew, 
would be used to develop materials- 
processing technology, one of the key 
areas where profitable commercialisa- 
tion of space is expected. The process- 
ing of materials in a gravity-free envi- 
ronment produces larger and purer 
pharmaceuticals than are obtainable 
on earth. Other areas of materials 
processing under development include 
crystalline growth, which may pro- 
duce ultra-pure semiconductor crys- 
tals for use in super-fast computers. 
This, Nasa sources say, “could lead to 
another computer revolution." In ad- 
dition, materials processing that could 
produce light-metal alloys and im- 
proved fibre-optics are also in the re- 
search-and-development stage. All of 
these areas are listed in the Nasda 
document. 

US firms already are devoting in- 
creasing portions of their research- 
and-development budgets to such re- 
search. The multinational 3M Co., 
which earlier this year signed a 
memorandum of understanding with 
Nasa, is devoting about US$400 mil- 
lion of its 1984 research budget to 
space projects. The company hopes to 
develop organic crystals with en- 
hanced properties for thin-film re- 
cording tape. The agreement will allow 
3M free flights on the space shuttle as 
well as closer coordination of mat- 
erials-processing research among the 
firm, government and universities. 

In Japan, Keidanren, the powerful 
Federation of Economic Organisa- 
tions, has been involved in studying 
the potential of space with government 
agencies. Mitsubishi has formed an 
eight-company consortium interested 
in Japan developing a laboratory mod- 
ule to use the space station. This con- 
sortium has. been lobbying the 
Nakasone government to make a 
budgetary commitment to the com- 
mercialisation of space. 

According to Nasda sources, though 
Nakasone is an enthusiastic backer of 
the project, there have been budgetary 
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concerns and bureaucratic in-fighting 
over which department would ad- 
minister the project. But a Japanese of- 
ficial told the REVIEW that money is ex- 
pected to be allocated by the next fiscal 
year, beginning 1 April 1985. 

US officials have asked both Nasda 
and the European Space Agency (ESA) 
to respond to Reagan's invitation by 
the end of this year. US diplomats had 
lobbied for such an announcement at 
the London economic summit in June 
but, despite rumours that Nakasone 
would take this initiative, the space 
station was mentioned in the summit 
communique only in passing as some- 
thing that each country “will consider 
carefully." 





In fact the whole concept of the 
space station, as well as international 
participation in it, remains at an em- 
bryonic stage. A State Department of- 
ficial told the REVIEW that, in the near 
future, Washington hopes to sign a 
tripartite agreement with Nasda and 
ESA detailing the terms of coopera- 
tion. The Reagan administration is 
currently in the midst of formulat- 
ing its commercialisation-of-space 
policies, which the White House is ex- 
pected to unveil shortly. Aside from 
the new industries which it is hoped 
will be developed, Nasa plans to coop- 
erate with the private sector in 
privatising satellite launching and 
other satellite-related activity. 





N^ held meetings attended by Ja- 
panese officials in Washington on 
21-23 June to discuss the range of issues 
involved in participation in the space 
station. According to Nasa officials, 
plans for the space station are in the in- 
itial phase of discussion of the design, 
which is expected to be completed by 
1987. Nasa hopes to open bidding with 
US aerospace firms for the design con- 
tract in July and to begin awarding 
contracts by April 1985. A State De- 
partment official commented: “The 
sooner Japan decides to participate, 
the more input they will have in the 
construction and design of the space 
station.” 

ESA proposed on 27-28 June, at a 
meeting of its executive council, a 
US$220 million plan to participate in 
the US space station. The plan is con- 
ditional on Nasa allowing ESA respon- 


Now to build a consensus 


Japan is ready to invest in the initial stages of the space 
programme but must rally various interest groups 


By Hikaru Kerns in Tokyo 


Ithough there are doubts about the 

commercial returns from Japan’s 
participation in the United States—led 
space-station programme, the Minis- 
try of Finance (MoF) probably will ap- 
prove funds for at least the initial 
phases of the project. A firm decision, 
however, is not expected until the end 
of this year, later than the US would 
like. Government agencies connected 
with the space programme are at- 
tempting to make it a so-called Na- 
tional Project by involving as much of 
private industry as possible and at the 
same time placing a greater share of 
the financial burden on the private 
sector. 

Estimates of total costs to 1992 for 
full Japanese participation range from 
¥300 billion (US$1.28 billion) toY400 
billion. The current annual budget for 
all space programmes is about X110 
billion. The MoF is said to be reluctant 
to write a long-term programme into 
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the budget this year, but it is appa- 
rently ready to appropriate the initial 
“seed money” for information sharing 
and various start-up costs. The US 
clearly would prefer Japan to make up 
its mind earlier. But it may take longer 
than this year’s budget cycle for Ja- 
panese ministries to reach a consensus 
on how much they eventually want to 
commit. 

One argument for participation 
being put by advocates is that, given 
the race to develop frontier technol- 
ogy, Japan cannot afford to take the 
view that the project might fail. In 
other words, a space-base project 
would probably be rejected this year in 
view of the government’s budget re- 
straints, if the project had to stand on 
its own merits. But since the US and 
possibly other technological com- 
petitors are going ahead, it is argued 
that Japan has to keep pace. 

Another motive — usually not ex- 
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cess to the entire space-station system 
and a guaranteed role in the operation 
of the station by European crew mem- 
bers. These conditions hint at negotia- 
tions to follow. Japan may propose 
similar terms. 

But it is still not clear what degree of 
cooperation will materialise between 
the US and Japan on the space station. 
Basic issues include what access Japan 
` will have in the space station, whether 
the Japanese will permanently man the 
station and whether they will partici- 
‘pate in the construction of the core 
space station or merely attach their 
laboratory module to it. 

Some US officials say that the envis- 
aged relationship will be more akin to 
an office building where rent is paid 
for Japanese modules, in the same way 
as companies rent an office suite. 
Under such an arrangement, fees 
would also be charged for other ser- 
vices from the US-manned facility, As 
experiments in the module would in- 
volve proprietary information, it 
would remain exclusively for Japanese 

use. 

The Nasda document obtained by 
the REVIEW does, however, confirm 
that Tokyo has been studying a range 
of other uses of the space station. These 
include an astronomical-observation 
system with a sub-satellite platform 
equipped with precision instruments 
such as an infra-red telescope, X-ray 
telescopes and a cosmic-ray analyser. 
Other scientific projects studied by 
Tokyo include a life-science experi- 


pressed publicly — is that Japan has to 
participate, simply for prestige. This 
may be the most powerful reason for 
the government's probable support of 
the project, in view of its acute concern 
with international status. 

The National Space Development 
Agency (Nasda) is trying to maximise 
its base of support and to make the 
project less costly to the government 
by inviting the help of industries not 
usually associated with space pro- 
£rammes. It is promoting cooperation 
between industrial groups as well as 
within them. Nasda has already asked 
eight firms, which represent different 
industrial groups, to execute “require- 
ment contracts" at a nominal fee in 
order to have the basic conceptual and 
research areas mapped out. These 
eight include Nissan, Toshiba, 
Ishikawajima-Harima, Nippon Elec- 
tric and Hitachi. 

Two of the industrial groups, Mit- 
"subishi and Mitsui, recently an- 
nounced that they would establish re- 
search institutes specifically for the 
development of technology suitable for 
a space station. Software will be 
stressed, in addition to the formal ob- 
jectives of materials processing and 
biotechnology. It is intended that re- 








mental module and a space-energetics 
and environment laboratory to con- 
duct a range of experiments. Among 
these are the tracking and orbit deter- 
mination of satellites, space lasers and 
other functions relating to the control, 
servicing and repair of Japanese satel- 
lites and sub-satellites. 

There also are a number of potential 
commercial activities involving satel- 
lites such as remote sensing, which can 
take photos of the earth for use in 
forestry, agriculture and mining, as 
well as satellite telecommunications. 
Together with activities such as mat- 
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sources will be drawn from a wide var- 
iety of companies within the groups, 
including banking, steel, electrical and 
chemical. 

Still, plans remain at an early stage. 
One space-industry expert said: “No 
one really knows what can be done, or 
what to expect.” One company which 
will benefit immediately from acceler- 
ated research is  Ishikawajima- 
Harima, which has been designated 
prime contractor for materials process- 
ing in connection with a 1988 launch- 
ing by the US. 

Nasda will receive the bulk of the al- 
lotted government funds, but the Edu- 
cation Ministry and the Ministry for 
International Trade and Industry are 
also involved in  budget-request 
negotiations. The former runs the In- 
stitute for Science and Space Technol- 
ogy and usually receives about 10% of 
the space budget. The latter receives 
much less, but its voice is influential 
because it is supposed to be consider- 
ing future commercial potential. With 
so many interested parties involved — 
including Prime Minister Yasuhiro 
Nakasone and other parliamentary 
figures — the consensus-building in- 
evitably will be that much more time- 
consuming. 
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mining, the potential for the 
commercial €— of space has 
been estimated by some analysts as 
something like a US$100 billion indus- 
try of the future, believed by some to be 
viable by the end of this century. 

Thus far, it appears that Nasa's 
space station will be a civilian opera- 
tion. In a recent Tass article, the Soviet 
newsagency charged that Japan's dis- 
cussions with Nasa are related to Ja- 
panese involvement in Reagan's so- 
called Star Wars space-based anti- 
missile defence plans. Both Nasa and 
Pentagon officials quickly dismiss 
such allegations as baseless. But Nasa 
is maintaining an active liaison with 
the US Air Force space command and 
the US Navy space command to insure 
that the space station's design is not in- 
compatible with future possible mili- 
tary uses of the station. 












asa officials told the REVIEW that 
dialogue with the Pentagon is sim- 
ply routine inter-government communi- 
cation, and that the space station is an 
entirely civilian affair. It is true that 
some future space products — particu- 
larly enhanced fibre-optics and new 
space-made semiconductors for use in 
super-fast computers — would have 
potential military uses. But Tass’ 
charge that the station is "the Penta- 
gon's space base" appears far-fetched. 

US officials say that, with regard to 
scientific research, there might be 
close cooperation in space station-re- 
lated experiments, but that in com- 
mercial matters, the US-Japan re- 
lationship is likely to be similar to that 
between the US private sector and the 
space station. Current Nasa policy is 
that private firms may enjoy a free ride 
on the space shuttle, for example, and 
similarly free use of the space station, 
but only until products become com- 
mercially viable. At that point, com- 
panies will pay a fee to Nasa based on 
an agreed formula involving the 
weight and length of a payload 

Despite the bilateral enthusiasm for 
the manned space station, some 
analysts argue that research and ex- 
periment on the commercialisation of 
space could be conducted more 
cheaply and, perhaps, even more effi- 
ciently on unmanned space labora- 
tories using robotics. An analyst at à 
prominent consulting firm here told 
the REVIEW, however, that in experi- 
ments thus far on the spacelab, the 
number of manned interventions in the 
process suggest that robotics would 
not work as well. 

Asked how likely it was that Japan 
would soon formalise its commitment 
to the space station, one Nasda official 
told the REVIEW that it was 80% cer- 
tain. A State Department official in- 
volved in the negotiations with Tokyo 
remarked: "The train has so much 
speed now, it would be very hard to de- 
rail. Japan wants to buy into this hi- 
tech future. " oO 
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tanio aiperdtt: factory: in Baridung In 
many respects it symbolises the debate 
on dualism which, significantly, was 


| developed in Indonesia, first by the 


Dutch economist Boeke (writing in the 
colonial era), and later by professors 
Benjamin Higgins and Mohammad 
Sadli during the 1950s. 7 

For a visitor coming by road from 
Jakarta to the factory, on the outskirts 
of the capital city of West Java, Ban- 
dung, the contrast is quite vivid — 
through the satellite town of Cimahi, 
one of .the most densely populated 
areas on earth, to the modern, well- 
equipped and spacious Nurtanio fac- 
tory. 

It is through projects like Nurtanio 


| that Indonesia seeks to become a tech- 
| nology leader in the Third World. Ban- 
dung. long regarded as the leading. 
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donesia's hi-tech centre. 

Nurtanio’s growth has been spec- 
tacalar. It was established in 1976 with 
a workforce of 500 to assemble 
helicopters and fixed-wing aircraft 
under licence from West German and 
| Spanish companies. In 1979, a licence 
to assemble the French Puma helicop- 
ter was obtained. But the biggest step 
came later in the year, with the estab- 
lishment of a 50:50 joint venture with 
the Spanish firm. CASA, to jointly 
manufacture “the CN235, a short- 
takeoff, 35-seater aircraft. The first of 
these rolled off the assembly line in 
September 1983 amid a blaze of pub- 
heity. Its first test flight was success- 
fully completed on 30 December 1983, 
and it is currently undergoing certifi- 
cation with the United States Federal 
Aviation Authority. Agreements with 
several other companies, including the 
American helicopter firm Bell, have 
been signed. Also, Nurtanio is now 
negotiating with Boeing to manufac- 
ture [Opp on à SHPCOBMASHIE 
basis. á 

The. Nurtanio Necora appears very 
impressive: Jp to the end of 1983, 123 
aircraft had been delivered. Its work- 
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pected to reach 13,000 by 1986. Ex- 
pressions of interest for the CN235 
have been received from Japan, Fin- 
land and Singapore. And the company 
claims to have earned a profit of US$10 
million since its establishment and to 
have achieved 90% local content in its 
share of the joint production facilities. 

How does one assess Nurtanio and 
similar projects? The first point to em- 
phasise is that many of the alleged 
benefits are difficult to quantify and 
that complete financial data are not 
publicly available. 

The project has engendered immense 
national pride. which cannot easily be 
incorporated into conventional econo- 
mic analysis. Apart from this, it is 
being justified on two main grounds: 
first, that Indonesia is a huge ar- 
chipelago, which requires . efficient - 
inter-island transport. As Habibie said 
in a speech in 1983: "Given Indonesia's 
size and composition and the need to 
strengthen political integrity and to 
develop a unified national economy, 
the whole transportation sector is... a 
natural vehicle for Indonesia's trans- 
formation.” The second main justifica- 
tion is the widespread belief that, even 
though Indonesia is a poor country, it 


| Is imperative to develop a technologi- 
cal capacity now. Otherwise, the argu- 


ment goes, Indonesia will be forever 
left, behind. in. an era of rapid 


technological dévelopment. 


But these justifications leave many 
questions unanswered. On the pro- 
ject's profitability; it is generally ac- 
cepted that the US$10 million figure 
excludes capital costs. These are likely 
to be substantial. It ís estimated that 
the plant's fixed-and working capital 
total almost US$300 million. Allow- 
ing any reasonable return on c apital, 
the project must be substantially in the 
red. 


here are two further financial con- 

siderations. The first is that most of 
Nurtanio's customers have been: gov- 
ernment entities or state enterprises. 
For example, the armed forces and 
Pelita Air, a subsidiarv of state oil cor- 
poration. Pertamina, are prominent 
among them. In the same way that 
intra-firm international trade can be a 
puzzle for.taxation authorities, it is 
notoriously difficult to determine the 
real level of profits on intra-govern- 
ment transactions. Moreover, domestic 
buyers may not import aircraft unless 
they àre able to convince officials that 
Nurtanio cannot id their Exe: 
















ject through the provision of addi- 
tional subsidies, quite apart from di- 
rect budget support. Other studies of 
Indonesian state enterprises have re- 

vealed that such subsidies — in the 
form of loan subsidies and guarantees, 

provision of land (Nurtanio actually 
occupies land attached to the Bandung 
airport complex), and so on — can be 
very substantial. 

The arguments concerning technol- 
ogy transfer are equally difficult to as- 
sess. Infant industry-type justifica- 
tions, in the form of “moving up the 
learning curve,” are frequently ad- 
vanced. But whether such a quantum 
jump into one of the most advanced- 
technology industries can be justified 
is another matter. The plant's local- 
content ratios are increasing, but it 
should be noted that the 90% figure re- 
fers only to the aircraft frame, which is 
Itself. manufactured from imported 

eeting. (Therein lies one 
i , plant's salvatións, to the extent 
that it remains prim rily an assembly 
operation.) It is also interesting to note 
that, whereas elsewhere in the econ- 
omy the government is promoting sub- 
contracting as a means of technology 
transfer, the entire Nurtanio operation 
is in-house. 
No one can deny the impórtance of 
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an efficient inter-island transport in- 
dustrv in Indonesia. But whether this 
requires a domestic transport-man- 
ufacturing industry is another issue al- 
together. The main danger is that, just 
as the plans to develop a fully integrat- 
ed steel industry and a cotton-growing 
industry in Indonesia threaten the via- 
bility of downstream, generally 
labour-intensive users, so the domestic 
aircraft industry may escalate trans- 
port costs, in conflict with the original 
objective. 

These hi-tech pr ojects need to be as- 
sessed in the context of Indonesia s 
current development strategy. They 
occur at a crucial period in the coun- 
trv's industrialisation. The easy stage 
of import substitution has now been 
largely completed. To maintain con- 
tinued rapid growth, it may promote 
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its export of labour-intensive 
factures, and follow the route 
Asian newly industrialised eoun 
(NICs) and “near-NICs,” or it may a 
tempt to develop new import-suB 
stituting industries which are more 
capital- and skill-intensive. 

Both options may be pursued co 
currently. But the real question is 6 
of emphasis. At present, Indonesia's 
manufactured exports, especially of 
the labour-intensive type, are minus: 
cule. (For example, its per-capita-e 
ports of manufactures in 1982 were 
less than one-tenth those of the Phiip 
pines and about 3% of Malaysia s.) 

With a workfore 'e certain te grow. 
about 2.5% a year for the rest.of t 
century, what priority should be 
tached to capital-intensive t 
which are not based on in 
abundant supply of natural: 

Discussion concerning in 
hi-tech industries and the role - 
state enterprises. may play in ti 
development is not new. Like the d 
bate between the technocrats and Fi 
tamina in the mid-1970s, it is 
tinuing theme in Indonesia's econor 
history. How the current debate is t 
solved is likely to have | profound i i 
cations for the country's develop: 
for the next decade and beyond. 
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A rudderless drift — 


Recession and lack of an overall 





government strategy 


have eroded private-sector investment in Indonesia 


By Susumu Awanohara in Jakarta 


pev capital investment co- 
ordinating board (Badan Ko- 
ordinasi Penanaman Modal, or BKPM) 
has announced a drastic decline in pri- 
vate-sector investment in the first 
quarter of this year, just when the gov- 
ernment is hoping for a substantial in- 
crease for the just started fourth five- 
year plan which runs to 1988-89. Op- 
timists feel that the drop in investment 
is partly cyclical and partly a result of 
changed priorities of some foreign in- 
vestors. But many observers insist that 
various government departments are 
sending the wrong signals to potential 
investors and no one is formulating an 
overall strategy. 

According to the latest BKPM fig- 
ures, applications for domestic capital 
investment company (PMDN) status 
dropped by about 30% to Rps 1.1 tril- 
lion (US$1.1 billion) and for foreign 
capital investment company (PMA) 
status by 90% to US$49 million in 
January-March against the 1982-83 
first-quarter averages. In the first 
quarter of this year, only seven new 
PMDNs worth Rps 22.6 billion were 
approved, against the 47 projects 
amounting to Rps 185.6 billion a year 
earlier. There was no PMA project ap- 
proval, in contrast to 11 project ap- 
provals worth US$1.19 billion in 
January-March 1983. 

BKPM figures are notoriously arbi- 
trary and not all domestic private-sec- 
tor investors have applied for PMDN 
status which, like PMA status, came 
with tax concessions until recently. 
But there is no question that invest- 
ments are down dramatically. Also 
disturbing is the fact that many invest- 
ments made in the past year or so were 
made either under duress (notably Ja- 
panese investments in car and motor- 
cycle engines), or with a government- 
guaranteed captive market (industrial 
instruments to be used in public-works 
or power-generation projects). 

Optimists caution against over- 


| reaction. The primary reasons for the 


downturn in investment are recession 
and the abolition of investment incen- 
tives under the new tax laws, effective 


, 1January, which caused a great rush of 


applications in late 1983, the optimists 
say. They also point to the reduced ac- 
tivity of the Japanese (the biggest 
foreign investors here if the oil sector, 
which does not come under BKPM 
jurisdiction, is excluded), who are hav- 
ing to take their capital increasingly to 
the United States and Europe to re- 
‘duce trade frictions. 

After all the griping, the investors 


will admit that the returns on their 
capital as well as risk in Indonesia are 
particularly high and that, in the long 
run, the withdrawal of fiscal incen- 
tives, notably tax holidays, should be 
offset by the new lower corporate tax 
rates. 

In relaxing the myriad controls and 
regulations, the government has ad- 
monished the public not to harbour 
prejudice against non-indigenous 
businessmen so that the local Chinese 
with large investment funds will be en- 
couraged to commit them to produc- 
tive activities. The optimists also 


speculate that more domestic investors 
are now bypassing BKPM, which has 
practically been deprived of its only 
leverage — the power to approve tax 


incentives — and contrary to its pur- 
ported objective, only adds to bureau- 
cracy and red tape. In fact, some see the 
BKPM announcement as a ploy to re- 
gain at least some of its lost position. 


ut there are many pessimists, too, 

who feel that unless some govern- 
ment body defines national priorities 
and coordinates the various depart- 
ments, investments will fall far short of 
the amounts required to achieve the 
targeted 5% annual growth in gross 
national product during the current 
five-year plan. 

The plan calls for total investment, 
public as well as private, of Rps 145.22 
trillion in 1984-85-1988-89, or a 
growth rate of 19.1% a year, and given 
that the government's development 
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e past, 
ment will have to grow 21.4% every 
year. Net inflow of capital will be re- 
strained by large outflows for debt ser- 
vicing. One consequence is that domes- 
tic non-government savings will have 
to grow by a whopping, and probably 
unrealistic, 32.6% a year. 
Recession may be the principal cul- 
prit behind the investment slump but 
businessmen, particularly manufac- 
turers, claim general recovery will not 
restore their corporate health or desire 
to expand investments. In the absence 
of a reliable supply of high-quality 
electricity by the state, many major 
manufacturers have been generating 
their own power and have been hit by 
drastic increases in oil prices for three 
consecutive years, as the government 
cut oil-price subsidies. The continued 
slide of the rupiah against the US dol- 
lar, even after 1983's 27.6% devalua- 
tion, has forced many big investors 
with dollar liabilities to cover against 





exchange losses, further raising their 
costs. 

There is a real concern among major 
investors requiring foreign inputs that 
the tax authorities cannot quickly es- 
tablish a system of prompt refunding 
of import duties charged on capital 
goods — a system essential to the suc- 
cess of the new value-added tax, effec- 
tive 1 December 1985. (Under the new 
law, there is no longer any exemption 
for capital-goods imports.) Failure to 
establish such a refunding system 
could mean enormous additional costs 
to investors requiring large equipment 
and having long gestation periods be- 
fore production and sales begin. 

It may be that withdrawal of tax 
holidays was necessary for the recent 
sweeping tax reform (REVIEW, 1 Dec. 
83) and will not, in the long run, affect 
investment. But in the short term it 
certainly will have a negative effect, 
reducing profit expectations and 
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favourable or confusing signals com- 
ing from various government 
branches. 

Already, the expectation that plant- 
ations will become one of the growth 
sectors has been punctured by specula- 
tion that investors in this sector will 
have to accommodate ‘and virtually 
subsidise smallholders. Talk of im- 
port-tariff reduction coming from the 
technocrats, though the policy is un- 
likely to be implemented vigorously, is 
frightening to investors who have 
taken for granted Indonesia's large 
and highly protected domestic market. 

Foreigners are particularly worried 
about the apparent rise of economic 
nationalism as manifested in the con- 
troversial counter-purchase policy 
(which requires that foreigners win- 
ning large government contracts must 
import equal amounts of Indonesian 
products), tough measures to raise 
domestic content of projects, or discus- 
sions to ban imports and start domestic 
production or assembly of sophisti- 
cated products, notably personal com- 
puters. Ginanjar Kartasasmita, the 
junior minister for the promotion of 
domestic goods — a newly created 
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As an election looms, debate centres on the health 
of New Zealand's highly regulated economy 


By Linda Sanders in Wellington 


W hichever party wins power after 
the 14 July snap election in New 
Zealand faces an unenviable task of 
managing the economy. For though the 
country has enjoyed a mini-boom and 
buoyant stockmarket over the past 
year, it remains precariously position- 
ed. Negative factors area large govern- 
ment deficit, rising overseas debt, up- 
ward market pressure against offi- 
cially controlled interest rates and 
now, with the election looming, specu- 
lation of another devaluation of the 
New Zealand dollar. 

Heavily reliant on pastoral com- 
modities for the bulk of its export 
earnings (wool, meat and dairy pro- 
ducts still make up two-thirds of ex- 
port receipts), New 
Zealand's recent eco- 
nomic stimulus has 
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ment, at about 100,000 (including 
those. on government-sponsored 
schemes), remains at high levels, 
though somewhat lower than the peak 
of a few months ago. Inflation cur- 
rently stands at 3.5%, largely thanks to 
the wage/price freeze which was intro- 
duced in 1982, though in February 
prices and rent controls were eased 
somewhat. 

But it is concern about the future 
level of inflation which is at the centre 
of the electoral debate. Forecasts for 
this calendar year range from about 
5% to as high as 10%. The future 
course of inflation largely depends on 
how the economy is controlled over the 
coming months. Labour is promising, 

in the mould of Aus- 
è tralian Prime Minister 

Bob Hawke's Labor 


post — and the State Secretariat, | derived more from i government, a sum- 
where he has an office, are consider- | within the country mit-type meeting of 
ed the main proponents of this nation- | than from overseas, major groups including 


alism, but similar pressures also come 
from the Manpower Ministry. Man- 
power Minister Sudomo has been re- 
patriating illegal foreign workers and 
has just introduced a ruling which will 
almost certainly make hiring of expat- 
riates more difficult, not only for 
foreign-investment companies but for 


Traditional exports, for 
example, are not fetch- 
ing significantly great- 
er prices than they 
were prior to the inter- 
national economic re- 
covery. In the past year 
or so the country's 





unions and employers. 
It has also indicated 
tax relief for low- and 
middle-income earners, 
as well as promising to 
"open the books" to re- 
veal the "true" state of 
the economy. 


all other domestic organisations. terms-of-trade index For its part, Na- 
has improved from 72 tional talks of further 
to 76. During the 1972- tight control of the 


No» is coordinating. BKPM is too 
preoccupied with its own identity 
crisis. The technocrats, most of whom 
are trained in economic theory, dem- 
onstrate the traditional lack of under- 
standing for the world of business 
while the nationalists are not seriously 
questioning whether their case really 
serves the broad national interest. As 
one foreign banker noted, if the gov- 
ernment has decided, after proper 
thought, not to depend on foreign in- 
vestment, or private-sector investment 
generally, the decision should be re- 
spected. But in fact the government 
wants such investments, yet is send- 
ing out discouraging signals. 

Indonesia is not as. short of funds as 
Brazil or the Philippines, where in- 
vestors are closing up or pulling out 
because there is not enough foreign ex- 
change to import capital goods, parts 
and components or raw materials. But 
few Indonesian officials, if any, are 
aware that many foreign investors 
would gladly be bought out by their 
local partners if the price were right, 
this banker said. The local partners 
seldom have the cash, however, so the 
foreigners stay on, minimising addi- 
tional investment. 
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73 boom, this index 
rose from 95 to 125. 

The snap election 
campaign could end up 
in a fight about what the campaign 
should be about. While opposition 
parties, especially Labour, are focusing 
on what they claim is the National 
Party government's poor economic 
performance, Prime Minister Sir 
Robert Muldoon has declared it will be 
fought on the leadership qualities of 
the two main protagonists. 

After giving a low-key opening ad- 
dress, Muldoon stored up ammunition 
for his first main speech — which coin- 
cided with Labour leader David 
Lange's opening — to announce a 
major policy change. This is to replace 
the direct government subsidy pack- 
age to farmers, known as Supplemen- 
tary Minimum Prices, by grants to the 
major primary-producer boards which 
will then administer distribution. 

The National Party’s main thrust is 
to make claims about how its economic 
policies are succeeding. These are, 
naturally, being disputed. However, 
the economic problems facing the 
country are fundamental. Unemploy- 
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Kiwi-fruit Bun: higher fax liability. 


economy, a wage-fix- 
ing policy which it 
has been negotiating 
for two years — and à 
fundamental change in unionism, in- 
troducing single-workplace unions 
rather than the current industry- and 
trade-wide unions which can result in 
a multitude of unions represented in 
any one workplace. 


A central feature of National's anti- 
inflation policy concerns interest 
rates. While the parties are not an- 
nouncing policies which are too speci- 
fic, National has indicated that it will 
continue to maintain a low interest- 
rate policy, even if this requires further 
regulation. Meanwhile, Muldoon, who 
is also minister of finance, has again 
tightened bank lending. forcing banks 
to invest even more heavily in govern- 
ment securities. There are currently 
regulations in force restricting lending 
rates and deposit rates as well as 
mortgage charges. 

These efforts to control lending and 
inflation seem self-defeating to some 
economists in view of the government's 
high budget deficit, which for the fis- 
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irently running at NZ$1.2 billion 
rit is ssorecas to rise 2 to or 8 billion 


Vi nee overseas debt £t outstrip 1 rises 
exports and improved tourism re- 
ipts. Total overseas debt is running 
lion and rising. 





and had agreed to borrow 
Y 00 billion (US$421.9 million) from a 
group of Japanese banks, the largest 
loan ever from Japan. The new loan 
vill partly replace existing loans fixed 
at higher interest rates. It is not yet 
clear what proportion of the loan rep- 
esents new indebtedness. New Zea- 
has now agreed to borrow 
: PEOR billion on the international 













year ended in June, against a 


nainly because increased imports 
oreign interest payments di- 
d gains in export proceeds 
ere realised despite declining 





ced to revise all its projected 
; foreign-exchange receipts 
ayme nts. 


us sually poor cotton crop, Which in 
irn was cited as the cause of a decline 
n exports from the original projection 
of US$2.8 billion to US$2.7 billion. 
The cost of imports also was expected 
to be less than the original projection 
of US$6.4 billion, at US$5.98 billion, 
wing to a lower-than- -expected in- 
'ease in import prices. But the trade 
eficit rose to US$3.3 billion compared 
| US$2. 99 billion in 1982-83. ~ 
'eurrent-accouünt deficit of the 
ce of payments was smaller dur- 
g the last quarter of 1983 than in the 
lous three quarters, owing mainly 
lower net payments under services 
ansactions; but the trade deficit con- 

j t lalance-of-payments 
) ies eem be pace ee the atten- 

E Pa istan’ nie plan 















e whe en it \ was last in power during E 
early 1970s. The external deficit is- 




















is tan faces a bolance-of-tilymeisis | 
t of US$267 million for the fis-_ 


s of US$698 million in 1982-83. | 


gn-exchange reserves are also es- 2 
ed to have fallen by US$267 mil- 


yolumes. The government has | 


icalary np pular in recent times 
| have been the interest-rate. controls 
and higher potential ta liabilities on 
various investments such as kiwi-fruit 
farms and commercial property. The 
removal of major tax-shelter attrac- 
tions for high-earning professionals 
has led to a slowdown in growth in var- 
ious alternative investments. 
However, Labour, for its part, lost 
points in its handling of the devalua- 
tion crisis, causing confusion within its 
own ranks over its stance. Fears of a 
Labour victory at once prompted 
speculation of a devaluation following 
the snap election announcement. 
While the opposition initially claimed 
indecision over what its policy on de- 
valuation was — it finally said it 
formed no part of present policies — 
there was major panic in the foreign- 
exchange market, resulting in Reserve 
























ble“ particularly with cotton again 
being exported. 

. Finance Minister Ghulam Ishaq 
| Khan claimed in his budget speech on 
14 June that next year Pakistan will 

"recover the ground lost in the current 
[fiscal] year. because of adverse wea- 
ther" and "regain our long-term 
growth path." The government has set 
a gross domestic product growth-rate 
target of 8.5%, though growth for the 
buo ended on 30 June is estimated at 

5.1%, down from a target of 6.4%. Of- 
ficials are optimistic about the pros- 
pects for agriculture and higher 
growth is expected in the industrial 
sector after the completion of the mas- 
sive Pakistan Steel Mills project at 
Karachi, scheduled for early 1985. 

The past six months, however, repre- 
sent a serious setback for the Pakistani 
economy, which had maintained 
favourable overall growth for the pre- 
ceding six years. Official estimates put 
inflation at 9.6%, up from 4.9% during 

1982- 83. The large growth in money 




















































































TRADE BALANCE 


( US$ million, current — 
prices) 


1976-11 
1977-18 >: 
1978-79 
1979-80 . 

1980-81.  . 

.[1981- 82. o 

1982-83 

id 1983- 284 (est) 
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Thereis now a slowi 


| iti may make ite essen- 
tial, in view ot the country's high de- 
ficit and debt. 

A devaluation also would now be 
that much more costly. Apart from the 
forward cover which the Reserve Bank 
would have to pay (after intervening), 
the country’s overseas reserves were so 
heavily depleted by the rush for 
foreign exchange that the government 
was obliged to draw down NZ$45.5 
million of its reserve tranche with the 
International Monetary Fund. It also 
admitted borrowing additional funds, 
short-term, overseas — perhaps hun- 
dreds of millions of dollars, according 
to one estimate. 

Economically, then, the devaluation 
scare is expected to lead to a big in- 
crease in the external deficit. But.a 
positive rate of gross domestic product 
growth is expected for at least another 
year. |. p 











supply in 1982-83 aitas 26. 3%), at- 
tributed to an unanticipated accumu- 





lation of external reserves, was some- 


what brought under control i in the first 
nine months of 1983- 84 (July 1983 to 
March 1984). 

Monetary expansion recorded dur- 
ing the period was 8.1%, down from 
18.5% for the comparable period a 
year earlier. But much of the excessive 
liquidity growth of the past fiscal year 


came during its final quarter, with the 


result that price pressures at the begin- 
ning of this year were somewhat great- 
er than usual. Although the official 
consumer-price index shows a fall in 
prices of certain essential commodities 
towards the end of the year, indica- 
tions are that the rise in inflation has 


. not yet been checked and the inflation- 


ary trend is likely to continue. 

The value of the rupee reached a new 
low of Rs 13.92: US$1 in May, com- 
pared with Rs 9.90 in January 1982, in- 
dicating a depreciation: of more than 
40% since the rupee was delinked from 
the dollar and floated against a basket 
of currencies. Managers of the cur- 
rency float obviously were influenced 
by the strength of the US dollar on in- 
ternational markets. 

The expected decline in remittances 
from Pakistanis overseas did not 


_ materialise during the past year; there 


was an increase of 5% in US dollar 
terms during | the first half of 1983-84. 
down of remit- 
r stani workers 
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enwas the last time 


you hada choice of 
sleeping arrangements? 





Only Philippine Airlines offers you a choice of 
sleeping arrangements when you fly First Class on board 
our all-747 services to North America and Europe. 

We were the first airline to offer 14 full length 
Skybeds in our private Cloud Nine bedroom. Skybeds 
that are certified for landing and takeoff, and assure an 
uninterrupted rest all the way to your destination. 

Now, you have an additional choice of sleeping 
arrangements. New luxurious Siesta Seat recliners for 
those who prefer to move around between snoozes. 


Asia’s first airline. | 


i 2 m ‘ 
Skybeds* or Siesta Seat® recliners available on a first 


As the first Asian airline to fly | 
America and to Europe, we know how to | 
with the total comfort you expect when flying | 
on a long journey. Now with an exclusive 
sleeping arrangements. 

Next time you fly First Class to North Ame: 
Europe, book your preferred flying and slee 
arrangements with Philippine Airlines’ all-747 sei 
the l LS. West (oast and the majo capital J E 


There has never been a better choic 


me, first-served Dasis whi 


SIEMENS 


Tailored Technology. 


The correct combination of product and know- 
how. That is, a universal range of standard 
products backed by wide experience. 

For over a century, we have worked in close 
cooperation with customers to evaluate their 
needs and we continue to create tailored solu- 


tions together, in 123 countries, every day. 


An example from Asia: 

Siemens has supplied and installed vital 
electrical equipment for the Hongkong 
Underground. A train every 2 minutes 
means current demand is high: 
extra-large conductors ensure that it is 
met. And on the open-air sections 

of the system, the strain imposed 

by typhoons of 260 km/hr velocity is 
countered by a specially robust mast 
and cantilever construction. 


4 Ifyou want to know more about 
w Siemens and the part it can play in the 
$ realization of your electrical engineer- 
ing requirements, write to: 
Siemens AG, P.O.B. 103, 
D-8000 Munich 


Power engineering by Siemens 
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MINOLTA 


Taiwan 
Hong Kong 
Singapore 


See the EP4507 at these Minolta subsidiaries and distributors: 
Santa Office Machines Corp. NFI 75, Sec. 4, Nanking E Road, Taipei Indonesia 
Phone: (02) 715-5001 india 
Minolta Hong Kong Lid. 67-71 Chatham Road South, Oriental Centre, Kowloon 
Phone: 3-676051 Pakistan 
Minolta UT (Pia) Ltd. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 563-553 Bangladesh 


. Malaysia 
^. Thailand 














The Minolta EP450Z gives you 781 zoom enlargement/ 


reduction possibilities. 


There are many things that are abso- 


lutely astounding about the Minolta EP450Z, 


the world's first compact-sized plain paper 
copier with automatic zoom enlargement/ 
reduction. 

The first thing you'll notice is that the 
EP450Z—unlike conventional reduction/ 
enlargement copiers which usually offer a 
choice between two reductions and one 


enlargement—aliows you to pick any of 781 


magnification ratios between 0.640X and 


1.420X with which to enlarge or reduce your 


original's image area. Think what this 
means! Now you can take the finest engi- 


neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
size you wish. And, conversely, you can take 
oversized originals and size their image areas 


down to the precise oy dimensions you 
require. 


City Marketin Sanaian Berhad Lof 3, Jalan 223, Petaling Jaya, Sel angor 
Phone: 577476 

Technical Supply Co., Lid. 1808-1812 Kosemrat Pre ad Bongkok ptr 
Phone: 391-0215, 252-9155 ~ 7, 233-2064 ~ 5, 392-7412 

TOPROS inc. Topros Bidg. Banawe Cor. Atok St, Quezon City, Metro Manila 


Mie Phone; 49-4921 







New Zealand. Viko Holdings Ltd, MSI Bldg. Cnr. Aliter Pass and Nugent Str, P 


Australia 


The EP450Z also offers two. automatic 
selection capabilities. Automatic Magnifica- 
tion Selecion chooses the exact magniica- o5 
tion ratio required according to the sizeof the - 
original in use and the size of the copy paper. 
you're using. Automatic Paper Size Selection: 
chooses the most appropriate loaded paper 
size according to the magnification ratio 
you've selected and the size of the original in 
use. Both of these automatic selection funt- o7 
tions speed copying and reduce the time and - 
paper wasted in making copying errors. 
.. For a vivid demonstration of the 
incredible EP450Z, bring some outrageously. 
difficult originals along to your nearest | 














Minolta office products dealer and make 
copies—in any sizes—to your hearts 
content. 








. MINOLTA CAMERA CO.. LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Mochi,  Higoshi-Ku, Ganka 54, Jüpon 


PT Perdono Nirwana Abadi Co. 878. H, Krokot Raya, Jokarin Pua 
Methodex Systems Pvt. Ltd. 607-8 Méghdoot 94 Nehru Place, New Dell 
Phone. 682475, 682476 

Allied Equipment Lid. First Moor, Neison Chambers, 1.1. 
GPO Box GBO, Karachi--] — Phone: 214827 

Brothers international Ltd. GPO. Box 767, Adamiee Cour 15-120, 


Phone SESAON 


Ghundngar Re 


Montifheel CA, Dacca Phone: 232293 


Auckland 3 — Phone: 705-294, 706-705 
Océ Reprographics Lid. 89 Tulip SL, Cheltenham, Melb. 3192 






Asia 


Asia houses over half of mankind. Everyday events are 

--. happening here that not only shape Asia's future but af- 

_ fect the entire world. Asia 1984 Yearbook covers these 

events, compiles analyses and interprets them. No 

- businessman can afford to ignore them. Nor can any 

.. executive or scholar or anyone who has dealings with 

=> Asia. Decide for yourself whether any other single 

-.' medium puts the economic, social and political realities 
~ > of Asia at your fingertips as does the Asia Yearbook. 














Now In Its 25th Edition 

he Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia 
hould have on the bookshelf. 


The Asia 1984 Yearbook includes two new chapters in 
<- the Special Section, namely Commodity Futures and 
<- Asian activities at the United Nations. You will find fami- 
- lar chapters and features as well: a Regional Round-up, 

The Power Game, Population & Food, Development 
— Banks, Asian Finance, Asian Investment, Energy, Com- 
<< modities, Aviation, Shipping, Trade & Aid, West Asia, 
<<- South Pacific and Asian Organisations. 

The main body of the book contains chapters on 31 
. countries. Each is divided into 3 sections — Political/ 
- Social Affairs, Foreign Relations, Economy/Infrastruc- 
= ture — ranging from Afghanistan through China, to 
*: Korea and Japan, down through the Philippines to Aus- 

-tralia and New Zealand, and then back to Pakistan via 

India, Indonesia, Singapore and Malaysia. 

As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 

Politics and Social Affairs, Foreign Relations, Economy 

and infrastructure. The Yearbook gives you localised, 

first-hand information on everything from market poten- 

tial and population trends to foreign aid involvements 
= and social and | cultural RAIRE, ran section has 


minus the mystery, 
minus the myth: 














Yearbook 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Danje 


Please rush me copy/copies of the Asia 1984 Yearbook as 


indicated. | enclose a cheque/postal order for... 
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Asia 1984 Yearbook (Soft Cover) 

Price: HK$150/U8$19.95/£13.00/M/8$42.50 each 

No. of copies |... 13 by surface [i by airmail’ 
Asia 1984 Yearbook (Hard Cover! 

Price: HK$180/U5$23.95/£15.90/M/8$50.00 each 


No. ef copies «= by surface L3 by airmail’ 
"For airmail delivery, please add: HK$45/US$6/£4/M/S$13.50 per 
copy 
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@ ONE might have thought that 
Hongkong .deposit-taking company 
(DTC) Bumiputra Malaysia Finance 
(BMF) had so disgraced itself over the 
past coupleof years that it would now 
like to appear squeaky clean. But that 
is apparently not the case. Perhaps it 
is in the nature of government-con- 
trolled and -funded institutions to hit 
back against critical auditors know- 
ing that. no auditor, not even one of 
the Big Eight, is oneer than a gov- 
ernment. 

The war of words which ius broken 
out between Touche Ross and the 
chairman of BMF (the Hongkong 

i of Malaysia’ s Bank 
: rer BMF's accounts for 
. 1983 is. worse than unseemly. It will 
"inevitably — whatever the specific 
rights and. “wrongs — not enhance 
Bank Bumiputra's reputation. And it 
casts more questions on the role of 
Hongkong's Office of the Commis- 
sioner for Deposit-Taking Com- 
panies, a department whose incom- 







|. petence has become legendary in fi- 


nancial circles. 
. BMF chairman Datuk Mushir 
- Ariff, in a nine-page statement, has 


endeavoured to rebut the long list of | 
qualifications which Touche Ross 


- placed on the accounts. In brief, these 


were that prior to the appointment of | tem. 


the present board not all aspects of 
significant transactions were re- 
| flected in the books and records; that 
|. in the auditors’ opinion BMF was for 


| a time in breach of Section 24A of- 


Hongkong's Deposit-Taking Com- 
panies Ordinance; that they were un- 


able to satisfy themselves that two .. T] ecl nie 






specific transactions were p; 


reflected in the accounts, and that been trans d to the r 
| BMFE's loan b book; which at. end. 1982 


evidence of parent-company support 
had not yet been received. 

Some of the points of disagreement 
— notably over the question of 
parental support — seem to relate to 
petty problems of timing: documen- 
tation not being ready in sufficient 
time to meet the 30 June deadline (six 
months after year-end) imposed by 
the DTC Ordinance. Others are more 
serious. In particular, the chairman 


- |. says that the DTC commissioner had 
» said that in his view the requirements 


of the ordinance had been met. Sec- 


| tion 24A deals with a key question — 


. minimum holdings of specified liquid 
|. assets. Given that the commissioner 


now seems in direct conflict with a. 


. major auditing firm on a key issue of 
| . the ordinance, he has a responsibility 


it has cleaned upt 


Hongkong authorities: se 





to explain himself to the public at | in 
arge. Hitherto he has consistently | 


hidden behind the “confidentiality” 
of his office. 
Other points of dispute concern the 
relevance of evidence about BMF's 
conduct of affairs given in the recent 
trial of Mak Foon Than, found guilty 
of the murder of Jalil Ibrahim, assist- 
ant general manager of BMF, and the 
lack of independent confirmation of 
some accounting records, which BMF 
ascribes to the fact that some com- 
panies were in liquidation and their 
records were still being investigated. 
The chairman also: attacks’ Touche 
Ross for its request for representa- 


tions from the panel of inquiry ap- 


pointed by Bank Bumiputra to in- 
quire into BMF's affairs. | 

It is possible that Touche Koss has 
been made overly cautious.about its 
auditing following various recent re- 


velations and charges. But sacking 


auditors is. no way- for Bank 
Bumiputra to give an impression that 

the BMF mess and is 
its house in order. It 






intent on keepin 


-will be interesting to see what Bank 
Bumiputra's auditors make of all 
this. Its accounts have been delayed 


past Malaysia' ix-month deadline 









fault, to have 


privilege of a "DTC. hic 


though no one doubts that the parent 


will back it, nor is there any realistic 
possibility of Hongkong depositors 
osing their uid regu [s 





was HK$5.6 billion (US$718 million) 
and peaked at around HK$7.5 billion 
during 1983, has been reduced to 
HK$685 million. As from the end of 
1983, US$887 million (that is, 
HK$6.9 billion) in loans was traris- 
ferred to the parent and amounts due 
to the parent reduced by a similar 
amount. 
@ QUITE a few recently published 
accounts of banks and DTCs in 
Hongkong provide some interesting 
footnotes to events of the' past two 


years. Some. of the smaller local. 
banks clearly have had trouble main- 
taining their market share in the face 


of financial and political uncertain- 
ties. For aio Liu ee ae 
ank h wthofj 










Ee 
ce 


doubtful debts. But an addi 


HK$302 million. W 







































only HK$29.1 million. The sl 
presumably reflected a sharp rise 


doubtful-debt provision of HES: 
million had to be made. It was me 
revaluing properties and transferring 
the surplus to inner reserves. Al 
noteworthy was an increase 
amounts due from the bank's boldi 
and fellow subsidiary compan! 
from HK$51 million to HKSIITm 
lion. 

Peking-controlled banks, h 
though not escaping the 
debt problem, have been 
business. One of the smi 
Chiyu Banking Corp., had 
sit growth in 1983. 

Deacon Chiu's Far East Ba 
that it has got over its sp 
Citibank, has also been pic 
market share, with deposits: 
to HK$1.3- billion. However, t 
remain depressed at 


ig 





the curious note that 
was Se from z an 






































ited share a 
Another part of the 
Madison Sect 


ope seem ^6 nae forg itte 
Madison exists), it recorde 








means will only become cle: t 
publieation of the report and 

counts. But is it not incredible 
the last set of audited acco: 
able to the public dates back to. 
1981? Shroff is no better at cc 
than any of Hongkong's regulatorsor 
stock-exchange authorities, but that. 
was three years ago. Since then the- 
company has been completely trans- 

formed at least once, from. a shell 
which once owned some fragments 
the great 1960s scam Investors Ov 
seas Services and was later involv 
in the Hongkong Barge fiasco of th 
mid-1970s, to a major Chiu vehich 
And back to a shell? 
@ WILL the Hongkong and Shan 
hai Bank bid for Britain's Midl 
Bank? Midland, beset with problems 
at home and with Crocker in the 
United States, isnow on a price/earn« 
ings ratio of a meagre 4.8. And i 
Hongkong: Bank t has Ve el t 



























4 Peter Starr in Sydney 


gotiations over plans to link trad- 
Wing between futures. markets in 
svdney and New York have revealed a 
major departure from the: approach 
aken by those attempting to forge a 
milar link between exchanges in 
Singapore and Chicago. Officials. of 
he Sydney Futures Exchange (SFE) 
ind the New York Commodity Ex- 
hange (Comex) are now saying that if 
he planned link between the two ex- 
‘hanges proceeds, all transactions will 

cleared through a single clearing 
ise in New York, the Comex Clear- 






































F (Contrast the Singapore Interna- 
mal Monetary Exchange (Simex) 
he Chicago Mercantile Exchange 
5) which are further down the 



































r reasons ; ihe United States 
ory body, the Commodity Fu- 
ading Commission (CFTC), in- 
d, causing a four-month delay 
hing the trading link, which is 
v scheduled for September. 

he Singapore-Chicago link almost 
tainly will be the first between 
-acific and American time zones, 
he different approaches taken by 
wo pairs of exchanges on how 
ctions will be cleared and 
iteed on an international scale 
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successful in the long run. 
raises the question of the fu- 
of- the International Com- 
Clearing House (ICCH),-.a 
n owned by a consortium of British 
ks. Although unrepresented in fu- 
es markets in the US (where each 
exchange has its own clearing corpora- 
n} the ICCH does provide clearing 
and. guaranteeing facilities for the fu- 
ures exchange in Sydney in addition 
Other exchanges in Hongkong, 
<uala Lumpur, London and Paris. The 
Sydney--New York link, announced in 
"ebruary this year, would provide ex- 
ed trading hours for speculators 
iedgers of gold futures by enabl- 
buy c or dies 100-oz e con- 
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s to forge a futures-trading link with New York 
dea single clearing house for both centres = * 


e which of thetwo links. | ' ' 


| drawn by the vendor — Wardley, a 


- 
foreign-exchange and bullion markets 
and though there are considerable ar- 
bitrage opportunities for futures trad- 
ers between, say, the CME's Eurodol- 
lar contract and à similar contract 
traded at the London International Fi- 
nancial Futures Exchange, the plans to 
formally link trading between futures 
markets in the US and those in the 
Asia-Pacific region. are radically new 
proposals. 

The SFE would be required to dou- 
ble the size of its existing gold contract 
and restructure its. denomination in 
Australian dollars into US dollars. The 
restructuring of the Sydney contract, 
and indeed the very idea of a link with 
an exchange offshore, only became 
possible in December 1983 when the 
Australian Government moved to float 
the Australian dollar and lift most ex- 
change controls. Before that it was il- 
legal for non-residents to trade in Aus- 
tralian. futures markets (though over- 


. seas investors were permitted to buy 


and sell shares) and only bona fide 
hedgers were permitted to trade on 
commodity-futures markets offshore. 

Comex president Alan Brody, on a 
recent visit to Australia, acknow- 


. ledged that the proposal to clear busi- 


ness through only one clearing house 
was the major difference between the 
planned link between Sydney and New 
York and that between Singapore and 


PROPERTY 





( and Securities Commission.’ 
Although the two exchanges are 
proposing that all business be guaran- 
teed and cleared through the CCA in 
New York, the chief executive of the 
SFE, David Rutledge, said the propo- 
sals still envisage a role for the ICCH. 
“But at this stage it is not appropriate 
to talk about what the proposed role 
might be,” he said. 

The managing director of ICCH in 
Sydney, Jim Sinclair, said that control 
of clearing procedures would have to 
be vested in the Comex if the SFE was 
going to become a “satellite” of the 
major trading floor in New York. But 
he added that in the handling of an 
emergency, when a suspension of trad- 
ing might be required, for example, the 
SFE could become "subservient" to 
the Comex. Should such a requirement 
become necessary, officials of both ex- 
changes would need to be consulted 
before trading was suspended on the 
floors of the two exchanges. 


Şi and the CME apparently are 
planning to clear business by using 
a fairly intricate’ book-keeping 
mechanism whereby the number of 
open positions would be relayed from 
one exchange to another, where the 
second exchange would match out the 
number of bought and sold contracts 
which would, in turn, be passed on to 
the first exchange when trading re- 
commenced the next day. Although 
this process would be less complicated 
given that the trading hours for the 





The kiss of Carrian 


Singapore's property sector shudders as the huge 
Tunas Building fails to meet its reserve price 


By Lincoln Kaye in Singapore 


Bie as a precedent-setting occa- 
Sion, the auction of the 28-storey 
Tunas Building — once the Singapore 
flagship of the defunct Carrian group 
— drew nearly 250 well-heeled prop- 
erty investors. Thebuilding was touted 
as the biggest, in dollar terms, ever to 
be sold at a Singapore private auction. 
And the sale marked the first collab- 
oration of the local offices of the two 
major ~ property-consulting firms, 
Jones .Lang ‘Wootton (JLW) and 


| Richard Ellis. 


But after some 20 invites of lethar- 
gic bidding, the: property was with- 


m hant-bank 


‘tended: it could establish : a new low 


Hongkong and Shanghai Banking 
Corp.. which held the mortgage from 
Carrian — at S$32 million (US$15.19 
million), far short of the rumoured 
S$44 million reserve price. (The loan 
principal is understood to be S$42.9 
million and a further approximately 
S$5 million in unpaid interest is out- 
standing.) 

If Ellis and JLW fail to’ come up with 
a negotiated purchase : soon, the Tunas 
auction could prove precedent- setting 
in a way the auctioneers hardly in- 











Singapore and Chicago markets do not 
overlap, the fact that open-position 
figures are not available until the next 
day's trading in any present futures 
market highlights the complexity of 
such a system of clearing. 
Understandably, the American reg- 
ulatory authorities wanted to know 
more. The CFTC was understood to be 
mainly concerned about how US in- 
vestors would be protected from man- 
ipulation or other fraudulent prac- 
tices, not too uncommon in futures 
markets. Regulation of futures mar- 
kets has been a fairly grey area in Aus- 
tralia for some time. Although the SFE 
has been a strong proponent of self-re- 
gulation, sometimes in the past it has 
failed to prevent fraudulent practices 
by some of its often-unruly members. 
For this reason Attorney-General 
Gareth Evans proposed a crackdown 
on futures trading in 1983 and is ex- 
pected to present a bill in parliament 
covering national futures legislation 
later this year. The only other piece of 


pessimistic estimates of property-mar- 
ket sources. 

While professing high hopes of find- 
ing a buyer yet, property consultants 
tried to play down the Tunas sale's 
benchmark status by pointing out 
what might be the building's draw- 
backs in the eyes of investors: its age 
(11 years), its location on the fringe of 
the business district (albeit close by a 
planned underground-railway station 
and the Monetary Authority of Singa- 
pore and Treasury buildings), and its 
"lingering Carrian stigma." 

Nonetheless, the sale attracted no 
shortage of interest. Local lawyers 
known to act on behalf of major prop- 
erty players turned out in force. Invest- 
ors came from Hongkong, Indonesia and 
East and Peninsular Malaysia, apart 
from such Singaporean property pow- 
ers as Keck Seng and Goldhill. Some of 
the attendees were even reportedly ob- 
serving on behalf of United States pen- 
sion funds. Tong Djoe, the building's 
developer, made a dramatic entrance 
with his entourage just as bidding 
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| existing legislation 
relating to futures 
is the New South 
Wales Fütures Mar- 
kets Act which only 
covers laws relating 
to futures trading in 
the state in which 
the SFE is located. 


he linking up of 

Asian futures 
markets with those 
in the US offers dis- 
tinct advantages to 
both markets. The 
extended — trading 
hours would enable 
a speculator or 
hedger in the Ame- 
rican market to offset a position in the 
Asian market while the American mar- 
ket was closed, instead of waiting until 
it re-opened the next morning. For 
example, a gold speculator who sells a 
gold contract in New York and then 
sees a presidential address on TV that 
night which is sure to send the price of 
gold soaring, would be able to buy that 
contract back when the Sydney market 
opened around 8 p.m. New York time. 
rather than waiting for the full 
momentum of the rising gold price to 
take its toll in Asian and European 
markets before the US markets opened 
again. 

For the fledgeling Singapore and 
Sydney exchanges, the proposed link- 
ages offer a substantial boost to the 
liquidity of both markets; As far as 
gold is concerned, Sydney has the edge 
over Singapore as the Comex is the 
world's largest market in precious- 
metal futures, with daily turnover of 
around 30,000 contracts’ compared 
with Sydney's average of about 10 
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began. Tong retained the top three 
storeys of the building when he sold 
the rest of the space to Carrian for S$98 
million in 1981. 

But neither Tong nor any of theother 
property magnates in the room would 
stump up even a third of that amount 
to buy back the building in today's 
slumping market. “We all just turned 
out to observe each other,” Commented 
one who was there. "It's morbid." Bid- 
ding clawed its way up from S$28 mil- 
lion in million-dollar increments. Each 
step had to be coaxed out of the crowd 
by auctioneer Willy Shee, of Richard 
Ellis, with a menacing wave of his 
gavel and the threat that “we may be 
about to sell" — which repeatedly 
evoked titters. When S$33 million 
proved unobtainable, Shee invited 
bidders to offer" your lucky number.” 

Market observers expect Wardley's 
lucky number to be around S$35 mil- 
lion within coming weeks in a privately 
negotiated sale that will end the mer- 
chant bank's 11-month quest to unload 
the building. 
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(though hundreds of 
changed hands daily during the 1979- 
80 gold boom). The Comex, too, has 
nurtured a booming market in options 
on gold contracts over the past year, 
and this is expected to be linked to 
Sydney if the SFE manages to go ahead 
with its plan to introduce exchange- 
traded options by the end of the year 
(options on futures are, at present, un- 
tradable in Sydney) 

Others argue that the gold market is 
flat anyway and that more interest will 
develop in the Singapore market with 
traders able to offset positions taken in 
currency and Eurodollar futures at the 
CME in Chicago. But while it is true 
that currencies and US interest rates 
have been extremely volatile over the 
past six months, especially the turn- 
over for yen, Eurodollar and gold con- 
tracts at the CME does not match the 
volume at the Comex. On the other 
hand, the CME does now offer options 
on its Deutschemark-futures contract, 
and this could be a further target for 
linked trading. 


» Lincoln Kaye writes from Singapore: 
Simex officials dismiss the Sydney- 
Comex link as a threat to Singapore's 
bid to establish itself as the pre-emi- 
nent financial-futures exchange in the 
Asia-Pacific time zone through its 
mutual-offset connection with the 
CME. Sources ascribed the delay in 
getting CFTC approval for mutual 
offset to delaying tactics by the two 
New York-based financial-futures ex- 
changes (the Comex and the Big 
Board-affiliated New York Financial 
Futures Exchange), which have used 
disclosure rules to drag out delibera- 
tions. 

But they denied that CFTC delibera- 
tions hinged on the single-vs-multiple 
clearing-house question. And they re- 
mained confident that approval would 
come through in time for the Sep- 
tember opening of trading in Simex. 

Meanwhile, the exchange's 29 clear- 
ing members, 15 non-clearing corpo- 
rate members and 82 individual mem- 
bers (or locals) geared up for the start 
of American-style trading in gold fu- 
tures on 5 July. Simex's gold contract 
has been revamped to be compatible 
with Chicago's and will be clamour- 
ously bid and offered through “open 
outcry” in the hexagonal trading pits 
of the Singapore exchange's newly fit- 
ted trading floor at the harbourside 
World Trade Centre 

As traders in their bright-red floor 
jackets yelled their way through an 
11th-hour dress-rehearsal of simulated 
trading, their CME-supplied trainers 
pronounced them lucky in their timing 
of the exchange's opening. "They'll get 
a chance to practise and iron out the 
kinks on a relatively quiet gold mar- 
ket," one trainer explained. “And then 
come September they can get into some 
real volatility in the interest rates and 
currencies — ideal for financial-fu- 
tures scalping.” Oo 
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nce again, Hongkong investors 

have been caught out by lack of ac- 
om information. The cause this 
E: ‘time is the Ever Bright group headed 
iS by Wang Guangying, the emissary 

from Peking who was supposed to 

e demonstrate that China would put 
“money as well as words behind its pro- 
— fessions of faith in a capitalist future 
á for Hongkong. 
" The China-financed Ever Bright In- 
— dustrial Corp. has called off a nearly 
E - HK$1 billion (US$128.2 million) deal 
— [tọ purchase eight middle-class apart- 
y ment blocks from International City 
1 Holdings (ICH), a quoted associate of 
- | Cheung Kong and Hongkong Electric. 
- | Only when Ever Bright announced its 
retreat on 28 June was it revealed that 
ICH would wholly refund the 5% de- 
| posit plus accumulated interest — 
amounting to a total of HK$48.9 mil- 
Aion. Initially, the Office of the Com- 
Lmissioner for Securities, the market 
į watchdog, announced that it was in- 
vestigating the affair. But it later said 
no action was planned. 
[| The inaction was almost universally 
interpreted as a craven surrender to 
political pressures. The "no action" 
statement was made before there had 
| been time to make any detailed investi- 
gation of any possible infractions of 
, the rules. 

Quality of information provided to 
'the investing public is addressed by 
Section 138 (b) of the Securities Ordi- 

nance, relating to the omission of mat- 
erial facts from statements which may 
"thereby render them misleading, and 
by Section 3 (2) (a) of the Protection of 
Investors Ordinance, which con- 
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‘head of the Hongkong an 
fairs Office, to put their hé arts at ease | 





QUEENS WAY 


E hollow men 


The China-financed Ever Bright group backs out of a deal 
that never really was, hitting the Hongkong stockmarket 


cerns misleading information which 
induces others to invest in property or 
securities. Insider dealing is not itself 
unlawful, but if the Securities Com- 
mission believes it may have taken 
place it may advise the financial sec- 
retary to appoint an investigative tri- 
bunal. (There has only been one such 
tribunal in six years.) 

Ironically, on the very same day a de- 
legation of Hongkong stockbrokers 
was being told in Peking by Ji Pengfei, 

l Macau Af- 


and stop worrying about} the future. 
They were also told that China is 
studying the feasibility of setting up 
stock exchanges in its pr econo- 
mic zones. 
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1 "Rodnoet he t Eee ideo tion 
of the so-called sale akd purchase of 
the second and third phases of the City 
Garden residential development pro- 
ject said the decision was wëll within 
the terms of the preliminary agreement 
signed in January. But that begs the 
question of why the nature of the 
transaction was not accurately de- 
scribed. in the first instance. The an- 
nouncement supports early suspicions 
that Ever Bright had entered into the 
deal at zero risk. 

At the time the purchase agreement 
was announced in January, few details 
were released by either party. Now it 
is clear that the sale was not a sale at 
all. Ever Bright did not even pay 
money to take an option on a purchase. 
How can a transaction whereby a po- 
| tential purchaser can withdraw at any 
time within six months without suffer- 
ing so much as loss of interest on a de- 
posit be described as a sale? Yet it was 
thus described. Nor did ICH trouble 
either to clarify Ever Bright's pro- 
nouncements or qualify the claims of a 
|, HK$1 billion purchase. 

The so-called purchase had been an- 
nounced on 20 January by Xinhua 
newsagency, Peking's official news 
machine. Wang was quoted as saying: 
"We have come to Hongkong to do 
business and we have to do something 
for the prosperity and stability of 
Hongkong." In February, Wang said a 
5% deposit of HK$47 million had been 
placed and that another 5% would be 
paid after the infrastructure of phases 
two and three was completed in nine 
months' time. 





hile Wang constantly referred to 

the deal in public as a "purchase" 
and “Ever Bright's biggest investment,” 
in ICH's 1983 annual report published 
on 14 March, the company referred to 
the signing as being a "preliminary 
agreement" to sell the City Garden 
blocks. But if there were doubts in the 
market as to the fine print of the deal, 
they were not sufficient to stop ICH's 





T HEAR THEY'RE GOING TO- 
ONT A NGHTSOL BOND 


| “ag 
| e if 
d TEE RED BOOK | SUSPENDED aula m 





12 JULY 1984 @ FAR EASTERN ECONOMIC REVIEW 



















"s depressed stock market to help 
ces. 


Not only stocks. Mr. Wang, China's most 
prominent businessman in Hong Kong, alsof 
dvises most everyone he meets that now is 
he time to purchase property in the colony. 
And he practices what he preaches: He hast 
invested in several property projects this 
year, including two multimillion-dollar ven 
tures. 
AS chairman of the private, but Peking 
backed, Ever Bright Industrial Co., Mr. Wang 
Vis here mainly to trade and attract foreign in- 
restment for China. But he apparently hz 
been given another, perhaps more importanf 
ole — calming the jittery colony. 
| Simple Strategy 
The balding, 65-year-old Mr. Wang seems} 
to have his own theory for maintaining Hong 
ong's prosperity. The strategy is simple: 
p money into local property and stocks 
until investors are convinced that the future is 
Abright. Profit isn't always the primary] 
otive; Mr. Wang's ventures are aimed 
partly at building local and in 
national copfidncejn Hong Kong. . 


From the Asian Wall Street Journal, 15-16 June. 


share price soaring from around 45 HK 
cents in early January to more than 80 
cents after the announcement. The 
market as a whole also momentarily 
took heart from Peking's apparent de- 
termination to invest. The Hang Seng 
Index gained 250 points in the first five 
weeks of the year. 

Following the announcement that 
the deal had been “concluded,” Wang 
instantly became a highly visible figure 
and was guest speaker at a series of 
club luncheons and dinners. In his 
speeches, Wang tried to talk up the 
property market by telling his audi- 
ence to buy. 

Wang said he had aimed to profit on 
the resale but decided to annul the 
agreement because he could not find 
buyers for the flats. As recently as 
April, Wang claimed there were buyers 
but he was not prepared to sell and 
would hold on to the property pending 
an upturn in the market. Previously, 
Wang had spoken of interested buyers 
from the Middle East — whom he 
would not identify — who:he claimed 
terminated negotiations after Jardine 
Matheson & Co. announced its inten- 
tion in March to re-register the com- 
pany in Bermuda. When Jardine de- 
clared its plan, Wang had dismissed its - 
= Impact as small and short-lived. Al- 
- , though Wang insisted he would not lay | 
blame on anyone, many times he as- 
sociated the loss of his mysterious 
buyers with Jardine's move. 

On the day the cancellation was re- 
vealed, the Hang Seng Index fell by 
21.14 points to 903.83 at the close. 














E 

































: rimi émanant e a as TT AI a B rri ri Premaman e op re eene tp t rad LA M eene ete te IH etra t atat rrr er 





'ouncils nese leade | 
Xiaoping (page 23). “I don't want to 
take other people's blame," Wang said. 

"The construction of phases two and 
three will npt besuspended but I would 
not guarantee now if the whole deve- 
lopment project will be completed in 
future," said ICH chairman Li Ka- 
shing. The two phases, comprising 











1,110 residential units.of.a total 1.25 


million ft? and two commercial podia 
of 120,000 ft?, were scheduled for com- 
pletion in 1986.: "o LUE 


hether seen from a political ora - 


Ws commercial- perspective, 
Ever Bright does nót look good. From a 


commercial point of view, Ever Bright || 


— While it made no loss on the deal — 
seems ill-informed of market condi- 
tions. It also means Wang (who claims 
to do business “the capitalist way"), 
does not see an upturn in the property 
market in the near future. Politically, 


it could mean the Chinese Government - 


has given up its commitment to boost 
Hongkong's economy at whatever cost. 
The psychological impact of these fac- 
tors may depress the market further. 
The ICH fiasco is the second major 
blot on Wang's capitalist career. He 
helped put together the purchase by 


Sin King Investments (an offshoot of - 
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] More tothe point. it appears a deliber- 
ate attempt to stimulate the stockmar- 
ket. Although the deal has been to the 


-f short-term benefit of the market as a4 





yield a good profit. At worst. this is a V 


C frankly sees more significance in the fact 
that Cheung Kong chairmamLi Ka-shing 4 
(is selling than that Everbright is buying. 


Headline and comment from Shroff, 23 February. 
the Bank of China and China Re- 
sources Holding) of a HK$178 million 
stake in the quoted electronics group 
Conic not long before its foünder, Alex 
Au. Yan-din; disappeared owing it 


4H K$217 million. 


Ji was said to have told the group of 
Hongkong stockbrokers that China 












| paper deal put together for effect, Shroff $ 
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By Lincoln Kaye in Singapore 
MM hen it finally came, the long- 
€ awaited dictum of minority advis- 
ers Singapore International Merchant 
Bankers (SIMBL) to shareholders of 
Singapore Glass proved signally un- 
edifying: sell into the market if you can 
at a good price, otherwise accept the 
rather skimpy offer of the property- 
based (through IGB Corp.) Tan family 
holding company, Eady Investments. 
Unless you believe in the Tans' plan to 
turn the money-losing bottle-maker 
























"KorAm Bank, South Korea's second 
joint-venture b. 


ank, launched in 


March 1983 and jointly owned by the 
Bank of America (49.9%) and 13 of | 


the country's largest business groups, 


saw assets rise to Won 243 billion | 


(US$303.75 million) with total depo- 
sits reaching Won 93 billion, in its 


first nine months of trading. Owing to i 


heavy initial outlays, including the 


opening of three new branches in | 


Seoul, losses of Won 1.09 billion were 
recorded in 1983, and the planned 


opening of six new branches this year | 


is likely to keep. expenses at a high 
level. In the first quarter of this year, 


loans and assets rose by 28% from the | | 
1983 year-end figure, and net interest | 
income compared to the previous | 
| | —PAULENSOR | 


quarter was up 24%. 


. Banking an increase. 


The Sonali Bank, Bangladesh's. 


largest government-owned commer- 
cial bank, announced a pre-tax profit 
of Taka 504.5 million (US$20 million) 
in 1983, compared with Taka 481 mil- 
lion in 1982. After-tax | profits 
amounted to Taka 202 milion, of 
which Taka 131.4 million went into 
reserves. The bank's total deposit 
rose to Taka 20.5 billion in 1983 from 
Taka 16 billion in 1982 — up 28.495. 
The bank has a network of more than 
1,055 branches in the country and 
five overseas. — S. KAMALUDDIN 


| Kind associates 


suitors with a public vehicle into which to inject 


ANY RESULTS | 


| turnover, however, declined by 3% to > 


| foreign competition in its mainline 
 Soft-drinks business and unseason- 


. of property and investments. The di- 









assets — 


into a diversified'jroperty, trading and 


manufacturing conglomerate — in 


which case keep the shares, . 
Time may be running out.to pursue 


the first of SIMBL’s options — a wave 


of selling could close the gap between 
the S$1.60 (75 US cents) market price 
for Glass shares and the S$1.40 offered 


by.the Tans. Then, too, the Singapore 


and Kuala Lumpur exchanges could 


halt trading in Glass shares now that it 


has become a cash company (with S$19 








$$231.9 million because of stiffer ! 


ably wet weather which dampened 
the Singaporean national thirst. 

Tax adjustments from previous 
years made for a 10% boost in after- 
tax profits to S$32.7 million, while 
the group netted S$13.6 million in 
extraordinary gains through disposal 












rectors awarded a final dividend of 
14 S cents, gross, bringing the year's 
total to 20 cents. —LINCOLN KAYE 










Strong competition and heavy gov- 
ernment charges cut into the profits 
of Esso Australia in calendar 1983. In 
common with most of Australia's 
major oil companies, Esso Australia 
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by no means assured when | 
| Higher taxation also has trimm 
| million. Nonetheless, the dir: 


| Scents gross, payable in September. 
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Shareholder, ; 
s sale of a 15% stake: 


ns that precipitated 





over bid: — | . 
Now ACT has declared itself rea 
turn over its remaining 37% sta 
the suitors, putting them comforta 
over the 50% mark required to ma 
| the offer unconditional. That mea 
unless the Tan bid is accepted 
nearly all existing shareholders —— u 
likely in light of the SIMBL rec 
mendation — the suitors will acquire a 
public vehicle into which they can i 
ject their Parkway Parade office-cur 
shopping complex and their Astri 
Meadows condominiums. One Glass 
director has already signalled hi 
tention to retain his 10,000-share 
ing. 

















































The property-market sh 
taken its toll on pre-tax e 
Malayan Credit, which owr 
site office and residential bx 
in Singapore. Pre-tax profits 
only 11%, to S$11.1 million ( 
million) in the year ended 
During the previous three y 
gross earnings had increased | 
9995. Moreover, in the second 
the latest year, the group 
11% decline in pre-tax pro: 
pared with the same perio 
earlier. 
Although the group's main: 
ties are largely rented out, r 
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attributable profits by 2195 t. 












declared an unchanged dividend of 



















Wi f tone un | H ^t e | 
New Zealand building supplier 
Winstone Ltd produced a 51% profit 
increase to NZ$17.5 million (US$11.1 
million) for the year ended 31 Mar. on 
turnover that was 14% higher at 
NZ$309.6 million. Export sales rose 
69% to NZ$30.1 million. Perhaps the 
best news was that the company's 
troubled Karioi pulp mill reduced 
total losses to NZ$4.3 million, of 
which NZ$3.3 million was incurred 
in the first half. The previous year's 


















































VIT ONG: A fresh round of domestic in- 
erest-rate increases coupled with negative 
developments on the property-market front 
ampened sentiment in the period. The Hang 
hg Index crashed through the 900-point 
psychological barrier for the first time in six 
inths to close at 868.63, down 67.74 points on 
: period. The index suffered its steepest fall on 
une in the wake of an announcement that the 
ia-controlled investment company, Ever 
.had.decided to pull out of a much- 
it "property deal. Total turnover rose to 
110.87 million (US$14.21 million). 




















































0: Helped by new optimistic estimates of 
1ic growth for 1984; the market advanced. 
' to Inde turnover, ee 





ae Key and. Taar ue counters 
: allied. Entertainment issues, such | as 









sed at 10, 410. ).87, up » About 250 points on 
riod. 
URE: Blue chips led the dive as the 
plunged at mid-period, only to partially 
id. on hinner volume in the wake of the 
ya holiday in Kuala Lumpur. Fraser's In- 
x closed with a net loss of 28.43 
88, but this was a markedly better 
5d: of the. oe Morum 











ng did not help. | Daily hipnover s aver- 
x lion shares (7.8 million previously). 





MA IR: The bearish sentiment 
ar Aerisitig the market since April continued 
scant let-up during the period, with holi- 
i ortened trading witnessing little interest 
oy in stors: A slight rebound on Wall Street and 

|. other major exchanges excited little interest, 
while lower. closings thereafter at these ex- 
langes prompted renewed bouts of selling. The 
market widely expects further increases in Unit- 
States prime rates and even corporate news — 

7 public issues by Idris Hydraulic and 
merican Insurance and. the de dut on 
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anged hi ds 30% on anarrow mm 


| 15daysan 
succeeded 


IE "absence ofa clear Wall Street trend and rising United "States interest rates de- 
assed most markets in Asia in the period to 2 July. Hongkong, with its additional po- 
ical restraints, topped: the list of losers. ony Japan chalked up a respectable ad: : 







wait until listed companies issue their mid-year 
reports in August before taking the initiative. 
The exchange was closed on 2 July for the annual 
accounting holiday. | 


AUSTRALIA 







































AUSTRALIA: Jh ami. Aust. All-Ordinaries Index 
«Stocks made an uninspiring start | 56 june 65€ 
to the new fiscal year, which began on 1 July. | 27June 65 
Most sectors gained a few points in quiet trading, | 28June 65 
awaiting a Wall Street lead. Activity was boosted i. s: ie 
somewhat by end-of-year portfolio tidying and | Change on week —0.44 
some overseas interest. This culminated in a late ut 
burst of demand on 29 June, giving brokers à pubes yi 
lively end to 1983-84. The All-Ordinaries Index | amaw | 3.20 48 t 
was virtually unchanged on the period to 2 July, | menue tus xo 
closing at 659. The All- Industrials put on a mere | ANZBank 4n 208 ! 
0.8 of a point. to 920.7. XM CS — d a PE l 
APM 1.99 -2$ í 
NEW ZEALAND: Activity on the market re- | Be» 29 vro d 
i Bougainville 178 X 43 ‘ 
flected the national election campaign — dull | gramtiesing.. 281 “70! 
and uneventful. Most stocks lost ground. Brier- |9*"*.— DNO EE 
ley and NZI Corp., both regarded as good devalu- ^ Ries iw. m 
ation hedges because of their overseas earnings, | Carton tinted Brewery 456. CE 
were among the few major stocks attracting | SRP la oe 
much interest. With export-tax incentives | csr : azi RIO o! 
perhaps at some risk, other major exporters were | (en a. Ces. d 
neglected. Turnover was light though there were | euersmnam 375 — ae | 
occasionally good lines of oil stocks traded as the . toos NNUS UM Dodd o 
offshore-oil exploration’. round oe KC Australia 179.8? 
through its dying stages. enemas ee 
. Myer Emporium 1.67 408 
SEOUL: A bearish mood prevailed, with nea | North Broken Hil 2.24 -04 
fluctuations in prices, bringing the index down | fomerconot: 1c 
.0.26 of a point to 130.28 at the close; average | sew» 587 119 
| daily trading volume rose by 2.32 million shares .| 15, natoomde Tans Mal. ad 
to 11.53 million. Institutional investors stayed on | westenweng 3.08 “13 
| the sidelines following repeated accusations by | oru uc m 
the authorities of speculation in food, pharma- | wooworns 224 +28 
ceuticals and electronics issues, which all fared 
| badly. Further sapping confidence was the poli-- E HONGKONG | 
‘tical scandal involving the head of the ruling 
| party, coupled with a number of reshuffles Hang Seng Index 
within the securities industry. TER i 
27 June 924 
BANGKOK: Prices showed some underlying | 28 June 903 
strength as investors displayed selective interest, | 29 June 901 
which took the market to. higher ground. Rela- | 23uy —-— ap 
tively favourable mid-term results encouraged aid l 
some buying. The market was mildly bullish on poc d oni 
finances, banks and insurances, as well as | ^sesaesHeotes 0.23 -42 
selected industrials. During the period, Singer | Jem, 2 NI 
Thailand went public amid a fairly warm re- | Cheung Kong 750 -n8 
sponse. Average daily turnover was Baht 33.45 | gome eu. 
million (US$1.45 million). The Book Club Index | Evego ta 0723 
edged up to 119.01. rem E p 
r MANILA: l First Pac Holds 270 +8 
Market turnover fell sharply in the | COSTS rcx EE 


wake of competition from higher-yielding short- 
term government bills. Volume fell to 72.7 mil- 
lion shares worth P10.24 million (US$568, 000), 
the lowest weekly turnover this year. In addition 
to bad news on the mining sector, the competi- ` 
tion from treasury bills, some of which’ mature in 
d offer interest of about 30% ta i 
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China you'll ever the labyrinth of 
ed! China’s legal system. 
Now only US$60.00 Now only US$85.00 


)39- page China Official Annual epe is Saba The continued redirection of China's priorities towards 
single most complete reference work ever foreign trade and its broadening contacts with other 


about China. Its contents range from the land "^ countries and regions has necessitated many revisions 
cople to business, economics, finance, culture, and adaptations in its laws. The Law Annual Report _ 
in, politics, science and technology and countless — ^ now puts these changes into a a ina wsingle handy 
bjects. up-to-date volume. Ds Pa p ms 

it? _ What is it? x 

alt of thousands of man hours the COAR 1982/ The Law Annual Report i is the most up- -to-date,. oe 
written and edited by the New China News complete work of its kind. With its easy, readable e 

y, a group of dedicated professionals who know and clear indexing this 536-page volume literally places n E 
intimately. The result is a book of unmatched China's legal system at your fingertips. 

. . Who needs it? 


th and depth. | | | 
eds i If you are a lawyer, a business executive, financier, - 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report is a 
must for you. A small investment in this book today . 
could save you money, time and wasted energy in the 


ic " stadents. pier ies nd dsitually a anyone with future. o 
o know or a keen interest in China of today. Professors or students oft C Hina will find the Law Annual. 
ise of charts, maps, tables and colour photos Report an endless source of information essential to the 
COAR enjoyable as well as informative | true understanding of the legal system, of this enigmatic 
Do i giant. 
wtogetit How to get it | 
Jer your copy(s) now by simply completing the | Simply complete the coupon. below today and send 
pon below and returning it together with the indicated : together with your payment in the amount of US$85.00 
ment of US$60.00 (or the equivalent in local ——. (or equivalent in your local currency) per copy to the 


indicated address. 


Order both books and save US$15.00. . Clip and mail this coupon today! Send to: 
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Circulation Manager, Far Eastern Economic Réview, G.P.O. Box 160, Hong Kong. CB0712 
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The China Official Annual |" The Law Annual Report of Bo M ANH. Re 

Report 1982/3 for which | China 1982/3 for which I C) (J Please send ........ set(s) of both t 

_ enclose US$60.00 per copy. | enclose US$85.00 per copy. | The China Official Annual | 
“For surface maildelivery. ^ —— For surface mail delivery Report and Law Annual Report ! 
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delivery add US | delivery add US$17.50. — | — enclose US$130.00 per set. ; 

UE . For surface mail delivery 


AE | ,  . add US$14.00, for airmail 
TN TERR TK | delivery add US$35.00. 


| 
k 


in equivalent lo 





E 
E 
i 
E 


Malaysiat | Phitippinest | E: 
€: 


i 
i 
1 


I——————— Á— 


^" Fonts forward: Japan ¥ 238.091, Hongkong HAS? 797, Singapore 582,126 
Skipore Melayu; cried t1 «HO 50 


Atama ti panca reir e ia rte mre a dei ad 


—— betta Prep matte 


Yen 
USS=<Rimb 2.2417 
US$ - Kip 25.00 


Deak- Perera Far East Lid tor banknote Selling rates and oficxat , ; earrann itinin ME 
rates when available on the Hongkong market. Reuter for spot $o oe and bidrates  früddlerMes "img term 
and forward. rates from local and international markets. Soomes Astay & Pearce (Hongkongi. agas Co. 


60.65 5890 a) — |] —— crews 
$1.08 : : 


, 9312—9315. Puu am , 8,5988. : 8.8158, 820 
` 92629285 ii i vec te ee "n 
370.50—371 00 (0-380950 | 3830038350 416.00--415.50 


London i 620—830 22-6 e ?85--799 
Kuala Lurfipur { closed gano : 248—250 283-984 


i 1 783-—1,785 j Bae 1.545 847 1.54814, 547 
1962-0763 — 

Kuala Lamp E f . A sait 

d TESTOR T no TASG, $ 1,295; oco 1300-3390 BOR 810 

OAS, we E 

Longos 


SS: wm. 20 145,20-—145 40 
145.60— 145.807 wR 


84850349 00 350.50—350.75 


TRE DQ 227. 56 
*2r— r9 


$81 00--961.50 
325 225—325 56 


“ ^ » trie » + ^ = E A chen d - T YER e Yo EMR Mire netu A t e HERES Eit Mq 


Viae bee.  muibicos mee ee ó o | iL. NE Source: f es Sexe Safna Suotben ang Miles Pati 


asino 


MEAP ANman n KAPATA AEAMP A AAAA o 


15 ga 
ET. às 


MSS. t2b usen set LISBON AT 
tps 3 
LIBR) Sits 





a 


noi 
RTT 


El 


AINN 


Sad. 
| 


Aouad ics is^ ELIT 





E E 
> 8 Š, "5 ix 3 
z t 2 Y 


FROM 


s the guerilla war goes on in 

Afghanistan, Afghan refugees 
here fight a war of words with each 
other. Spokesmen for the various re- 
sistance groups readily meet foreign 
visitors to promote their own posi- 
tions and thoroughly denigrate com- 
peting groups. 

The so-called fundamentalists 
claim the coalition of moderates is led 
by old notables with religious titles or 
large landholdings, now living com- 
fortably in exile and unable to 
mobilise significant popular support. 
The moderates, meanwhile, claim 
that fundamentalist movements 
never had much strength within Af- 
ghanistan, but only flourish in exile 
where ambitious young men have 
capitalised on international support 
for Afghan refugees and resistance to 
the Soviet Union. The criticism in 
both cases has some validity, which 
partly explains why the competition 
among the two coalitions is ferocious 
and occasionally ends in armed con- 
flict. 

The coalition of moderates has 
leased new quarters in central 
Peshawar — a sprawling compound 
of barracks filled with guerillas. A 
shiny white sign in front reads “The 
Islamic Unity of Afghanistan” — 
somehow it has escaped the claydust 
that envelops everyone and every- 
thing else in Peshawar. 

Security guards carefully search 
visitors. “They are checking for KGB 
agents,” the guide explains. But old- 
timers in Peshawar say they are wor- 
ried about bomb attacks from rival 
groups, especially the fundamen- 
talist Hezb-i-Islam whose heavily 
guarded compound is just up the road. 

The spokesman for the moder- 
ates is an old man, previously a 
large land owner in the Ningrahar 
province bordering Pakistan, and 
a high-ranking civil servant under 
King Mohammed Ali. He joined 
the resistance before the Soviet 
invasion, in the Mohammed 
Taraki-Hafizullah Amin period 
when his property was seized. 
Now, he says, the resistance has 
finally reached a turning point: 
the competing coalition led by 
fundamentalists is cracking, 
splinter factions will join his coal- 
ition, and the new-found unity 
will set the stage for the return of 
the king as symbolic head despite 
the vocal opposition of the two 
fundamentalist groups. 

Leaders of these two groups are 
not in town. Rabbani of the 
Jamiat-i-Islami is somewhere in 
the Middle East cultivating con- 
nections. Hekmatyar Gulbuddin 
of the Hezb-i-Islam is in Iran to 
patch up relations with Ayatollah 
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Ruhollah Khomeini, who at the end 
of 1983 started to pressure the ap- 
proximately 1 million Afghan re- 
fugees in Iran to volunteer for the 
war against Iraq. Thousands left in- 
stead for Pakistan. Khomeini's move 
is roundly condemned by all Afghan 
resistance factions except the Hezb. 
"It's a minor issue," said a Hezb 
spokesman. 

The Hezb representative is a young 
man who joined Hekmatyar's nascent 
Muslim Brotherhood movement 
among students at Kabul University 
in the late 1960s. The early 1970s 
were “difficult” years, he said, but 
since then things have improved: the 
Hezb now has more resources and 
more guerillas than the other politi- 
cal groupings, it has the strength to 
lead the resistance to a final military 
victory and it strongly condemns any 
efforts to negotiate or accept local 
ceasefires. 


e guerillas watch the politick- 
ing and reputed corruption in 
Peshawar with disgust, thus creating 
yet another division within the resist- 
ance — between internal leaders who 
have established a reasonably secure 
base within Afghanistan, and the ex- 
ternal factions in Pakistan. Of the 
former, Ahmad Shah Massoud of the 
Panjsher Valley has received most 
Western media coverage (which ap- 
parently has earned him no new 
friends in Peshawar). Less well 


known to outsiders is Amin Wardak 
of Wardak province. 

The main problem, according to 
Wardak, is to get assistance directly 
to the mujaheedin within Afghanis- 
tan who are "facing the bullets." The 
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political leadership of the resistance 
must be formed by those who are ac- 
tually doing the fighting, not the var- 
ious groups ensconsed in Peshawar 
who are contributing minimally to 
the struggle. 

His speech was delivered in fluent 
French at “the Peshawar office of the 
Wardak command," which is the 
home of an obviously affluent rela- 
tive. The Wardak family constitutes a 
sub-tribe in the province that bears 
the name, and the sons of the tribal 
chief were well educated. Amin was 
working for a Franco-Iranian com- 
pany in Iran when he was called back 
by his father to fight against the 1978 
revolution. He now claims that most 
of the Wardak province is “liber- 
ated.” He has a popular base — “his 
whole tribe is there,” said a supporter 
— but he badly needs weapons. 

All Afghan groups say they have 
plenty of men and courage but need 
arms, especially anti-tank and anti- 
aircraft weapons. Wardak’s speech 
leaves some unanswered questions, Is 
the basis for cooperation among the 
internal leaders any greater than 
among the political groups in 
Peshawar? One may recall the great 
warrior-poet of Afghanistan, Khush- 
hal Khan Khatak, who wrote in the 
17th century that any Afghan who 
raises his head will be cut down by 
others. 

Wardak and Massoud, for instance, 

certainly have their differences. 
& Massoud is a Tajik while Wardak 
? belongs to the ethnically dominant 
Pathan. Massoud has concluded a 
" ceasefire while Wardak says he 
will not as it will only play into the 
hands of the Soviets. Moreover, 
the two compete for external aid 
and contacts. Asked if he has any 
relations with Massoud, Wardak 
shrugs his shoulders and curtly 
answers: “No.” 

To what extent can the field 
commanders outmanoeuvre or cir- 
cumvent the established groups in 
Peshawar? The Wardak command 
tries to cultivate its own external 
ties in a small way. There are post- 
ers on the wall from private and 
semi-public support groups in 
Europe. A small public relations 
effort has been mounted — there 
are stamps from “the free province 
of Wardak” and a statement de- 
scribing the horrors of war (“tris- 
tesse et l'armes") and asking for 
more guns, |. — ASTRI SUHRKE 
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In the very heart of Taipei 
lies a haven of Old World 
elegance and sophistication. 


Hotel Royal Taipei. 
It's large enough to meet your every need, 
but small enough to 
provide the personalized service 
that makes a stay a memory. 
So escape into the world of 
Taipei's newest hotel. And find 
out how nice a touch of Europe can feel. 


M hôte 





royal taipei 


37-1, Section 2, Chung Shan North Road, Taipei, Taiwan 


Tel.: 542-3266 Telex: 23915 Cable: ROYAL HTL 


For information and reservations, please contact the 
nearest Japan Air Lines office or Japan Asia Airways office. 
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Malaysia's National Mosque: ignored. 





ISLAM 


30 years among 
the believers 


Allah ist mit den Standhaften by Peter 
Scholl-Latour. Deutsche Verlags- 
Anstalt, Stuttgart. Dm 30 (US$10.75). 


iguring prominently on Der Spiegels 

list of non-fiction best-sellers for 
many months, this collection of more 
than a hundred sketches reflects a 
peripatetic journalist's personal ex- 
periences and impressions of the Mus- 
lim world over a quarter of a century. 
The subtitle "Encounters with the Is- 
lamic Revolution" is perhaps more ap- 
propriate than the title, "Allah is with 
the Steadfast," which mistranslates a 
quotation from the Koran. 

The author is a respected writer, 
with perhaps three decades of jour- 
nalistic and TV experience. His earlier 
work Death in the Ricefield, on the In- 
dochina war, has been acclaimed. In 
February 1979, he accompanied 
Ayatollah Ruhollah Khomeini on his 
historic homecoming flight from exile 
in Paris. He has also interviewed 
numerous leading figures of the Mus- 
lim world. 

However, there is much to quarrel 
with in the book. Chapters are grouped 
somewhat unsystematically, with 
scant regard for chronological se- 
quence. This gives something of a scis- 
sors-and-paste appearance. And since 
references to important figures often 
occur in totally unrelated geographical 
settings, the absence of an index is to 
be deplored. 

These subjective encounters with the 
Islamic revolution are also unevenly 
distributed. Indonesia is dismissed in 
six pages, Malaysia is totally ignored, 
while Pakistan fares little better than 
Indonesia. 

But there is much in the book that is 
fascinating and thought-provoking. 
For the armchair traveller, it is a useful 
and most readable introduction to an 
insufficiently known civilisation im- 
pinging ever increasingly on the values 
of the Western world. — HUSEIN ROFÉ 
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One of the great hotels of the world 


now provides a car with chauffeur to 
guests occupying suites. * 


For more than 70 years 
Landaus, calesas, staff cars, 
Model T's and limousines 
have drawn up to our doors 
Now guests in our suites drive 
up in a chauffeur-driven car 
we provide them, at no extra 
charge, for the length of 
their stay. 

his new service of The 
Manila Hotel is available to 
guests occupying suites at full 
rate, trom May 1 through 
December 31, 1984. 

Guests who wish to use 
this service are requested to 
book 48 hrs. in advance. On 


arrival at the hotel or airport, 
a personal car and chauffeur 
are assigned to guests for the 
duration of their stay. There 
are no time or distance 
limitations. Your car and 
chauffeur will be available to 
you at all times for city use or 
out of town, if you wish 
This special offer is only 
one of the many modern 
comforts guests will find in 
The Manila Hotel: color TV 






in every room, a swimming 
pool with swim-in wet bar, a 
complete sports; health 
complex, a businessman's 
center, 9 bars and restaurants 
offering great cuisine and top 


entertainment 


The Manila Hotel — a 
historic landmark on Manila 
Bay with its world-famous 
sunset, an uncompromisingly 
unique resort hotel where 
timeless traditions of 
Philippine hospitality and 


impeccable service answer the 


demands of the most 
sophisticated traveler 


There are perhaps a dozen incredible 
places you must see in the Orient. 


FOR RESERVATIONS: 

Manila: Tel. 47-00-11 Cable 
MANILHOTEL Telex: ITT 40537 
MHotel PM ETP! 63496 MHotel PN 
RCA 22479 MHC PN 

CARDINAL BOOKING SERVICE 
Hong Kong Tel. 5-246178-9; 
Singapore Ter 7340323; 

Taipei Tel. 231-3500 


One of them is a hotel. 





Philippines 


PRESTIGIOUS HOTELS OF ASIA 
PHA Hong Kong Office 

Tel. 5-535067; 5-435089 

THE DYNASTY HOTEL Singapore 
Tel. 2354188; THE DUSIT THANI 
HOTEL Bangkok Tel. 233-1130; 
THE RITZ Taipei Tel, 02-597-1234 
HOTEL LOTTE Seoul Tel 778-4213 
ROBERT F. WARNER INC 

Tokyo Tel. 814-9271: 





UTELL INTERNATIONAL LTD 
KLM GOLDEN TULIP 
WORLDWIDE HOTELS SYSTEM 
PAL DISTRICT 
SALES/RESERVATIONS OFFICES 
WORLDWIDE 

The Manila Hotel is a member of 
PRESTIGIOUS HOTELS OF ASIA 


Politics and profits 


A number of directors of the Multi- 
Purpose Holdings (MPHB) group are 
now going round Malaysia visiting 
various major towns purportedly to 
explain the bonus and rights issue to 
the shareholders. As far as I am aware, 
MPHB must be the first commercial 
company in the world having to can- 
vass for support for its activities. There 
must be other motives. 
The company should explain how 
these visits can be beneficial to MPHB. 
| In what way can the performance of 
MPHB be improved as a result of these 
visits? The costs involved, such as 
travel expenses of the directors, hotel 
accommodation and rental of meeting 
halls, must amount to a very substan- 
tial sum. How can the management 
justify spending this huge sum of 
| money? 
According to the 1983 annual report 





of MPHB, its total loan liability is ap- 
proximately M$595 million (US$257.6 
million). The rights issue will only 
bring in approximately M$150 million, 
which will still leave the company 
M$445 million in outstanding loans. 
Furthermore, the turnover of M$510 
million for the year was extremely low 
considering the fact that the total 
funds employed were M$1.36 billion 
and capitalisation is M$450 million. 
| The profits item in the report notes a 
"share of results of associated com- 





| panies” of M$39.826 million and under 


"profit before taxation" there is an 
amount of M$11.868 million credited 
as dividend from associated com- 
panies. Therefore, the actual cash re- 
ceived was only M$11.868 million. 
Under the same column of profit be- 





fore taxation actual gross inflow of 
cash into the company is only approxi- 


, mately M$36 million and the expendi- 


ture is M$25.7 million, excluding the 
interest factor which is M$45 million. 
Thus the deficit in cash will amount to 
approximately M$35 million, and if re- 
payment of loans is taken into account 
the deficit would be an addition of ap- 
proximately M$120 million. The total 
deficit will then be M$155 million for 
1983. 

Assuming that the profitability of 
the company continues in the same 
trend the cash deficit for 1984 will still 
be about M$160 million. The rights 
issue, which will net approximately 
M$150 million, will perhaps just be 
sufficient. According to a report con- 
tained in a circular by the MPHB 





chairman, the company's profit will be 
M$50 million for 1984. If this is true 
then the result is no better than 1983, 
particularly as the capital will be in- 
creased to M$750 million. 

Looking to 1985, if there is no sub- 
stantial improvement in turnover and 
| profit the company will still be carry- 


At FW Management Opera- 
tions, we specialize in making new 
and existing industrial plants more 
profitable. At any stage, from plan- 
ning through operation, we provide 
management experts to help you. 

We can work with you during 
design, engineering, and construc- 
tion to assure that your plant meets 
performance specifications. We can 
commission your plant and set up a 
maintenance program for you. 

We can assign plant personnel, 
or assist you in recruiting your own 
personnel, locally or worldwide. 
We can train your team in manage- 
ment, operations, and marketing. 
And our people will stay with you 
as long as you need them. 

Right now, at an oil refinery in 
Saudi Arabia and a salt plant in 


Uganda, our people are involved in 
both plant operations and training. 

At a fertilizer and chemical 
plant in Bangladesh, we are train- 
ing all craftsmen, operators, and 
supervisors required to construct, 
maintain, afd operate the complex. 

At a power plant in Ecuador, a 
refinery in South Korea, and a fer- 
tilizer plant in Egypt, we are help- 
ing to move new plants through the 
critical start-up phase. 

Whatever you produce—paper, 
food, metals, or anything else—we 
can help you. Wherever we go 
around the world, we have the ca- 
pabilities of Foster Wheeler behind 
us and an 80-year heritage of suc- 
cessfully engineering, constructing 
and operating industrial plants. 

So let us become part of your 


team. We can run your enti! 
operation for you. Or we cat 

train your people and then phas: 
ourselves out. Our principal offices 
are in Houston, Texas; Reading, 
England; and Milan, Italy. Talk t 
us and get a running start toda 


FW Management Operations, Ltd. 
Aldwych House, 2 Blagrave Street 
Reading, Berkshire, 

RG1 1 AZ, England 

Phone: (0734) 583585 Telex 
Hong Kong—Ocean Centre 
Tel: 3-721-1711 TIx: 37512 
Singapore—Shaw Centre 
Tel: 733-5216 Tix: RS39292 
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We'll run your plant for you. 





Or we'll get you off to a running start. 
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be M$62 million al 
diture of approximately M$30 million, 
the company will need about M$1 30 
million to meet its cash outflow. Unless 
the management can come up with 
something exceptional, the company 
will continue to be faced with cash- 


flow difficulties even by 1985. 


Maybe the board of directors ought 
to let us know how in the long term the 
company can be improved, as they so 
often say that MPHB must be looked at 
as.a long-term investment. Judging 
from the returns, it will be a long, long 
time before we can see the light at the 
end of the tunnel. To call for more 
money from the shareholders by way of 
à rights issue is not a long-term solu- 
tion. Improvement in profitability and 
turnover is the only answer. Perhaps 
the management ought to let us know 
what are the plans for improving the 
turnover of the company and in which 
area of business activities they can ex- 
pect the growth to be generated. And, 
if there is growth, can the margin of re- 
turns against sales be maintained, and, 
if so, how? 

In the light of the above, and in view 
of the fact that KSM (Koperasi Ser- 
baguna Malaysia) is the majority 


? ot the | "Panchsheel Agreement" : 
hthe expen- 






India which Peking blatantly violated 
in 1962 and subsequent vears can be 
cited as cases in point. 

I do not k&ow what the people of 
Hongkong can do about the present 
situation — but I do know that Peking 
cannot be taken at its word. It is my 
sincere hope that some means can be 
found whereby Hongkong's prosperity 
and its separate identity can be main- 


tained. LHASANG TSERING 
Dharamsala, India Tibet Information Office 


A helpful levy 


For the information of Ludwig Osinki 
[LETTERS, 28 June], the Philippine 
coconut levy — which has been sus- 
pended since August 1982 — was used 
for the socio-economic welfare of 
Filipino coconut farmérs. The fünd 
collected by the industry through the 
levy was used to pay for scholarship 
and insurance benefits for coconut 
farmers and their families and to fi- 
nance the replanting programme 


| which aims to increase the coconut 


shareholder of MPHB and more than - 


80% of KSM members are members of 
the Malaysian Chinese Association, an 


inquiry should be established to look 


into the management of MPHB. In this 


way the ah 


members cah be properly protected. 


WONG CHAN SHIN 
MCA central committee 


Kuala Lumpur member 


Bitter lesson 
Your analysis of the American investi- 
gation of Chinese negotiating tech- 
niques [21 June] made interesting 
reading. "What price the word of. 
Chinese ministers now?" 
price the assurance in 1983's 10-point 
plan?" are questions that not only the 
British Government and negotiators 
should bear in mind but which every 
resident of Hongkong should ponder. 
We Tibetans have fought and dealt 
with China for centuries and with the 
present regime ever since it came into 
power in 1949. Our bitter lesson has 
been that Peking cannot and must not 
be taken on trust. No treaty can be 


binding on Peking as it goes back on its | 


pledges with impunity as soon as the 





porary purpose for which they ini- 
tially signed the. treaty: has been 
served. 

And Peking will renege ón any and 
all commitments — even those that are 
unequal in its favour. Such has been 


and "What 
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yield of our farms and provide our 


farmers with higher and more stable 


income than they are getting now. 
Furthermore, at the beginning, the 
fund was used to subsidise coconut- 
based products such as cooking oil and 
soap, to keep the prices of these items 


within reach of the ordinary Filipino | 


consumers. Our coconut farmers today 
are also shareholders in coconut oil 
mills, a bank and a coco-chemical 
plant. 
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three countries: Indonesia, Philippines and Vietnam. A | 
knowledge of the political and legal background of these countries - 
is essential: Fluent English essential and a knowledge of a local 
language highly desirable. The ability to seek out and evaluate in- : 
formation objectively. Good politi 
communicate pci in TEPI both 





cal judgement and an ability tc 













farmers _ - especially r 
dustry was still controlled by m 
tional firms and other e eod 
rate entities. 
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The suggestion in INTEL LIGENCE: 
July] of covert nuclear cooperation bi 
tween Pakistan and China is pure fic 
tion. The report offers no evidence an 
completely ignores the categorical as- 
surances of the Government of Pakis- 
tan on this subject. ; 
Recently, the Pakistani foreign 
minister has again denied that h 
country is receiving nuclear techr 
ogy from China or that Pakistan: 
benefit from nuclear technol 
China wants to acquire from the 
ed States. The idea that Pak 
providing nuclear expertise to € 
even more fantastic. 
The Government of Paki 
firmly committed to a policy of 3 
atomic energy exclusively for 1 
purposes. It has no intentior 
soever of producing nuciear v 
It is also opposed to nuclear p: 
tion and has put forward a nur 
concrete and feasible proposals fc 
establishment of nuclear weapons-i 
regions, particularly in South Asia. 
KAMAL, A. 
"General of Pa 
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Wherever youre going, 
the going is easier with. 
Tokai Bank. 





Entering a new market? Trying to get the most out of an old 
one? Tokai can help. With 31 international offices and more than 
1,100 correspondent banks, we give you fast access to a world of 
information and analysis. Our advice is tempered by over 100 
years of experience. And we have the financial resources” to put 
your ideas into action. 

Tokai can also guide you through the intricate Japanese 
market. And because we maintain strong connections with the 
entire spectrum of business and governmental interests, we can 
offer almost unlimited access. 

So for everything from local bond issues to global 
computerized banking, talk to Tokai. And see how we can make 


the going easier for you. v TOKAI BANK 


“Assets (in millions of USS); 66,538 The International Pathfinder 


Head Office: 21-24, Nishike 3-chome, Naka-ku, Nagoya, Japan Tal- 052-211-1111 
International Banking Group: 6-1, Olemacty 2-chorne. Chryoda-ku, Tokyo, Japan Tel. 03242-2111 
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What to do with South Korea's c chaebol — 50 
business groups which dominate virtually the 
whole economy though no fewer than 26 of them 


are weakly structured financially — and how to 
.decentralise 

headache for the government of President Chun 
.Doo Hwan. The chaebol produce and market 
.everything from bread to aircraft engines, from 
.razor-blades to TV sets and from toothpaste to 
_microchips. But despite their somewhat deaden- 
-ing effect, and worldwide economic problems, 
~ South Korean industry continues to forge ahead, 


industry constitute a major 


‘not only i in the traditional areas of shipbuilding, heavy industry and con- 
- struction, but in others such as pharmaceuticals and food process- 
ing. ions looks at the industrial Lisle i d -— and problems — of 


yn raid’ "cust Jammu and 
ur’s chief minister and in- 
alls a government friendly to 
| indira Gandhi. 
Raa NeW Delhi cosa i 


ne Minister 


Nod 


Britis talks a development 


| A'c orruption ‘scandal 
| Korea sparks fury over the govern- 
ment's handing of the atta. 


Pakistan's President Zia-ul Haq 
remains reluctant to take the elec- 
tion plunge. 


| 
Pages 26-28 
Several top members of the Com- 


| munist we of Thailand are ar- 


rested. 


o| Pages 34-40 

The Thai press is m 
flourishing and free, 

| despite a battery 

i of government rê- 
gulations — and 

| Thailand is also ut 
usual in the latitude 
it gives to cl 
correspondents. 
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Pages 78-79 
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The Indian state of Kerala is re- 
nowned for its high literacy rate 
but even there education is under 
fire. 


Page 80 | 
Singapore's bidtoraise the normal 
retirement age by freezing com- 
pulsory savings causes an unusual 
parliamentary storm. | 


Pages 82-89 
The World Bank takes a surpris: 


ingly optimistic view of the econ 
mic future — but meanwhile head: 
for a row with the United State: 
over population policies. 


Another bureaucratic head ro 
the Indonesian oil world. 


More and more Japanes 
ors take a punt on the drut 
try. 


Page 104 | 
In. Malaysia a major bank n 
change hands in a co c 


‘| series of corporate deals, 
| another goes bumiputra. 
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REGIONAL 


Asean takes a new 
line on Cambodia 


The six Asean countries 
adopted a new theme at their 
annual foreign ministers’ 
meeting in Jakarta by calling 
for national reconciliation in 
Cambodia as a means to end 
the Vietnamese occupation of 
that country. In the com- 
munique, issued on 10 July 
after the two-day meeting, the 
Six said a political settlement 
in Cambodia hinged on “the 
withdrawal of foreign forces, 
the exercise of self-determi- 
nation and national reconcili- 
ation in Kampuchea.” 

A statement issued by the 
Asean foreign ministers on the 
first day of their meeting made 
it clear they were stressing the 
appeal earlier this year by 


Prince Norodom Sihanouk, 


resident of the Democratic 
ampuchea coalition, for na- 
tional reconciliation as a new 
tack in persuading Vietnam to 
negotiate the withdrawal of 
its 160,000 troops from Cam- 


— dodia. 


Asean officials include in 
their definition of national re- 
conciliation the participation 
of Cambodia's  pro-Hanoi 
Heng Samrin regime, which 
the Vietnamese installed in 
Phnom Penh after they in- 
vaded the country in De- 
cember 1978. By including 
Heng Samrin in the political 
equation, the Asean ministers 
felt they were offering a more 
acceptable withdrawal formu- 
lato Vietnam. — RODNEY TASKER 


drops soft policy 

Although Philippine Presi- 
dent Ferdinand Marcos has 
said that the military will con- 
tinue to use “maximum re- 
straint” in handling demon- 
strators and strikers, there has 
been evidence to the contrary 
in recent actions. On 6 July 
troops blocking the road to the 
presidential palace in Manila 
threw or fired dozens of tear- 
gas canisters at 3-4,000 stu- 
dents marching on the palace 
to demonstrate against higher 
tuition fees and the govern- 
ment's economic policies. Five 
students were injured and 
numerous bystanders, includ- 
ing women' and children, were 
caught in the barrage. 

In a separate incident, eight 
workers were seriously in- 
jured when police opened fire 
on strikers at the Artex Deve- 
lopment Co. textiles factory in 
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Malabon, Manila, on 9 July. 
The strikers, who walked out 
on 24 April, are demanding 
that their employer comply 
with government wage orders. 
A total of 56 workers and 
police were injured in the ac- 
tion, after which fire hoses 
were trained on nearby homes 
to flush out escaping strikers. 
Four policemen were badly 
beaten by workers, who also 
pelted the government troops 
with rocks. The government 
claims both groups had been 
infiltrated by communists and 
other leftists. | — GUY SACERDOTI 


Jakarta wary of 
border claims 


Indonesian Foreign Minister 
Mochtar Kusumaatmadja has 
expressed scepticism over 
protests by the Papua New 
Guinean Government that 
about 50 Indonesian soldiers 
crossed the border from Irian 
Jaya and burned houses and 
crops. Mochtar suggested that 
third parties had been respon- 
sible. The commander of the 
Indonesian armed forces, Gen. 
Benny Murdani, flatly denied 
the Papua New Guinean 
charges. But Port Moresby's 
Foreign Minister Rabbie 
Namaliu, attending the Asean 
foreign ministers’ meeting as 
an observer, repeated the pro- 
test. — SUSUMU AWANOHARA 


Indochina attacks 

Sino-US ‘collusion’ 

In a communique published at 
the end of their one-day meet- 
ing on 2 July in Vientiane, the 
foreign ministers of Vietnam, 
Cambodia and Laos once 
again condemned Sino-Ame- 
rican collusion and what they 
called the “new escalation” 


directed against the Indo- 
chinese countries by “the 
reactionaries within the 


Chinese as well as the Thai 
ruling circles.” Thai army 
commander Gen. Arthit Kam- 
lang-ek was once again criti- 
cised by name. 

The final communique also 
called for an immediate 
dialogue between Asean and 
the Indochinese nations “with 
a view to discussing urgent 
problems of concern to both 
sides.” The communique said 
that an Asean proposal on 
Vietnam's military presence in 
Cambodia put forward in Sep- 
tember 1983 and an Indo- 
chinese foreign ministers’ 
communique issued in January 
1984 “as well all other propo- 
sals from both sides" should 
be taken as the basis for dis- 
cussion. — PAUL QUINN-JUDGE 
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BUSINESS 


mai argues against 

F16s on debt grounds 
Thailand's Finance Minister 
Sommai Hoontrakul has ob- 
liquely voiced opposition to 
the Thai armed forces' plan to 
purchase a squadron of high- 
performance F164A jet fighters 
from the United States. AI- 
though the minister did not 
comment directly on the pro- 
posed purchase, he made it 
clear that the country’s al- 
ready burgeoning external 
debt does not permit the 
formulation of huge new over- 
seas obligations. 

Thailand's total external 
debt now stands at about 
US$11 billion and the debt- 
servicing burden has risen 
sharply in recent years 
(REVIEW, 5 July). An F16A 
squadron carries a price tag of 
about US$500 million, plus 
substantial additional operat- 
ing and maintenance costs. 
The air force has made it clear 
it wants the aircraft but the 
issue has yet to be approved by 
the cabinet. 

— PAISAL SRICHARATCHANYA 


Australian dollar 

takes a beating 

Badly hit by the surging US 
dollar, the recently floated 
Australian dollar fell succes- 
sively to new lows in the first 
week of July, dipping to less 
than 83 US cents at the open- 
ing of trading in Chicago on 9 
July. The currency sub- 
sequently recovered slightly 
to around 83.3 cents, still 
around its lowest levels ever 
and giving it a drop of around 
2% on the week, Foreign-ex- 
change traders have started to 
predict the Australian dollar 
tumbling to as low as 80 cents. 
The currency has little under- 
lying domestic support with 
which to counteract the rising 
US dollar. — EDNA CAREW 


Bechtel, Kepco move 
towards settlement 


Following reports in the Unit- 
ed States press of overcharg- 
ing to the tune of US$16 mil- 
lion by Bechtel, the US con- 
struction and engineering 
giant, for work on four nuclear 
power plants contracted by 
Korea Electric Power Corp. 
(Kepco), the two sides are 
making steps towards settling 
their differences. Bechtel has 
agreed to pay immediately 
US$3.5 million of the total in 
deferred tax credits owed. 
However, the remainder of 





the sum, mostly based on dif- 
fering calculations of labour 
costs of expatriate staff, is still 
in dispute. Industry sources in 
Seoul do not expect this con- 
troversy to threaten seriously 
Bechtel's cosy relationship 
with the public utility. 

— PAUL ENSOR 


Marcos expands 
Agriculture Ministry 
Philippine President Fer- 
dinand Marcos, as expected, 
issued an order on 9 July 
merging fisheries and land- 
management bureaux into the 
Ministry of Agriculture, 
changing its name to the 
Ministry of Agriculture and 
Food (REVIEW, 12 July). 

The minister, Salvador Es- 
cudero, appointed by Marcos 
on 30 June, also will sit on the 





of the 


boards 
Coconut Authority and the 


Philippine 


Philippine Sugar Commis- 
sion, government agencies 
which had been independent 
of the ministry. Nothing, how- 
ever, was said about the Na- 
tional Food Authority, headed 
by presidential adviser for 
food, Jesus Tanchanco, a close 
aide of Marcos' powerful wife 
Imelda. — GUY SACERDOTI 


Malaysia slaps 50% tax 
on cement imports 


In a sudden move, Malavsia 
has imposed a 50% tax on im- 
ported cement; which Singa- 
pore-based traders have been 
selling to Johor builders in re- 
cent weeks at discounts of up 
to M$3.30 (US$1.42) a bag 
to the Malaysian pro- 
duct. The imported cement is 
of Japanese and South Korean 
origin. Predictably, the move 
won praise from Malaysia's 
cement industry while build- 
ers' and consumers' associa- 
tions complained that the tax 
(imposed without warning 
during the Muslim Hari Raya 
holidays) will push up housing 
prices. — JAMES CLAD 
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IB ‘former Chinese Communist 
| Party chairman Hua Guofeng, 
Mao Zedong's designated 
|. successor who was ousted by 
-f elder statesman Deng Xiaoping 
-in 1980, has been diagnosed as 
having terminal cancer, 
| according to a.source close to 
| doctors who treat high-ranking 
- Chinese officials. Hua, who 
| arrested the radical leftist Gang 
|. of Four, also had participated in 
l the second. disgrace of Deng 
^ which, among other actions, led 
to -Hua's virtual house arrest in 
| the outskirts of Peking. The 
1^ source also said Hua is suffering 
i from chronic depression. Early 
“this year, rumours abounded that - 
d tried to commit suicide. 
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rime Mi isiér Bob: Hawke carried the 
y when the ruling Labor Party voted at 
je. party's: national conference to change 
d policy and allow the mining and export of 
cfo uranium (10 July). 


The standing committee of the National 
People's Congress approved a ministerial 
reshuffle promulgated by Premier Zhao 

Ziyang, Xinhua said (8 July). 


INDIA 

Police opened fire and used tear gas to 
disperse crowds of stone-throwing dem- 
onstrators in Jammu and Kashmir, it was 
reported (4 July). More than 250 people i in 
Jammu and Kashmir, including all airport 
police, were arrested in the wake of the 
hijack of an Indian Airlines jet. Two peo- 
ple died and several were injured in 
clashes between rival political factions in 
Tripura, it was reported (8 July). 


Australian Ambassador Rawdon Dal- 
rymple and the defence attaché left 
Jakarta on a fact-finding tour of East 
Timor. Armed forces commander Gen. 
Benny Murdani denied an accusation by 
Papua New Guinea that his troops 
launched a raid across the border in June 
(4 July). Murdani met Papua New: Guinea 
Foreign | Minister Rabbie .Namaliu in 
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the defunct Democ atic | 


Republican Party, the political 
organisation of assassinated 
president Park Chung Hee. It is 
an apparent bid to block more 
of their members from joining the 
recently launched Consultative 
Committee for Promotion of 
Democracy, a broad coalition of 
government critics led by Kim 
Dae Jung, now exiled in the 
United States, and Kim Young 
Sam, former president of the 
banned New Democratic Party. 


A PICTURE'S WORTH... 


Concerned over the sudden 
cancellation by senior Soviet 
Vice-Premier Ivan Arkhipov of 
his trip to Peking in May, China 
has sent Vice-Minister of Foreign 
Affairs Qian Qichen, a Soviet 
specialist, to Moscow. But in a 
clear demonstration that Moscow 
would not soften its support for 


.| Vietnam, as demanded by Peking 
asa precondition to- 


normalisation of Sino-Soviet 


| relations, a Vietnamese 


photographic exhibition 
attacking China was permitted to 
open in Moscow two days before 


EMEN 


Jakarta ishing the wale by the Port 
Moresby government that Indonesian 
troops had violated its territory. Asean 
foreign ministers ended their annual 
meeting in Jakarta with a communique 
which declared that Asean pledged full 
support for Démocratic Kampuchea pre- 
sident Prince Norodom Sihanouk's call 
for national reconciliation in Cambodia 
(10 July). 


JAPAN | 
Chinese Defence Minister Zhang Aiping 
arrived om an official visit (7 July). 


MALAYSIA 

United States Secretary of State George 
Shultz met Prime Minister Datuk Seri 
Mahathir Mohamad (9 July). 


PAKISTAN 

A hijacked Indian Airlines jet with 264 
passengers and crew aboard was allowed 
to land in Lahore after the pilot reported 
that he was running short of fuel, Pakis- 
tani officials said (5 July) Nine Sikh 
hijackers freed the hostages and surren- 
dered to Pakistani troops (6 July). The 
governor of Baluchistan was in critical 
condition after an air crash (7 July). 


PHILIPPINES s 

Australian priest Brian Gore was sum- 
moned to appear in court to answer 
charges ofi inciting rebellion, church offi- 








-criticism of the 


- United States i$ bd 





Qian's arrival. The exhibition, 
opened by Vietnamese 
Ambassador to Moscow Dink 
Nho Liem, depicted 
"subversive action gai 
Vietnam." pa 


DIOKNO ILL 
Associates of Philivgine.-- 
opposition leader Jose D Diokno ` 
say the former senatoris 
suffering from lung cancer 

and may have only six months 
to live. Diokno, currently i in 

the United States, was jailed 
by President Ferdinand Marcos | 
when martial law w Jel m ned 
in-1972. Since hist | 
prison in 1974, Dio 
country'smost p 
has relentless! 
against alleged al 
rights. His stand ; 
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by large US multin 
companies over the y 
economy have earned him 
widespread popularity am 
Left-leaning students and ot 
nationalist groupings. 
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cials said (5 July). The five- 
investigating the assassination of 
senator Benigno Aquino ended 
months of publie hearings (6 Jui 
army launched a major driv 
munist guer illas in the northern 
pines, à military spokesman said (| 


SINGAPORE 

A top Foreign Ministry of cial 
victed of passing information to à | 
businessman and sentenced to one das 
jail and fined more than US$I000 
July). 


SOUTH KOREA | 

South Korea cal led for an early resump 
tion of reunification talks with the N 
(4 July). Japanese Foreign Minister Shin 
taro Abe arrived on an official visit (6 
July. 


SRI LANKA | 

Separatist rebels gunned down i 
Tamil youths in Jaffna, it was rep 
July). 


THAILAND 

Police arrested 16 suspected it 
of the banned Comunist Party of : 
in their Bangkok hideouts, a in 
officer said (4 July). The Royal 
Force submitted a request.to the 
Ministry to buy F16A D irom 









Mohan Ram in Srinagar 
t 6 a.m. on Monday, 2 July, 12 | dullah was still officially chief minis- 
'€É members of Jammu and Kashmir ter, a Monday morning curfew was im- 
"W chief minister Farooq Abdul- | posed and special security forces were 
's National Conference party, to- | flown in from other states without his 
ether with one independent member | knowledge — though he himself held 
of the legislature, drove to thestate gov- | the home affairs, or security, portfolio. 
er Pr E palace to inform him they were | He was dismissed as chief minister in 








| legitimacy, considering the fact that 
the sheikh and the National Confer- 
ence were barred from participation. 
In: the end, Mrs Gandhi realised she 
| would have to come to an accommoda- 
| tion with the sheikh, who returned as 
| chief minister in 1975 over a Congress- 
the afternoon and a new ministry | dominated legislature. Later the Na- 
headed by Shah was sworn in. | tional Conference, allowed to return to 
"It is unconstitutional, undemocra- | politics, again demonstrated. its un- 
| 


n: 







tic,” Abdullah told the Review. "I will | challenged dominanc Jj 2 the polls. 
fight Shah like a tiger. Ours will Before his death in 1982. the sheikh 
be a peaceful, non-violent struggle. nominated Farooq as ius SUCCESSOR, 
Insh'allah [God willing], we will win." | much to the disappointment. of Shah, 
The ousting of Abdullah has been an | who had acted as his political aide: At 
objective of Mrs Gandhi since the Con- | first the successión had Mrs Gandhis. 
gress suffered a stunning electoral de- AL SN but hopes in New Delhi that. 
| "Pm ae the state was get- 
Now THAT I'VE. FINISHED WITU 272 | | ting a phant chief 
TUAT.LET ME DEAL UTH THIS! TEM EE qninisier proved 
(0 ees 0 PARED Seem unfounded. < | 
With the old 
leader gone, the 
prime — minister's 
advisers, includ- 
ing her son Rajiv, 
believed. that the 
JE. Congress — could 
successfully chal- 
lenge the National 
Conference’ in the 
1883 voting. After 
a no-holds-barred 
campaign, marred 
Bv violence and 
charges on. both 






3 adhi s HEAR party w hich 
een ‘brewing all year but still 
with unexpected speed when it 
ppe ed. 










uslim Cong epa UB UE "fm 
Ramadan fasting: "I will remain 
ce as long as I enjoy the confi- 
ce of the people." In the event, the 
ple were not called on to give their 
iion. The defection of the 13 legis- 
rs, who had all been supporting his 

rnment, removed his majority in 
| -member chamber and led to his 


























qu support of the 26 mem- Lop 
f the Congress who had previ- 
eeN in opposition. 

eeds of the palace intrigue — 
ally nurtured by the Congress — 
fr om the rivalries Shin the 
























the  Pevefed don. of 
. Farooq and his powerful 
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riora long time have been lined Cartoon from The Times of India: a constitutional coup. TERT sides of vote rige 
gainst two of the sheikh's other um | ging, the Congréss 
ren, his son Tariq and his daugh- | feat at the hands of the National Con- | did manage to improve i its representa- 





Khalida, and Khalida’s husband, 
ah. After the expulsion of Shah from 
ruling party, Khalida formed a 
i group, also called the National 
onference, in May. 

As the defections left Abdullah 
ithout a majority, the Congress made 
a coordinated move by writing to state 
Governor Jag Mohan pledging uncon- 
ditional support for any new govern- 
nt the Khalida-Shah group might 
y to form. It was in this manoeuvre 
t the post of the governor — ap- 
ed by New Delhi and a relic of the 
ish Raj — became a useful political 
rument for Mrs Gandhi. 

previous conventions had been 
ved, the chief minister should 
1asked to test his majority in 
^0 nfidence i in an ear arly session 


ference in June 1983. But though New | tion from the larg gely Hindu Jammu re- 
Dehli has been able to install a govern- | Bron, ousting the Hindu-nationalist 
ment by proxy, Congress can never Bharatiya Janata Party. But in the 
hope to win the state at the polls. Muslim Kashmir vi Wey the National 

Conference was aom, giving it a 
bes majority in the legislature and 
crushing Congress hopes of foreing a 
coalition, 

Since then, New Delhi has been cam- 
paigning to undermine Abdullah. Part 
of this took the form of accusations 
that be was cooperating with pro- 

Pakistani secessionists and Islamic 
fundamentalists within the state and 
with Sikh. extre vists in a ME 
Punjab, as well : illo ef 
arms s from P y 












he tensions between Abdullah 

and New Delhi have their roots in 

the history of Jammu and 
Kashmir's relationship with the Indian 
nation. Sheikh Abdullah was instru- 
mental in securing the accession of the 
state — which had à Muslim majority 
ruled by a Hindu maharajah — to India 
upon independence in 1947 and he be- 
came the first state premier, endin g 
royal rule. But his later equivoca- 
tion over accession caused his arrestin 
1953 on charges of anti-Indian conspi- 
racy. He was effectively exiled from the 
state and its porties Tor the next 22 
years. 
 Inthose years none of the state gov 
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^ REVIEW correspondent Mohan Ram 
. was among the 264 passengers and 
"cerew held hostage aboard the Indian 
Airlines Airbus A300 hijacked on a 
flight from Srinagar to New Delhi and 
forced to land in Lahore, Pakistan. He 
reports: 


Fo seat 36B; in the last but one 
-F row, I could see diagonally across 
"the main cabin. About 20 minutes after 
we took off, the nine hijackers pulled 
out pistols and daggers and told 
everyone to sit still. "We have two pis- 
-tols and a grenade, so behave;" one 
said in Punjabi. I saw one steward 
forced out of his seat and made to move 


towards the flight deck by a hijacker | 


who fired a shot. The steward stum- 
bled and fell, and for à moment I 


thought he had been hit; but it was just ; 


a warning shot. 


Four shots were fired at the door to j 


he flight deck to force it open. One 
shot went through the door hitting and 
. wounding the flight engineer, who also 

-suffered a stab wound in a struggle 
. when the Hijar kors entered 
eos nd 


“New: Delhi has been particularly 
irked by Abdullah’s growing identifi- 


cation with the national and regional 


political parties opposed to Mrs Gan- 
dhi. Last October he hosted the third of 
a series of opposition leaders’ confer- 


= ences and stated firmly that he was 


^^part of the "national opposition.’ 
From then on, the Congress encour- 
aged a split in the National Conference 
with the aim of installing its protégé, 
Shah. 


fter the appointment of the new 
chief minister, the Jammu and 
Kashmir Congress party presi- 
dent, Mufti Mohommed Sayeed, said 
that his party would support Shah un- 
conditionally without wanting to share 
power through a coalition. He said that 
the dominance of the Khalida-Shah 
group would restore the National Con- 
ference to its old character. The Con- 
gress had shared values with the party, 
he said, such as secularism and democ- 
racy. What had caused the opposition 
to Abdullah within the National Con- 
ference, Sayeed said, was his confron- 
tational attitude to New Delhi and his 
inability to combat anti- national and 
divisive forces. © | 
What is still. not Clear Ly 
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“Alter the initial violence 
on the aircraft was cowed into submis- 
sion. We werg ordered tojoin the 





. kers in chanting S kh. extrei r ist s 


gans and we did sọ, We wer otto 
unfasten our seat belts and not to talk 
to our neighbours. Apart from a few 
whispers, hastily stopped when we 
were observed, we obeyed that as 
well. 

We knew little of ist was going on 
except that we had been hijacked and 
were circling Lahore. It was not until 
hours later, after we had landed, had 
sat on the runway until morning and 
were allowed to listen to the Indian or 
Pakistani radio news, that we heard of 
the hijackers’ demands for the Indian 
Army to leave Punjab and pay com- 
pensation for the attack on i the Golden 


n Temple. 


Tt was with relief that we heard 
the deadline set by the hijackers to 


blow up the aircraft unless the de- 
‘mands were met had long since ex- 


pie. 


r here was no: vere on board and, 
apart from one glass of orange juice 
served shortly | before take-off, for most 





of us there was nothing to eat or drink 





during the 20-hour ordeal. What water 
there was on board was reserved for 
women, children and foreigners. Bas- 


state's special. 
within the Indian utito 
a goverthment unde Y Ds 
Congress, which dràws its strength 
from Hindu-dominated Jammu, as a 
New Delhi surrogate. 
The charges of cooperation Ww ith; pro- 
Pakistani Mieten are not taken very 
seriously by most political observers. 
In the words of one local journalist: 
"The easiest way to settle political 
scores in this state is to brand your op- 
ponent pro-Pakistani." The accusation 
over arms-smuggling into Punjab is 
dismissed as irrelevant because border 
security is New Delhi's responsibility 
and not the state's. Abdullah undotübt- 
edly still has a lot of support as the de- 
signated successor to his father and all 
that he stood for — the dignity and 
self-respect of the Kashmiri. Added to 
this, he has the support of his mother, 
who is still an important factor in the 
state's politics. 
"The state has entered a new ondes of 
uncertainty, almost full-circle back to 
the 1950s. What Abdullah’s tactics will 
be now are not known, but if there is 
political turmoil in this always-sensi- 
tive peas state, Mrs cn ~a 





sit with the passengers, | 
| allowed to move about ai 






sengers were distributed. n 
children, during the PRE. 

airport tarmac. 
While male stewards were f 















































sengers as well as they could. T 
them were Sikhs and spoke Pun 
They took part in repeating 





kers to make announcements ove 
public-address svstem. 
Male passengers were more hars 
treated. At least two Indian Arm 
ficers were humiliated bx havir | 
insignia cut off their uniforms anc 
suffered à stab wound. Men y 
lowed to go to the lavatory 
being searched and even 
cort. | 
The climax of the 
traumatically and su 
bid to win 1 asylum 
hijack i 


allover — we were fre 
The release of ten 
some-wiexpected beh j 
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New Delhi is anxious 
that the hijackers 
not go unpunished 


By Husain Haqqani & Mohan Ram 
B^ India and Pakistan were. 

viously relieved by the outcot 
the hijacking by Sikh militants a 
Indian Airlines Airbus A300 on a fi 
from Srinagar in Jammu and Kas 
state to New Delhi. The incident en 
with no serious casualties. and 
hijackers surrendered to Pakistant à 
thorities. | 
But though India was quick t 
press itsgratitude toits neighboui 
its cooperation and handling 
situation. there were still some I 
vations expressed privatelv about 
Pakistan will now deal with the t 
jackers. | 

The Pakistanis were reluctant 
to grant permission for the hiji 
aircraft to land, fearing that: 
volveme it could cont E 
in. already 
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losed ” 
S ability to get troops to its 
rebellious eastern wing — now 
angladesh. 










kistan, let alone if anything had 
one wrong, might have been enough 
yr India to point its finger — or even 
its guns — at Pakistan," one official 
said. 
The Pakistanis were careful to keep 
n close touch with the Indian au- 
thorities, who were even consulted on 
granting permission for the aircraft to 
land after the pilot reported he did not 
have enough fuel to go elsewhere. The 
surrender of the hijackers, after 20 
urs, came only after the Pakistani 
negotiators threatened them with a 
mmando raid to secure the release of 
ie hostages, according to Lahore air- 
port sources. . | 
























cen charged with air 
e trial under Pakis- 















d hijacking. They are at pre- 
1 military custody under interro- 
n. "We want to know whether we 












ow the hijackers managed to beat 
iormally tight security at Indian 
rts. Srinagar should have been 
y secure in view of the crisis 
"a Pakistani official said. 
incident and the fate of the 
rs are likely to be discussed by 
in Foreign Minister P. V. Narasim- 
tao and his Pakistani counterpart, 
bzada Yaqub Khan, who will 
together from New Delhi to Mal- 
es for the South Asian Foreign 
sters Conference. 
the Indian side, there is some irri- 
over the fact that since Pakistan 
d it will try the hijackers, it will 
Jearly not return them to Indian jus- 
ice. Again, there is a precedent which 
may not augur well from the Indian 
andpoint. 
The last time an Indian aircraft was 
ijacked to Lahore was in September 
81, and Pakistani commandos cap- 
red all five hijackers, who belonged 
) a Sikh extremist organisation. At 
first Pakistani President Zia-ul Haq 
aid he would return them to India, but 
e then retracted this and said they 
ld. be tried in Pakistan — but no 
al has ever been reported. India sus- 
sts the men have been granted poli- 
al asylum and released. oe 
india is now carefully watching the 
ome of the latest case, If there is no 
al or heavy punishment, they fear it 
ould encourage similar offences be- 
use hijackers will assume they will 
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‘Just allowing the plane to land in 


ia Sikh Students | 


stipulates the death 


ld expect more such incidents and. 


‘to promote better communications, the 


o unpunished if they reach Pakis- | British are deeply suspicious of their 









A British rhinister's unexpected dash indicates the 








Sino-British talks have reached crisis point 


By Derek Davies and Emily Lau 
T: sudden arrival in Hongkong of 
the British minister with special re- 
sponsibilities for the territory, Richard 
Luce, made it clear that the Sino-Bri- 
tish negotiations on the future of 
Hongkong had reached a critical stage. 
Luce's arrival on 12 July followed an 
equally hurried dash to London by 
Hongkong Governor Sir Edward 
Youde and British Ambassador to Pe- 
king Sir Richard Evans, and coincided 
with Youde's return from Peking at the 
close of the 18th round of the talks. 
Although the British Foreign Office 
was quick to deny there was a crisis in 
the negotiations, Luce's three-day 
visit, announced less than 48 hours be- 
fore his arrival, fuelled suspicion that 
all was not going well. The main stum- 
bling-block (and the subject of the 
hurried consultations in London and 
Peking) is the Chinese proposal to set 
up a Sino-British joint. commission, 
purportedly to study the administra- 
tion of Hongkong during the transition 
period. |  .. 
The proposed commission has been 
regarded with grave suspicion by Bri- 
tain and Hongkong since it was raised 


| in the spring. They see the commission, 


which would have permanent offices 


in Hongkong, developing into an alter- 


native source of authority, further 
weakening the Hongkong administra- 
tion whose worst fear is that over the 
transition period it will progressively 
become more of a "lame duck." The 
proposal was also seen as contrary to 
the development, of local leadership 
through increased representation due 
to be outlined soon. 

The British side was expected to pre- 
sent its response and any counter-pro- 
posals at the 18th round of talks, and 
presumably the to-ing and fro-ing be- 
tween Hongkong and London were to 
coordinate this response. 

A well-informed pro-Peking maga- 
zine, The Mirror, referred to the pro- 
posed joint commission as the Sino- 
British Liaison Committee and said it 
should also include Hongkong Gov- 
ernment executives. This would ap- 
pear to be in contradiction to Peking's 
continual rejection of the concept of a 
"three-legged stool" including Hong- 
kong. E 

Although the Chinese have stressed 
repeatedly that the commission's pur- 
pose would be to execute and imple- 
ment the Sino-British agreement and 






motives. According to. well-informed 
sources, the Chinese began by stressing 
only that thecommission would enable 
China to learn how. Hongkong is ad- 
ministered; more recently they have 
been speaking in terms of "liaison," 
"consultation" and even "overseeing." 
If, for example, the commission were 
to demand access to top policy papers, 
the British side feels this would 
quickly lead to direct interference. 
Also it is felt the commission would act 
asa watchdog ensuring that Hongkong 
does not boost revenues by selling land 
on long leases extending well beyond 
1997, when China is to resume sover- 
eignty; or that the official Hongkong 
reserves and the Exchange Fund are 
not depleted, leaving empty coffers by 
the time of the takeover. The British 


fear the commission might. develop 


into a transitional government. 

So far on this issue, the Chinese are 
pushing their proposal strongly and 
appear to be operating under tight re- 
straints. Deng Xiaoping is said to at- 
tach great importance to the commis- 
sion and is calling the shots personally. 
Receritly Deng appears to be getting 
increasingly tough and impatient. 


B esides the dissension over the com- 
mission, another hurdle is the huge 
disparity in the two draft agreements. 


_ The British side continues to insist that 


the final agreement should include as 
many details as possible while the 
Chinese want only broad principles. 
Most of the present difficulties stem 
from a growing lack of trust and faith 
between the two parties. Some feel the 
British are being too suspicious: that 
any arrangement which will enablethe 
Chinese to learn how to run a free- 
market economy (and about the deli- 
cacy of confidence in such an environ- 
ment) is to be welcomed, though the 
medium for this process need not 























































If you think of IBM as a - 
company that makes big 
computers for other big 
companies. vou re r ight — br tc 
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serves thousands of small __ 
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At sea, on land and in the air, Nedlloyd is on the move: 
Providing a major worldwide transport capability fundamental to 
the economies and well-being of developed and developing 
countries alike. 

Providing a broad range of supporting specialised port 
facilities and forwarding know-how internationally to complete 
the link in the transport chain. 

Today, we are also active in the important energy field, 
with substantial offshore operations. JU 

Simply to be one of the largest and best p 
equipped companies in the business is not 
enough. It takes thousands of Nedlloyd 
people all around the world using their 
experience, expertise and professionalism | 4 
to make the service really work. 

However large we become, we 
never forget that Nedlloyd is still about 
people serving people. 
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Rising tide of outrage 


The government comes under fire for its handling of alleged 
corruption involving the ruling party chairman* 


By Shim Jae Hoon in Seoul 


orruption scandals are not un- 

familiar to South Korean President 
Chun Doo Hwan's four-year-old ad- 
ministration, but the latest one in- 
volves a leading figure in Chun's ruling 
Democratic Justice Party (DJP), and it 
could prove to be a costly liability in 
the general election, just eight months 
away. 

The sacking of party chairman Jung 
Nae Hiuk on 25 June, following wide- 
spread allegations in the press about 
the way he accumulated his vast per- 
sonal fortune, has failed to put a lid on 
a rising tide of public outrage at the 
way the government has handled its 
investigation of the affair. 

The press allegations against the 57- 
year-old former speaker of the na- 
tional assembly were based on a 148- 
page report, copies of which were re- 
ceived in the mail by three national 
daily newspapers in Seoul on 13 June. 
The report detailed Jung's alleged pos- 
session of prime property holdings in 
and out of Seoul — including land, a 
ranch and several office buildings, 
apartments and houses. The report 
claimed that the property was owned 
by Jung, his wife, their two sons and 
Jung's son-in-law and valued Jung's 
holdings at Won 18 billion (US$ 22.5 
million). 

The report, complete with annota- 
tions and photographs, was too ex- 
pertly written to ignore. No wonder. A 
subsequent government-initiated in- 
vestigation into the origin of the report 
and into possible libel charges as- 
sociated with it — conducted by the 
Seoul District Prosecution Office — 
revealed that it was the work of profes- 
sionals who knew Jung well. 

Egging on a team of private fact- 
finders, the government discovered, 
was Jung's life-long rival in both his 
military and political careers, former 
assembly representative Mun Hyong 
Tae. Supervising the secret operation 
was Yun Man Dok, a retired deputy di- 
rector-general of the Korean Central 
Intelligence Agency, now called the 
Agency for National Security Plan- 
ning, the government investigation re- 
vealed. 

The crucial question raised by the 
report was how Jung could have 
amassed such a fortune in only 20 
years. He had a reputation for rec- 
titude in a country in which corrup- 
tion at the top is generally conceded to 
be endemic. But, in addition to alleged 
bribe-taking and other examples of 
malfeasance mentioned in Mun's re- 
por — pouch as n aC money for ar- 





ranging the promotion of certain offi- 
cials — other reliable sources here 
suggested that Jung made his fortune 
mostly by first purchasing cheap land 
and then pressuring relevant officials 
to have his parcels "exchanged" for 
prime properties in government pos- 
session. 

This practice involved much more 
than simple land speculation, though 
Jung is known to have indulged in that, 
too. Jung also was apparently able to 
get land earmarked for industrial use 
reclassified for residential purposes, 
thus greatly enhancing its value. Such 
changes would have required consi- 





derable political clout. Mun's report 
also alleged that Jung illegally moved 
capital overseas, presumably to the 
United States. 


he son of a well-to-do minor offi- 

cial of a small town in the rice- 
growing province of South Cholla, Jung 
was bright enough to be accepted by 
Japan's Imperial Military Academy. 
When Japan surrendered its Korean 
colony in 1945, Jung joined the South 
Korean Military Academy, where he 
met and became friends with a 
classmate named Park Chung Hee, 
who became South Korea's president 
in 1963 after seizing power in a coup. 

The rest of the story is typical of 
many successful politicians in South 
Korea, where personalities and per- 
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possibly no one else — backing him, 
Jung became minister of trade and in- 
dustry and then minister of national 
defence. And when Park was assassi- 


eet oe 
‘in job appointments. With Park — and. 





nated in 1979, Jung wasamong a hand- ^ N 


ful of Park-era politicians retained by 
Chun's administration 


Not only has he survived the purges — 


which left hundreds of other politi- 
cians jobless, but he was named party 
chairman by Chun last October. 
Rumour has it that he was rewarded by 


Chun for having helped the new mili- ~ 


tary-backed government suppress the 
anti-government Kwangju uprising of 


May 1980 in Jung's native province of ~ | 


Cholla. 

By comparison Mun, 62, was far less 
fortunate than Jung in the years fol- 
lowing Park's death. A self-made man 


who rose from'a peasant background —— 
to become a four-star general anda ~ 


chairman of the military's joint chiefs 
of staff, Mun was purged under Chun's 

"political purification law," 
four years ago. 


village of Koksong, hinged on 
Jung's success in winning an as- 


in office to become assembly 
speaker, leaving Mun politically 


clash again in the coming election, 


credit his rival by exposing his al- 
leged corruption in office. 

The scandal was sensationalis- 
ed by the local press which billed 
the Jung-Mun battle "A Star 
War," with thestar a symbolofthe 
former generals. And the affair 
became even more controversial 
when the DJP seemingly mishan- 
dled it. First Chun sacked Jung, 
replacing him with Kwon I 
Hyon, the party's secretary-gen- 
eral, also a retired military intelli- 
gence officer. 

Then the government initiated 
the prosecution office's investiga- 
tion of Mun's role in the campaign 
against Jung, seeking to bring charges 
against Mun and his collaborators of 
libel and defamation and leaving Jung 
looking liketheinnocent victim of a po- 
litical smear campaign. "This odious 
practice of slandering other people 
must be uprooted," said DJP spokes- 
man Kim Yong Tae when the allega- 
tions first appeared in the press. 

The party's attitude led normally 
quiescent citizens here to explode. 
Newspaper offices received hundreds 
of calls from angry citizens demanding 
to know why the prosecution office 
was questioning only Mun and his 
friends, not Jung. The prosecution of- 


fice and the DJP also received hun- - 


dreds of calls from irate citizens. Radi- 
cal students threatened to bomb the 


prosecution office' s "safe house," where 


21 


passed — j 


sembly seat from Mun and rising 


shackled. With the two likely to $ 
Mun apparently decided to dis- 


The difference in political for- .— | 
tunes between the two retired — 
generals, who were from the same . - 



















l usain Haqqani in Islamabad 
mil itary regime of President Zia- 
faq completed its seventh year 








While it is government practice 
wn the anniversary of the 
‘deposed former prime 
‘Zulfikar Ali Bhutto and 
ight Zia to power, most observers 
| urprised atthesilenceof the poli- 











al call to observe the anniversary as 
y of protest. 

e absence of the customary state- 
| by the opposition in past years, 
g for an end to martial law and 
oration of democracy, was pos- 











1g in Pakistani newspapers. Op- 
n leaders spoke to representa- 
he foreign media only at the 
espondents' initiative. | 












reatest political. accomplish- 
of the past seven years: a recogni- 

by most Pakistanis that the mili- 
/srole in politics is here tostay and 
iat at least in the short term it is futile 
try to topple the regime. More and 
ore people now want to reform the 
tem rather than confront it, though 
le ranks of Zia's critics continue to 
ell. Although the politicians are 
'eptical, Zia and his colleagues main- 
n that elections promised by March 
9 will be held and that martial law 
re way to civilian rule. 




















0 at tthe ‘government's. concept 
m democracy" when he said 


“Frankly, nn not € even interested in 


ower on 5 July without official 
tion or opposition demonstra- | 


al opposition, which did not issue its - 


cause of the ban on political re- - 


ypposition’ s silence symbolised | 










this case," commented Kim Chung Yol, 
a philosophy professor ft Korea Uni- 

versity. His reason: “Even if I were, no- 
thing could be righted. In short, this is 


a case which once again establishes 


how sick our society has become." 

The cynicism was well-founded. 
Four years ago, Chun mounted a cam- 
paign aimed at purifying South Ko- 


I Mui he remains a alein. the Do di cannot put off 
ji h longer the promised elections to legitimise his regime . 


Islamic. Talpur, a Sindhi politician 
who opposed fellow Sindhi Bhutto 
when he was in power, has in the past 
made startling statements about the 
country’s future political system. But 


he outdid himself this time when he 
said that Saudi Arabia's system was. 
closest to the spirit of Islam and the 


fact that it was amonarchy should not 

hinder Pakistan from emulating it 

with some modification. i 
Talpur said that “the seat of power” 


| (meaning the presidency) should. be 


filled before elections to a parliament 
were held. The method for filling “the 
seat of power,” according to the minis- 
ter, should be the nomination ofa 


name by the cabinet, followed by a re- 


ferendum to secure public endorse- 


ment or otherwise and a repetition of- 
the process until a name proposed by 


the cabinet gains popular approval. 
Although Talpur was probably just 
"thinking out loud," his statement re- 
flects concern in the ruling circle that 
things could get out of hand if the poli- 
tical process was not tightly control- 
led. 

During the past seven vears, Zia's re- 
gime has established a semblance of 
stability, achieved respectable econo- 
mic growth and secured international 
recognition and support. Zia com- 
mands considerable respect personally 
and is perhaps more popular than any 
individual opposition politician. Sev- 
eral opposition figures have said pri- 
vately that Zia is personally accept- 
able to them even though they consider 
martial law against the interests of the 
country. The regime, however, lacks 
legitimacy, and the proposed experi- 


-ment with an indigenous form of 


democracy is meant to secure that 


| without putting | at risk the govern- 
 ment' s stabi i T 
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who were 'e accused of illicitly amassing 
huge fortunes. Subsequently, it was 
announced. that they had ' ‘voluntarily 
decided to donate to the g government” 
their ill-gotten. we alth, which totalled 
Won 71.6 billion. os le 

But why had Jung es seaped the anti- 
corruption net, the public asked. The 
government apparently decided that 
the question. was too embarrassing to 


a 





"Zia M not. like taking risks," `” Ye- 
marked one of his former cabinet. 
ministers. “He has said several times 
that he does not. want to put at risk the 


| reality [of being.in power] for the sake 


of legality, and it was enough that he 
knew the people supported him. Now. 
that his martial law has become the 
longest 1 in Pakistan's history, he is be- 

ginning to realise that he needs a man- 
date. [Former president] Ayub Khan 
was less. controversial than Zia and 
even he did not rule without elections. 

But Zia has lasted seven years. He isa 
survivor who knows. that. even sur- 

vivors do not last forever." 

According to this. former minister, 
Zia missed several opportunities of 
going to the people when zd could have 
run and won elections — one being 
soon after the Soviet invasion of Af- 
ghanistan — because of his reluctance 
sks. "This time it will be dif- 
ficult to put off elections, so the, em- 
phasis is on form. But the take- -no- 
risks psyche is still there," he said. , 

According to high-ranking govern- 
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ment sources, there are several argu 
- mentsin favour of holding presidential 
‘elections before. those for parliament, 
though all of them revolve around 


maintaining stability, o the. least 
possible ,changes ceoverainent 
policies and personalities. i ee 
he, military is ‘deter mined to intro- 
duce a partyless system, it is said, 
but the fear remains that s some mem- 
bers even if elected on anon-par ty basis 
still might choose to oppose the govern- 
ment., if parliamentary elections 
were held first, “The Majlis-e-Shoora 
[Zia's nominated quasi-parliament] is 
hand-picked and. even. its members 
criticise the government," "said.a senior 
Pakistani journalist. "Elected mem- 
bers are likely to be even more critical 
whether they. belong to political, par- 
ties or not. If.the president is elected 
first, however, àt will.be easier for him 
to twist the; arms of members of parlia- 
meni. «uus 
; More i Im 






o RN : t however, is s the fact 

































punished. une and Mun ea 
lished a statement “apologising for the 
controversy.” Jung then announced 
that he was quitting his assembly seat 
and retiring from public life al- 
together. “I have decided to return all 
my assets to the society,” he added in 
his statement. Just to make certain the 
case was closed, the press was advised 
not to publish anything further on the 
affair.. 

The 





government is visibly em- 


to agree on a national figure to run for 
president against Zia, who has all the 
advantages of being in power. Al- 
though direct presidential elections 
have been suggested, most particularly 
by former law minister A. K. Brohi — a 
close confidant of Zia — they are not 
favoured by government leaders be- 
cause they could expose weak spots in 
the regime's support. 

: As one source put it: “If Zia wins 
with wide margins in Punjab and the 
North-West Frontier Province, but 
loses Sindh and Baluchistan, he will 
not be a president of national unity. 
Also, the government will probably 
lose in urban centres where 
the educated elite wants | 
Western democracy rather | 
than a home-made hodge- 
podge." 

Chances are that unless 
some major regional deve- 
lopment serves as an ex- 
cuse for their postpone- 
ment, Zia will go ahead | 
with his plans to end mar- | 
tial law and transform his | 
regime into a civilian one 
through controlled elec- 
tions. The decision on whe- 
ther to hold the presiden- 
tial elections first is yet to pé 
taken. The risks for Zia are greater 
in a direct presidential election, par- 
ticularly if he continues to play the 
non-candidate until the last minute 
and refuses to join or form a political 
party. 

Observers point out that though this 
year's was the quietest anniversary 
that Zia's regime has had since its ac- 
cession to power, the calm on the poli- 
tical scene is an uneasy one. "Zia's Is- 
lamic constituency is weaker than be- 
fore," remarked a spokesman of one of 
Pakistan's Islamic political parties. "It 
is not enough that Zia is a good Mus- 
lim, while several ministers lead un-Is- 
lamic lives and even poke fun at Is- 
lamisation. The magic of Zia's humble 
ways, his invitation to all and sundry 
to write down their proposals for im- 
provement of government, is wearing 
off. We are beginning to ask how a 
Mein eh can surround him- 





















































, ficials must register theimper sonal as- 


sets with the government. However 
even if the law were revised, few here 
believe corruption in politics would be 
stamped out. Jung, they point out, was 
among those first to register under the 
1981 law. But the net value of the prop- 


erty he is said to have reported was Hit- 


tle more than 10% of the amount men- 
tioned in the press as falling under his 
family's control. rn 





let members of the old regime serve in 


_ key positions." 


he Islamists resent. Zia's. depen- 

dence on the civil service: and tradi- 
tional power elite while seeking their 
(the Islamists’) support in the name of 
Islam. Several of Zia's nominees in the 
federal and provincial councils are 
people who have been associated with 
several successive regimes, and Zia's 


decision to solicit their backing has an- 


noyed those who looked to him as a 
champion of Islamisation. 
While secular democrats have no 
reason to support the government, 
even groups interested in 
&maintaining the status quo 





Be too much of a status quo 
man,” observed a professor 
at Karachi University. 
“Some of the ministers 
have been there all seven 
| years and even portfolios 
| haven't... been: 
[Permanent] secretaries of 
|. the federal government are 
transferred infrequently 
. and the president doesn't 
“| seem to realise that people 
run out of ideas and be- 

come stale when they remain in the 
same office for too long," he continued. 
"Moreover, there is a feeling among 
young people that there is rio upward 
movement while the old guard is there. 
The irony is that Zia could do much 
better if only he was to take the initia- 
tive and make bold decisions. Unfortu- 
nately, he chooses to rule by default — 
because the opposition is weak and no 
one can challenge him.’ 

An interesting phenomenon in 
Pakistan's current political scene is 
that while Zia and his government 
come in for increasing criticism, not all 
critics of the regime are its avowed op- 
ponents. Most people seem resigned to 
the fact that for better or for worse the 
present regime cannot be wished away. 
A change of form, from martial law to 
democracy even if only in name, will 
provide an opportunity to many to 
make their peace with the system while 
tart working h der te 








lack enthusiasm for it. “Zi 


- changed. 
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nis: ion mnor, An: dominant 

in Malaysia's ruling National 
ont coalition. The party president 
elf, Prime Minister Datuk Seri 
ahathir Mohamad, warned delegates 
to the party's recent general assembly 
its dire consequences. It is alleged 
that cash bribes were offered to dele- 
les by candidates standing for vari- 
supreme-council positions. In other | 
stances, dinners and free overseas 
ips were organised as inducements. 












































eked a particular candidate. 
.ampaigning within Umno in fact 
nt beyond bribes and promises. 
'é were even cases of charms and 
" being used and reputable. 
ohs (mystics) were said to have 
(i| retained as "consultants" by 
of the more superstitious candi- 
es. As if all this were not enough. 
ear Campaign in this year's party 
on was far more vicious and vin- 
e than anything that had been 
en before. Poison-pen letters con- 
g sordid — often senseless — re- 
ations of candidates’ private lives 
' circulated far and wide. Con- 





olitical careers of opponents 
| cleverly manufactured 
ours. supported . by a craftily or- 
‘ated “whispering” campaign. 

at is even more frightening, how- 





candidates, An equally alarm- 





rhaps not wrong to suggest that 
Ir politics has become dirty. Of 
rse, even in the past there was man- 
lation and some underhand tactics. 
owever, they were nothing compared 
hat is happening now. 

Why has dirty politics become so 
tvasive? A direct answer would 
haps be that the desire to seek, and 
etain, power has become so great an 
ession that all scruples have been 
sacrificed. But why has it become such 
bsession? One reason could be a 
id decline in the sense of idealism 
hin. the party. When: mno. Dr 












Delegates were sometimes promised 
artain offices and promotions if they 


attempts were made to villify 


s the use of death threats against 


opment is theoutbreak of vio- 
e at meetings at branch and divi- 
llevel. Everything considered, it 





-| 
nt 
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external foe, it strengthened the 
sinews of solidarity within Umno. 

In the task of nation-building there 
is, of course, no alien focus which can 
help to forge internal unity. Nonethe- 
less, nation-building could have eli- 
cited the selfless — rather than the 
self-serving -— qualities in the people if 
it had been guided by a different 
philosophy. This we shall discuss later 
on. 

For the time being, let us note that 
the Umno and government concept of 
nation-building is bound to breed 
negative, unhealthy attitudes which 
are indirectly responsible for the situa- 
tion in the party today. Nation-build- 
ing in countries such as Malaysia is 
seen as a bureaucratic, technocratic 


process in which objectives are plan- 


ned, resources organised and people 
mobilised to fit a certain concept of 
progress. 

It is a sterile process which stresses 
growth and productivity for their own 
sakes. Since it emphasises goals which 
are so external to the human iur 


Dr Chandra Muzaffar i is president of the 


Aliran Kesedaran Negara, a social re- 
form movement, and a lecturer in politi- 
cal science at University Sains at 
Penang, Malaysia. 


and EM to the altruistic cues 
of man — it cannot inspire anyone to - 
subordinate self-interest to a selfless 


cause. Within such a situation, it is log- 


ical to expect party leaders to place 
their own political ambitions above al- 
most everything else. 

What makes it worse is an extremely 
unequal social structure in which 
small but significant groups at the 
apex of society control wealth and 
command power. It is this inequality 
that whets the appetite of many a 
politician to join the elite for there is so 
much to be gained by being at that 
level. If a politician is already there, he 
will do all he can to ensure that he re- 
mains at the top. 

This is particularly true of many de- 
veloping countries where those at the 
apex of the political pyramid exercise 
direct or indirect control over all the 
other pyramids on the landscape — in 
contrast to the liberal democracies of 
the West, where the economic, cultural 
and intellectual spheres are relatively 
autonomous and therefore not neces- 


sarily subservient to the will of the po- 
litical elite. For that reason, politics is 
not the. only magnet that attracts the 
| a THe 






ity of those Ww 





Malaysia’s; on the other hand, since 
politics reigns supreme and it is politi- 
cal power, more than economic enter- 
prise, that determines the pattern of 
development, there is a tendency to 
seek out the political kingdom before 
anything else. This is why it is true to 
say tháttheprimacy of politics hasalso 
served to intensify .the-competition for 
political power. | 

When political power.is what mat- 
ters in an unequal society guided bv a 
technocratic vision of progress, the 
drive towards development will only 
strengthen the position of the political 
elite. The greater the developmental 
drive, the more powerful the political 
elite. For all three factors the 
technocratic vision of progress, ún- 
equal social structures and the pri- 
macy of politics — enable the political 
elite to concentrate power and author- 
ity in their hands às they organise peo- 
ple and resources in the name of deve- 
lopment, This concentration of power 
and authority is what persuades many 
to gravitate towards establishment 
politics. As they seek elite roles, the 
struggle for power becomes fierce. 

It is this entire process then that is 
largely responsible for the overwhelm- 
ing dominance of the Umno elite in na- 
tional politics. If anything, the situa- 
tion has been made worse by the way in 
which Umno has formulated and im- 


-plemented policies that manifest the 


logic of this process. The New Econo- 


mic. Policy (NEP) is an outstanding 


example. It has allowed the Umno elite 
to extend their tentacles everywhere. It 
has endowed them with unbridled 
power over all sectors of the economy. 
Education, culture, the arts and even 
sports are influenced by NEP consid- 
erations. Because the NEP has en- 
hanced the power of the Umno elite, 
the scramble for control of the party 
has exceeded all limits of decency and 
propriety. Indeed, the NEP has created 
a situation in which an Umno mem- 
ber’s status in some other, totally unre- 
lated area of activity is dependent toa 
great extent upon his position, or the 
strength of the clique he supports, 
within the party. 


f NEP power has created.more intense 
Wcompetition within Umno, so has 
the expansion of the Malay middle 
class. In fact, the growth of the Malay 
middle class is due partly to the NEP. 
As the numbers in that class increase 
by leaps and bounds, as the vast major- 
ho. are m inclined 

























Mahathir: a warning to delegates. 


And the competitors themselves use all 
sorts of methods to obtain places of in- 
fluence within the Umno hierarchy. 
. Intra-party competition has become 
more acute becausethere are now more 
than a handful of millionaires inside 
and outside Umno who back rival can- 
didates. These people know how vital 
the nature of the composition of the 
Umno leadership is to their own busi- 
ness interests. By pouring money into 
the election melee ae these mil- 
lionaries have indirectly helped to fuel 
rivalries. They have made vote-buying, 
for instance, a significant feature of 
Umno pohtics. — 

Elements in the party leadership 
who occupy important government po- 
sitions are also responsible for the de- 
terioration in ethical standards. Hf 
money was used by some wealthy poli- 
tical aspirants, the state machinery 
was exploited by certain government 
leaders to ensure their victories. Pro- 
jects were launched, courses or- 
. ganised, subsidies given. during. the 
election period to enable them to ob- 
tain maximum mileage from all these 
activities. It is alleged that minor gov- 
ernment officials in the party rank- 
and-file serving particular bosses were 
even instructed to vote for certain can- 
didates —— or face the consequences. 

In a sense, this blatant abuse of state 
power is nothing new. In the past it was 
used, more often than not, against op- 
position political parties. Indeed, there 
has not been a single general election 
in which the ruling coalition has not 
manipulated the instruments of state 
authority for party purposes. It is iron- 
ical that the unscrupulous methods it 
has always used against others are now 
beginning to affect its own solidarity 
and stability. 

This leads to another point. If Umno 
and the National Front had treated 
general elections and the democratic 
process with greater respect. perhaps 
some of the unethical practices within 
the party would not have developed. 


For if the ruling coalition had not. 
Curbed legitimate electo al Tae 








these hic eit be an ! elec 






Malay | opposition, — & l ; 
compelled contending cliques within 
Umno to pay more attention to the 
larger party interest. It would have re- 
duced internal dissension. 

At the same time, if general elections | 
were meaningful. there would have 
been greater concern with crucial is- 
sues fundamental to genuine social 
change. It is quite conceivable that it 
would have led to some re-orientation 
in Umno's own thinking. There might 
have been less obsession with per- 
sonalities per se, which has undoubt- 
edly contributed to the intensity of 
intra-party power struggles, By rend- 
ering the electoral process meaning- 
less, Umno has indirectly brought 
about its own instability. 

It is thus apparent that the emascu- 
lation of electoral democracy, the 
abuse of state power in general elec- 
tions, the misuse of government 
machinery in intra-party competition, 
the influence of monev by new Malay 
millionaires, competing political aspi- 
rations within an expanding Malay 

6 The courage and honesty of 
the party leadership will be... 
. decisive. For without those 

qualities at the pinnacle of 
Umno it will not be possible to 
convince other officials and 
ordinary members that. the 
leadership is serious and 
sincere about ridding the party 
of dirty politics. 9 


middle- class, the perve asive ` power of 


the NEP, the concentration of power 
through the developmental drive, the 
primaey of politics, the unequal social 
structure, the bureaucratie, technoc- 
ratic character of the nation-building 
process and the decline of political 
idealism have all contributed to a 
weakening of Umno's moral fibre. Is it 
possible to arrest this unhealthy trend? 
Can dirty politicsin Umno be checked? 

The real solutions. which deal with 
the root causes, are long-term ones. 
They demand the sort of holistic trans- 
formation in both values and struc- 
tures which the present leadership is 
not likely to undertake. There are also 
other immediate remedies which are 
feasible within the existing order —- 
provided the leaders are prepared to 
act with courage and integrity. 

The Umno leadership can. for in- 


stance, draw up specific and general 


rules on intra-party competition, It 
should ensure the strict observance of 
tions com- 
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though the committee would 
able to expel any member s 
| lates the election rules, it she 
DE power to recomm end: " 
action to the partv's supreme co 
It should also be able to check anm 
| practice and to caution ary. 
member. To make itmore effects 
could consider requiring all 
dates at every level -+ -bra | 
or PUDE eme council - = an 













































































and the party constitu 
larations would. of course. 
court of law. 

In the ultimate analysis. T 
whether a declaration serves a 
or not depends largely upon tt 
rity of the candidate himself. 
sense, whether election rules a 
election committee will work als 
pends upon the integrity of its 1 
bers and of the party as a w vhole 

As far as both pr oposals 
age and honesty of the par Gi 
will be equallv decisive. For 
these qualities at the n8 
Umno, it will not be possible 1 
vince other officials and 
members that the leadership is: 
and sincere about ridding th 
dirty politics. | 

However serious and sir 
leadership. we should not f 
these are short-term remedi 
will not bring about those | 
tal transformations that | 
about. That such transformatioi 
urgent is under scored by the p 
state of party politics in so man 
of the world. In the communist. 
for instance, it is not unusual fore 
ants to employ the most unser 
methods to secure positions 
party hierarchy. Even in nó 
munist democracies in the Third \ 
such as India and Sri Lanka, i 
party elections are often charac 
by bribes and threats and some of 
other unhealthy features we observ 
inthe Umnocase.  . | 

Party elections in both Japan: 
United States have a lot to do! i 
money, manipulation and giant eo 

rations. It is perhaps in the esta! 
West European democrat 
intra-party contests are relati 
of unethical practices. but 
these societies money and gove 
tal power do play a role in gener: 
tions. This shaws that ia i5 
certain ig ide ot E | 
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ohn McBeth in Bangkok 


ü the thousands of students who 
MI fled to the jungle in the wake of the 
tober 1976 Thai coup only a handful 
remained to continue the str uggle 
under the umbrella of the Communist 
Party of Thailand (CPT). Most filtered 
back into society, disillusioned with 
the hardline Maoist leadership's re- 
fusal to be swayed from its dream of a 
al peasant uprising and anxious 
ly to pick up the threads of their 
ormer lives. 

jut there were exceptions, 
bably the most notable being 
r student — leader — Phirun 
vanitkun — one of the very few 
-era dissidents to rise to full mem- 
hipof the CPT's central committee 
g the. Fourth Party Congress in 


with 


Jr 13 July, in 1 what must have come a 
avere blow to the party and its end 
i ing back support among urban 
Ups, army Internal Security Opera- 
is Command and police Special 
inch agents arrested Phirun, his 
e and fellow central committee 
er Chonthira Kladyu and two 
er central committee cadres 
isong Arunsantirote and Bangkok 
chief Manote Methangkun — ata 
$ of locations in suburban 
gkok and charged them with plot- 
© overthrow democratic rule with 
support. The raids took place 
o weeks after Danish freelance 
ist Torkil Sorensen made avail- 
to the REVIEW the transcript of an 
view with Phirun in the southern 
jungle during which he made it 
he intended staying with the 





ann 


onthira’s research into the life of 
te.communist poet Jira Phumisak in 
e early 1970s turned her from an 
apolitical lecturer. at Bangkok's 
ulalongkorn University, into a dedi- 
ed Marxist and spurred her flight in 
he wake of the.1976 upheaval. Gener- 
‘regarded as the country's foremost 
aai literary critic, she announced on 
e now-defunct. communist Voice of 
People of Thailand radio several 
nths later that she had joined the 
z „armed struggle | in. order to 
e justice in Thai society. She di- 
ced her engineer husband shortly 
'e she disappeared. and married 
run at some point during. their 
ven years in the jungle. c 
- Little is known about. Prasong and 
Manote or ranother 1: suspects arrested 














i ajor operation, troops and police pick: upsome . 
e few remaining : ex- “Student communist. e EROErS 


= 





ground work which ironically would 


Dur, 
bad to 8 copy foreign countri ies no mat- 


was among about 34 targeted com- 
munists who escaped, though his wife 
was apprehended. Prasit is one of the 
relatively recent replacements for 
three politburo members lost to the 
party over the past three years — sec- 
retary-general Charoen Wan-ngam, 
who died of liver cancer in a Peking 
hospital; Damri Ruancsüthum. who 
was captured by government troops in 
April 1981, and Udom Srisuwan, who 


Fourth Congress failed to make signi- 
ficant changes in party policy. 
Phirun, a Chulalongkorn political- 
science student, spent two years in 
New York between late 1972 and 1974. 
Ostensibly, it was a period of study, 
but it also gave him the opportunity to 
become involved in the fringes of the 
anti-Vietnam War movement and also 
to publish his first book, America An- 
tarai (Dangerous America), an under- 


have enjoyed only limited circulation 
in his own country. Phirun remained 
politically active after his return to 
Bangkok; joining the central commit- 
tee of the newly formed and legal 
Socialist. Party and later becoming 
editor-in-chief of. the National Stu- 
dent. ‘Cent 
nea 
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The houg hts 
of Phirun 


T weeks before his arrest, Thai 
communist leader Phirun Chart- 
vanitkun- talked for 10 hours with 
Danish freelance journalist Torkil 
Sorensen at an unidentified site in 
southern Thailand. Excerpts from 
their conversation reveal some in- 
teresting insights into where the Com- 
munist Party of Thailand (CPT) stands 
today: 





You opposed Vietnam's invasion and 
occupation of Cambodia, but it is 
clearly written in CPT documents that 
you want to re-establish relations with 
Vietnam and Laos. Have you shifted 
from a pro-China to a pro- Vietnam or 
even a pro-Soviet line? 

No, we want to be independent. 
experience tells us that it. is 


j ^hi t ^t eg ys 


politburo member Prasit. Tapientong 


defected in August 1982 after the 


| 
| 






| | Xi 
As he ‘explained i in the interview with 
Sorensen: "I had to go, there was just 


no possibility to fight in à legal way. I 
could go back to the city if I surren- 


t dered and I don't. blame those who 


4 — Ha merienenn r a aa Aen ——————POVEPEPRAEARAE 


It is selde n 





have made use of the amnesty, but I 
don't feel guilty. It was the government 
that forced me into the jungle and I 
don't think it's right to surrender." 

In fact, Phirun stressed again and 
again his understanding of why former 
student leaders Thirayuth Boonmee, 
Seksan Prasertkun-and Pridi Boonsue 
made the decision to return, after up to 
six years in the jungle, to the society 
they had earlier disowned. 

"Everyone has the freedom to dile 

his or her future,” he said. “The most 
important reason the CPT came to this 
crisis of confidence is.not because of 
external events, but. because of mis- 
takes and errors within the party itself. 
I understand perfectly well that many 
former members are angry at us and 
they do not believe we have changed. 

But we are sincerely trying to improve 
the party and to adjust its policies to 
the present situation in Thailand; in 
my opinion it is only from within that 
we will beabletoimprove and thenear 
future will show whether we succeed 
in doing so.' 

Police S petii Branch commander 
Maj.-Gen. Kasem Saengmit told the 
REVIEW only a few days before the 3 July 
round-up that Phirun remained in the 
jungle because of his admiration for 
politburo member Virat Angkhatha- 
vorn, alifelong revolutionary who con- 
trols the party's finances and probably 


Russia. We want a Thai style of —: 
tion, but at the same time still to learn 
from the experiences of other coun- 
tries. When we say we want to have re- 
lations with various parties around the 
world, it doesn't mean we support or 
agree with everything they say. 


But how can you be so eager to have 
friendly relations with countries such 
as Vietnam and Laos which actually 
forced you to leave? 

It istrue the Vietnamese and the Lao 
severed relations with us, but we.pre- 
fer to say they invited us to go. We are 
not sure about the story that Lao army 
leaders told the. Thai Government 
where we could be found. We know 
that most middle and. high- -ranking 
cadres in Laos were against breaking 
relations, despite the fact it was de- 
cided on oe the Lao party’s central 
committee. 





T now | that we. read about 









































































Students on trial after 1976 coup: mM rm 
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“wields more power than new secret- 


ary-general Thong’ Chaemsri. “As a 
disciple of..Virdt, he has remained 
loyal,” -he ‘said. “Phirun alone has 


stayed and so Virat has entrusted to 
him thetask of finding a solution and a 
course of action to salvage the CPT 


hile Thong is known to have some 

Vietnamese blood and is seen as a 
compromise choice for the post at the 
Fourth Congress — to placate those 
seeking changes in the party’s line - 
Sino-Thais still form the majority in 
the politburo' under hardliner Virat. 
The only ethnic Thai - politburo 
member is: believed to be 59-year-old 
Prasit, who headed the party's central 
Thailand branch, but analysts believe 
hé has moved closer to Virat since the 


gle was the only way the CPT fought. 
Now it is'our policy to expand on legal 
forms of struggle. We still have armed 
forces in some areas, but we w ill only 
fight the army if'weare attacked — and 
that is one reason why you seldom read 
reports in the press. Of course, another 
reason is that many have left us. The 
thain task of the (CPT'S) armed force 
today is*to fight loCal'gangsters and 
' godfathers. "s 
j 

In a recent interview, National Secu- 
rity Council secretary-general Sqdn- 
Ldr Prasong Soonsiri said that if you 
put down your weapons you would be 
allowed to participate in elections. Are 
you willing to do so, now that you talk 
about legal forms of struggle? 

We don't believe the ‘army sincerely 
wishes to or will allow-us to take part 
in élections; We think it is a kind of tac- 
tic because we know there is a conflict 
about this issue within the ruling cir- 
eles. Some rightwing generals and 
péliticians are strongly @pposed to ab- 
rogating the Anti-Communist Law 
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death of Charoen. Moreover, his ap- 
pointment to the CPT's highest body in 
1982 was designed to give the move- 
ment a more indigenous look. Virat 
and a number of senior colleagues are 
believed to be in China and to com- 
municate by radio with other politburo 


members such as Sin Doemlim. who is | 


in charge of southern Thailand 


Thong's whereabouts are unknown, 


though he was last reported in 
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Phirun: TIU 


reason we do not want to dissolve our 
army is that we think the government 
will use it as an opportunity to destroy 
us. There are examples from the past 
three years. Some of our leaders, 
Suraehai Sae Dam in one case and 
(politburo member) Damri Ruang- 
suthum in another, were arrested on 
their way to ceasefire negotiations. 
Despite official denials, they were both 
invited to meetings by high-ranking 
officials. 


What are the legal methods you talk 
about? 





the northern Thai province of Nan 
Kasem, an experienced counter-in- 
surgency officer who has interrogated 
dozens of CPT defectors, pointed out 
that Phirun was familiar with the 
party's urban operations as well às 
jungle fighting, and retained connec- 
tions with former students and intel- 
lectuals — factors which were impor- 
tant to the party's efforts to woo various 
progressive groups back into the fold 
That in itself may continue to be à 
difficult proposition. Kasem contends 
that most of what the CPT does is 
purely for tactical reasons and that the 
old-guard leadership has demonstrat- 
ed no real willingness to change its vi- 
sion or adopt policies more in keeping 
with the realities of present-day Thai- 
land. Although Phirun claimed that 
1976-era recruits like himself now 
make up 10% of the central committee 
and another 70?5 of the membership 
comprises former  middle-ranking 
cadres, the Special Branch chief feels 
this does not make much difference, 


While Phirun is in fact a full 
member, he may be the only one from 
his generation. Kasem claims that 
when the central committee was ex- 
panded from 25 to 35 during the 
Fourth Congress, the extra 10 were 


only appointed as alternate members, 
And even then he challenges the role of 
the committee itself, pointing out that 
because it has never been really possi- 
ble to get a full quorum in recent years, 
most important decisions are left to the 
politburo — Thong, Virat, Prasit, Sm, 
Vinai Permpoonsap and two others 
known only by their party code names 
of Kam and Khap. “All on the polit- 
buro are old guard," Kasem noted. “To 
say there is new blood doesn't mean 
anything.” ü 


not work in the open. But we can, in 
different ways, support the various 
progressive and democratic groups. 
Our opinion now is that the revolution 
is not only a task for the CPT, but for 
all democratic and patriotic forces 
They havetheir part to play in the fight 
for democracy, independence and à 
better living. For ourselves, the most 
important thing is to improve the 
party. 


But doesn't this improvement or new 
policy meet resistance from a large 
part of the party? Many of the members 
must be used to quite different words 
from the leadership? 

There are different points of view on 
many questions, but the central com- 
mittee is united about the main points 
of our policy. Although some groups 
disagree on several issues, there are no 
splits. Most agree there have been mis- 
takes in the past and while there 1s no 
guarantee we will not make mistakes 
in the future, we are sincerely trying to 
find a policy suited to the present situ- 


(dating from the 1990s) Another Because our party is illegal, we can- | ation in Thailand. 
—— —— 
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The fast-ebbing tide 


As large forces dwindle to mere handfuls in their southern 
stronghold, the communists' armed struggle appears almost over 


he Communist Party of Thailand 
(CPT) is, by its own admission, at its 
lowest ebb since it made the decision to 
go to armed struggle nearly two de- 
cades ago. Stricken by mass defections 
and selective military action over the 
ast four years, the party has seen its 
iberation army fall from a peak 
strength of more than 12,000 in the late 
1970s to little more than 3-4,000 today. 

From a time when the CPT was able 
to field up to three companies in an 
operation, the guerillas have now split 
into small units — often no more than 
three to five men. Party central com- 
mittee member Phirun Chartvanitkun 
said in an interview before his 3 July 
capture that theinsurgents had gone as 
far as to discard their uniforms, but 
Special Branch commander Maj.-Gen. 
Kasem Saengmit believes this has been 
forced on them in many instances be- 
cause they have to live close to villages 
as a source of food and other supplies. 

Phirun also said that the guerillas 
who remain, up to two-thirds of them 
in the southern provinces, where the 
CPT has traditionally been self-sus- 
taining, will only fight army troops if 
they are attacked. Their main task 
now, he contended, is to combat local 
criminal elements and so-called "dark 
influences, " though, as Kasem pointed 
out, this has long been a communist 
strategy in seeking to gain popular 
support. 

(Interestingly, leaflets distributed 
recently in the southern province of 
Nakhon Si Thammarat under the name 
of the CPT claimed responsibility for 
the 22 June massacre of nine people al- 
legedly involved in unlawful activities 
with local government officials; the 
victims were cut down in a house by 


machinegunners dressed in plain 
green, insignia-free uniforms.) 

Phirun claimed the situation within 
the CPT had stabilised, but he also 
acknowledged that hopes for the fu- 
ture depended on the party's ability to 
adjust to new external and internal 
developments and also on certain poli- 
tical trends in Bangkok. What all this 
means is unclear, but the presence of 
politburo member Prasit Tapientong, 
Phirun and three other central com- 
mittee members as well as a consider- 
able number of other senior cadres in 
the Thai capital, just three weeks later, 
must have given analysts considerable 
food for thought. 

Kasem feels it is wishful thinking for 
party progressives to expect the old- 
guard leadership to change its basic 
approach, mainly because the seeds of 
the Thai revolution were imported and 
not homegrown. The CPT was first 
formed by the Chinese in 1927 and in 
1951-52 its leaders were invited to Pe- 
king to examine the methods by which 
Mao Zedong overcame the Kuomin- 
tang. They stayed until 1960 and in 
Kasem's view were so indoctrinated 
with Chinese revolutionary thinking 
that they have never deviated from it, 
despite the fact that Thailand, with its 
monarchy and the basic conservatism 
of its rural population, has always pre- 
sented a different set of circumstances 
from those in pre-1949 China. 


M uch as the Chinese communists re- 
treated to the mountains in the Long 
March of 1936, so the CPT came to re- 
gard the Phupan range in Thailand's 


northeast as a bastion from which | 


eventually to expand into the rice- 
growing lowlands. In point of fact, the 


argument can be made that they never 
really succeeded in penetrating the 
Central Plains even if repressive gov- 
ernment officials over the years ap- 
peared to be doing their utmost to see 
that they would. 

The consensus of complaints among 
party defectors is that the CPT has no 
national identity, shuns democratic 
principles both within the party and in 
united-front organisations and is con- 
cerned only with a monopoly of abso- 
lute power in pursuit of what it calls 
democratic centralism. While other 
groups follow a path that seeks to re- 
volutionise democracy, the CPT feels 
the process can be achieved only by 
seizing political power through armed 
struggle. It also regards as deviation- 
ary efforts by progressive elements to 
turn urban areas into the main base of 
the struggle. 

Army strategists point to "certain 
kinds of terrorism" and the spreading 
of rumours designed to destroy public 
morale as evidence of growing coordi- 
nation between jungle and town, but 
Kasem feels this is merely tactical and 
represents no great shift in policy. He 
has similar thoughts about tentative 
contacts earlier this year between the 
CPT and the Vietnamese, seeing them 
as only a manufactured attempt to 
show the party's independence from 
China. 

Phirun confirmed that a CPT sym- 
pathiser had met a Vietnamese official 
and gained the impression that Hanoi 
was interested in re-establishing rela- 
tions, broken at the time of the split 
with China. But he acknowledged that 
one day before an arranged meeting 
with a central committee member, the 
Vietnamese cancelled, explaining that 
the time was not ripe. Although Phirun 
said the CPT was prepared to meet the 
Vietnamese *anytime, anywhere and 
at any level," Kasem contends there is 
no way for such links to be reforged 
under the current CPT leadership. 

Senior army officers feel a crucial 
stage has now been reached in a con- 
certed campaign to isolate the CPT and 
force it into the open. It is for this 
reason that the military is placing so 
much emphasis on Prime Ministerial 
Order 66/2523, a policy directive de- 
signed among other things to eliminate 
such social ills as “dark influences,” 
social injustice, exploitation and cor- 
ruption, which allowed the communist 
movement to blossom in the first place 
and which continues to justify its 
existence. 

"We want the CPT to carry on its 
struggle through the party system," 
one army analyst told a recent briefing. 
"But before that we have to ensure that 
the party has no other choice than to go 
to an open status." The officer made it 
clear that no action would be taken to 
abrogate the Anti-Communist Act 
until "we can see a clear-cut victory 
over the front. When it is eradicated, 
the party itself will be isolated. " 

— TORKIL SORENSEN and JOHN McBETH 
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Caltex Refinery at Batangas, Republic of the Philippines 





The CE steam generators in this Luzon refinery have 








today slatest technology. Two are over 30 years old. 


It shows how far we'll go to help 
customers get dependable, long- 


term service out of our equipment. 


When Caltex's management 
launched a program to improve 
the efficiency of their refinery 
at Batangas, Republic of the 
Philippines, they called ina 
Power Systems Services team 
from Combustion Engineering. 
Purpose: to help determine 
what action to take on the refin 
ery Ss aging steam generators. 
C-E had built and installed two of 
these units over 30 years ago, 
the third some 10 years later, 
and has since provided technical 


service and spare parts support. 

C-E’s cost-saving answer: 
not new units, but new life for 
the old ones. All three were re- 
built and upgraded with the lat 
est firing technology. C-E Power 
Systems built the proprietary 
parts and, in the Philippines, 
supervised fabrication and 
construction work. 

That’s just one example of 
how C-E specialists will go 
anywhere, anytime, to provide 
service and support when cus 
tomers need it. 

Combustion Engineering 
supplies products and services 
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THE ROYAL BANK 
OF CANADA 


ASSETS: US $66 -9 billion. NETWORK: 1500 branches worldwide, operating units in almost 50 countries and more than 
5000 correspondent relationships: 
IN ASIA PACIFIC: Hong Kong, Tokyo, Beijing, Singapore, Bangkok, Sydney, Seoul, Taipel. 





EOUL. 
My antidote for high pressure in business: 
high style in corporate travel. Here, a casino croupier speaks 
a dozen languages. My room overlooks the Han River 
I'm surrounded by 139 acres of private parkland 
All respite from the city outside. 


BREAK FROM BUSINESS. WITH STYLE. 
AI THE SHERATON WALKER HILL HOTEL. 
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Sheraton Singapore (1985). AUSTRALIA SYDNEY 
(Late 1984). NEW ZEALAND AUCKLAND Sheraton Auckland. ROTORUA Sheraton Rotorua. 












.* I AM sorry to have to report that, 
despite all my efforts to maintain a 
tone of pure reasonableness, the open 
letter Thad the temerity to address to 
British Foreign Secretary Sir Geof- 
frey Howe a few weeks ago (REVIEW, 
21 June) did not find much favour 
among the growing ranks of Xinhua 
and other Chinese Government agen- 
cies in Hongkong. Their displeasure 
has been made known, in no uncer- 
: tain terms, to press colleagues, sun- 
. dry diplomats and others. 
-. Two passages aroused their parti- 
. cular ire. One was that in which I re- 
ferred to Shanghai as having been re- 
duced to a "ghost town" — one of the 
 comrades demanding: "When was 
. Davies last in Shanghai?" Well, the 
= answer to that is September 1982. (I 
. was there to watch British Prime 
` Minister Margaret Thatcher launch 
| the latest addition to Sir Y. K. Pao's 
. Worldwide fleet surrounded by a Bri- 
. tish entourage shocked by the harsh 
reaction to Thatcher's raising of the 
` matter of Hongkong s future and the 
o “cliff-hanging” exchanges which fol- 
2 lowed. ) 
.. At that time one could see consi- 
. derable improvements: signs of new 
 .building, more bustle in the streets, 
symptoms of the new liberal policies. 
. Certainly it was a great improvement 
|. on the loweringly inert city which I 
| saw on my first visit there back in 
71965 (and my reference to its reduc- 
| tion to ghost-town status was in the 
pasttense) . | 
| But everything is relative. To 
China, Shanghai is a success story. 
— The country's greatest metropolis, 
= port and industrial city, it produces 
' more than one-eighth of all China's 
manufactured goods. But, to those of 
us who know Tokyo, Osaka, Seoul, 
Singapore, Kuala Lumpur — indeed 
any other non-socialist East Asian 
city, including, of course, Hongkong 
— Shanghai has simply slipped 30 
years behind in time. 
€ THE other objectionable passage 
was that in which I summarised the 
B of British MPs to Hongkong 
s: "If rape is inevitable, lie back and 
ane it.” Now I can see we are up 
against some cross-cultural barriers 
here. To Chinese, the rape of a city 
must recall the way in which the Ja- 
panese massacred, raped and looted 
‘their way into Nanjing in 1937. The 
word does not always have such a 
connotation in English; indeed Au- 
gustan satirist Alexander Pope de- 
voted a long poem to the tale of a 
court beau snipping a tress of hair 


from his lady-love, and ann it The. 


. Rape of the Lock. 
: But let us ipi 
h 
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is a series of schoolboy jokes consist- 
ing of highly apocryphal sayings at- 
tributed to Cnfucius, on the lines of: 
"Confucius he say, rape is impos- 
sible because woman with skirt up 
runs faster than man with trousers 
down." And, of course, “If rape is in- 
evitable, lie back and enjoy it" 
another. 

But it's no good: the further I go, 
the deeper in the mire I get. The 
Xinhua men will undoubtedly now 
accuse me of having insulted the 
memory of China's Great Sage. They 
really were very harsh about my little 
effort, calling it “obscene,” plus 
another adjective which reached me 
in French and is very rude indeed. 
Still, we must all take heart: these are 
the men who will be helping to 
guarantee the freedom of the press in 
post-1997 Hongkong. a 
€ ON 30 June, Xinhua's domestic 
service carried extracts from a 
Chinese magazine, Liaowang, giving 
Deng Xiaoping's views on the sort of 
Hongkong residents who will govern 
the Hongkong of the future. He said: 
“There is a question of demarcation 
line and criterion . . . the criterion is 
that Hongkong should. be adminis- 
tered by Hongkong residents, with 
patriotic Chinese as the main body. 
The main elements of the future 
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Hongkong Government will be pat- : 


riots. Of course other people can also 
be accommodated and foreigners can 
also be invited as advisers.” 

Hitherto, China has adumbrated 
rather.vague, unworkable coalitions 
comprising one-third  pro-China, 

one-third pro-Britain and one-third 
neutral people. Now, apparently, we 
learn that the “main element" will be 
"patriots." Deng went on: "Who are 
patriots? The criterion of a patriot is 


respect for the nation, earnest and 


sincere support for the motherland in 
resuming the power to exercise its 
sovereignty over Hongkong and re- 
frainment [sic] harming Hongkong's 
stability and prosperity. People who 
meet these requirements are patriots 
~~ whether they believe in capitalism, 
feudalism or even slavery. We do not 
require them all to favour China's 
socialist system but only ask them to 
lovethe motherland and Hongkong." 
Which presumably means that 
anyone who, while accepting China's 
right to resume sovereignty, has ex- 
pressed worries about the conse- 
quences is disqualified to be in the 
"main element" of Hongkong's fu- 
ture rulers. 
e UNITED States newspapers re- 
cently carried a Seripps-Howard fea- 
: Valter Friedenberg on 
that. One paragraph 
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. Sun Kuen Tea, since ancient. | 

time has been regarded as à . E 
healthy and natural beverage. 
Now with special mergen 
baking methods and research, 
we bring you a 100% natural 
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—. The Thai-language press, long known for sensationalism, 
_ takes a more serious look at the news and itself , 


"More finance com- 
panies folding up," 
headlined one 
mass-circulation 
Thai daily early 
this year. "South- 
ern economy in tur- 
moil after collapse 
of chit-pool funds," 
E! shouted another 
— across its front page. For several weeks 
» in the early part of 1984, such head- 
3 lines seemed to dominate most Thai 





newspapers. Given the fact that the 
_ Thai press has traditionally filled its 
— front pages with stories on sex and 
. Crime, the recent focus on economic is- 

-~ sues was refreshingly different. 
Despite its sensationalism, inac- 
— — euracies and lack of depth, the venacu- 
— lar print media's growing emphasis on 
= political and economic questions, as 
— Well as major foreign news events, re- 
_ presents a significant and positive 
— development in a high-literacy society 
— where the press is playing an increas- 
~ ingly important role in shaping public 


— opinion. 

— — The gradual emergence of more seri- 
— ous news content can be traced back to 
_ the explosion of political conscious- 


ness triggered by the October 1973 stu- 
— dent-led uprising, which overthrew 
— the country’s military rulers. Among 

- other things, the incident gave birth to 

a proliferation of magazines aimed at 
~ intellectuals, specialised publications 
b: on economics and other subjects, and a 
— Clutch of progressive daily news- 

papers. It also ushered in a new wave of 

energetic, conscientious and responsi- 
ble journalists, who are now scattered 
throughout the print media, 

. But the real shift in the editorial bal- 
~ ance of the mass-circulation dailies, 
- read by people from all walks of life, 
— hasonly taken place over the past three 
_ years. And the change was initiated by 
|. the newspapers themselves as much as 

in response to the demands of an appa- 

rently more sophisticated readership. 

"It was clear to us that presenting 
— Crime stories alone was insufficient,” 
_ conceded a senior editor of Thai Rath, 
_ thecountry's biggest newspaper with a 
— Circulation of 600-700,000 and a 

readership of possibly 10 times that 
number. 

Political coverage in terms of news, 
analysis and the viewpoints of influen- 
tial columnists has now become a regu- 
lar and often prominent feature in the 
five major Thai-language newspapers, 
all with a circulation topping 50,000. 
These include the top four working- 
34 
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class dailies with their colourful front 
pages invariably splashed with pic- 
tures, plus the more sober looking and 
politically oriented Matichon which 
began life under another name in the 
immediate aftermath of the 1973 up- 
rising. 

Foreign news is also being given 
more emphasis, both on the news- 
papers' inside pages and also occasion- 
ally on their front pages. Since the 
state-run Thai News Agency — estab- 
lished in the late 1970s — still main- 
tains only a domestic operation, most 
foreign material comes from the four 





international wire agencies, the As- 
sociated Press in particular. 

The greater attention given to 
foreign news is in marked contrast to 
the situation in the past. The editor of 
the independent English-language The 
Nation Review daily, Suthichai Yoon, 
recalled: "At the height of the Vietnam 
War, the story was totally ignored by 
the Thai press." So too was the pre- 
sence of thousands of Thai mercenary 
troops in Laos, though that was the re- 
sult of an edict issued by the military 
regime of the time. 

Typically, however, colour and sen- 
sationalism have often got in the way 
of the truth. During the Falklands con- 
flict, for example, one newspaper's 
lead headline announced the sinking of 
the British aircraft carrier Invincible, 
basing its story on an almost univer- 
sally ignored Argentine claim. Another 
ran banner headlines set in bold type 
warning that a nuclear war was immi- 
nent as a result of the South Atlantic 
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some odd bits of wreckage — ample 


enough evidence for one newspaper to 
proclaim in a headline that Skylab, 
then about to plunge to earth in the 
Australian desert, had crashed in 
Thailand. And it is not in the nature of 
the Thai press to print retractions. 

There is little doubt that the success 
of Matichon, in first appealing to 
Bangkok’s intellectual community and 
now gradually seeking to attract 
teachers and civil servants in the pro- 
vinces, was one of the main factors be- 
hind the change of strategy among its 
larger competitors. But despite the 
broad improvements in newspaper 
content and in the overall standard of 
Thai journalism, there are still many 
shortcomings, ranging from insuffi- 
cient professional training to a some- 
times deplorable lack of editorial re- 
sponsibility — a situation the govern- 
ment has used as a weapon in seeking 
to justify tighter controls. 

Heavily concentrated in the 
Bangkok metropolitan area, the 
majority of Thai newspapers can be re- 
garded as largely independent and 
fiercely nationalistic. Thai Rath and its 
nearest competitor, Daily News (circu- 
lation: 450,000), are both run as family 
businesses — the former by long-time 
proprietor Kamphol Vacharapol, who 
was appointed a senator in April last 
year, and the latter by the well-known 
Hetrakul family. 

Established in 1948 and 1964 respec- 
tively, Thai Rath and Daily News are 
the classic success models for the Thai 
press, built on a formula of colourful 
front-page pictorial makeup, bold and 
often sensational headlines, and heavy 
doses of crime and off-beat human in- 
terest stories. Pictures of murder and 
accident victims are still used with 
abandon, partly sketched over to pla- 
cate police scrutineers, but done in a 
way which tends to make them appear 
even more grisly. One of Thai Rath's 
main attractions is its hard-hitting 
columns, but while they may be less 
spicy in Daily News, the newspaper 
has a specialty of its own: serialised 
popular fiction. 


Te is a wide circulation gap be- 
tween the two top dailies and the rest 
of the competition. Disregarding usu- 
ally inflated claims, REVIEW estimates 
put Ban Muang, with 70,000 circula- 
tion, as the third biggest seller, fol- 
lowed by Matichon and Naew Na, with 
circulations of more than 50,000. It is 
common knowledge that Ban Muang is 
unofficially owned by opposition 
Chart Thai Party secretary-general 
Barnharn Silpa-areha. And ‘while 
Naew Na professes to take an indepen- 
dent course, the paper's major prop- 
rietor, Warin Poonsiriwongse, is a sen- 
ator who is thought by some observers 
to have links with certain elements in 
the military. l 

Matichon, with a circulation of 55- 
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57,000, wned by a group of exper 
eed jum urnalists | beaded ty 
Pongsak Payakvichien and. managing 
director Khanchai Boonparn. Starting 
life as Prachachart 10 years ago, the 
newspaper went through periods of 
extreme hardship during the political 
turmoil of the mid-1970s, but has now 
emerged as the profitable flagship of a 
string of other quality publications, in- 
cluding the most popular economic 
newspaper, Prachachart Business, à 
twice-weekly with a circulation of 

30,000. 

The half-dozen other Thai-language 
metropolitan newspapers — of a 
nationwide total of 22 dailies — are 
significantly smaller, selling 30,000 
copies or less. Included among them is 
the intellectual afternoon daily Siam 
Rath, whose declining popularity is at- 
tributed to its failure to keep pace with 
its competitors in the race for timely 
publication of the news and — perhaps 
more importantly — to the fact that 
former prime minister Kukrit Pramoj, 


x 








who used to contribute a witty and 
widely read daily column, no longer 
writes for the newspaper on a regular 
basis. 

The Thai press as a whole still suffers 
to some degree from a credibility gap, 
and it is for this reason that the two 
morning  English-language  news- 
papers — the Bangkok Post and The 
Nation Review — are taken more seri- 
ously by officialdom than their circu- 
lations might warrant. The Post claims 
a circulation of 40,000 and says it sells 
three-and-a-half to four times more 
than its feisty competitor. Nation 
editor. Suthichai sticks to a recently 
published Thai Advertising Associa- 
tion yearbook estimate which puts its 
daily sales at close to 30,000. The signi- 
ficant point, however, is that both 
newspapers are read by the cream of 
society — fully three-quarters of their 
readership are Thais, mainly business- 
men, senior government officials and 
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the fortunes of the wholly Thai-owned 
Nation, which started turning a profit 
three years ago after struggling for the 
better part of a decade. Critical, 
opinionated and innovative, the Na- 
tion is seen to tty harder than the Post, 
though it has still some way to go in 
presentation, and at times its en- 
thusiasm is a little unrestrained. 

More than 25 years older than the 
Nation, the Post is a polished, profita- 
ble establishment product with a con- 
servative approach and a reputation 
which extends into the region and 
beyond. But it is also perhaps a little 
too fat and self-satisfied for its own 
good, and its domestic news columns 
often cry out for a lot more Journalistic 
drive and initiative. 

Formerly owned by the London- 
based Thomson newspaper organisa- 
tion, which dropped the newspaper in 
the late 1970s, the Post and the after- 





noon Bangkok World tabloid fall 
under the umbrella of Allied News- 
papers publisher Michael Gorman, the 
Chirathiwat family, owners of the 
Central Department Store chain, and 
the Ital-Thai group of construction 
and property-related companies. 
These three are the newspapers’ major 
shareholders, each owning slightly less 
than 20%. 

Some Post reporters are privately 
annoyed at what they term the “occa- 
sional interference" from certain 
shareholders, particularly in the hand- 
ling of business stories. Post execu- 
tives are cautious when commenting 
on the relationship. Newly appointed 
managing director Ian Fawcett said: 
"The stated board policy says share- 
holders must leave editorial policy in- 
dependent. If they [the shareholders] 
forget that sometimes, we have to re- 
mind them.” 

Eight. Chinese-language dailies — 
six morning and two afternoon — cater 
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hs the local inese community, a sur- 


prisingly large number given that the 
estimated combined readership is only 
70,000. With the exception of Univer- 
sal, which is commonly known to have 
been subsidised by Taiwan’s ruling 
Kuomintang, the rest are mostly fi- 
nanced by wealthy Chinese business- 
men. In general, Chinese newspapers 
refrain from commenting on Thai poli- 
tics and instead give fairly prominent 
treatment to foreign news and particu- 
larly to events within the Chinese com- 
munity. 


our of the Chinese newspapers — 

led by the long-estab Sin Sian 
Yit Pao — are doing well financially, 
but the others are understood to be 
suffering heavy losses, largely because 
while the circulation of the English- 
language newspapers has been grow- 


ing at about 10% annually, the coun- — 


try's Chinese readership has been stag- 
nating. 

Most of the larger Thai-language 
newspapers appear to be financially 
successful. Neither Thai Rath nor Daily 
News publish balance-sheets, but it is 
clear they each turn healthy profits. 
Daily News pays an average an- 
nual bonus to its workers equivalent to 
eight months’ salary, and Thai Rath 
weighs in with a six-month bonus. 

Allied Newspapers is also a highly 
successful business venture, with 
after-tax profits in 1983 increasing 
substantially from the Baht 11.3 mil- 
lion (US$491,305) windfall recorded in 
1982. Unlike the Thai-language news- 
papers, where the ratio between copy 
sales and advertising revenue stands at 
roughly 60:40, the Post earns a much 
higher proportion of its income from 
display and classified advertising. In- 
terestingly, Ban Muang is the only 
Thai-language newspaper that has 
gone in for classified advertising in any 
big way, though Matichon has doubled 
its classified advertising space over the 
past year in response to the increased 
market demand. 

Because of the absence of any reli- 
able surveys, it is extremely difficult to 
judge just what proportion of the 
country’s 52 million people reads 
newspapers on a daily basis. Certainly, 
there is a large pass-on readership 
among the middle- and lower-income 
groups, and Thai Rath, for one, says its 
circulation climbs 100,000 on the two 
days each month the national lottery 
results are announced. 

Journalism in Thailand has never 
been regarded as a socially honourable 
trade. Asked if that perception had 
changed in the past few years, one 
editor replied, with a hint of a smile, 
that newsmen now ranked “better 
than a barber.” Professional training 
has been almost non-existent — a situ- 
ation the Manila-based Press Founda- 
tion of Asia and the London-based 
Thomson Foundation soon hope to 
have a hand in changing — and for this 
and other reasons, many Thai news- 
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The new generation of journalists 


has helped to lift standards, but as a 


respected senior Thai journalist 
explained: "The environment in the 


- papers is bad so that is why they have 


found it difficult to work. I think a 
number [of the new-generation report- 
ers] have mellowed and given in. They 
see entertainment editors getting 
white envelopes [of cash] and they see 
political reporters hob-nobbing with 
politicians and going to nightclubs." 
Others who could not tolerate the 


working environment in big news- 
- papers resorted to setting up new and 


smaller publications, which explains 
the print media's proliferation in the 
post-October 1973 era. 

Pongsak feels Thai newspapermen 
are generally not well educated enough 
to make sound news judgments or 
think logically. “They are responsible 


_to the law,” he said, “but they are not 


responsible enough to society." The 


newspapers themselves, he said, start 
with the concept of being a watchdog 
over the government, but they tend to 
be overly critical rather than helpfully 


constructive. “We have more freedom 
now,” Pongsak said, “but most news- 
papers don't know how to adjust, they 
don’t know how to use their profes- 
sional skills.” 

Five years ago, the Nation made an 
effort to correct the imbalance by in- 
itiating round-table discussions on 
vital economic and political issues, and 
inviting government officials, busi- 
nessmen and academics to air their 
views. A number of Thai publications, 


_ particularly the weekly magazines, are 


now following suit. 

The change in approach was par- 
ticularly noticeable during last year’s 
severe flooding in Bangkok. Although 
the city governor, Thiem Makaranont, 
came under heavy attack for failing to 
come up with an effective remedy, a 
number of newspapers also came out 
with columns of advice on what could 
best be done. oO 
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The authorities tolerate foreign correspondents, despite 
some reservations about their reporting style 


Bv John McBeth in dangkok 
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Foreign correspon- 
dents are generally 
treated well by Thai 
authorities, even if 
there are grumbles 
over the limited ac- 
cess the correspon- 
i dents are given to 
PRESS the  Thai-Cambo- 
-dadi dian border and the 
way officials sometimes expect the 
foreign press corps to share their own 
sense of Thai nationalism. Bangkok's 
tolerance is reflected in the fact that 
only three foreign reporters have been 
expelled in the past 14 years, and in the 
almost total lack of harassment of cor- 
respondents by Thai officialdom — 
something that cannot be said for 
neighbouring Asean states which are 
perceived to be much more politically 
stable. 

This does not mean that the Thais are 
always happy with the way their coun- 
try is portrayed in the foreign press — 
far from it. But for most of the 80-90 
correspondents here — many of whom 
use Bangkok as a base for wider travels 
throughout the region Thailand 
ranks with the Philippines, where 
foreign journalists also suffer few seri- 
ous restrictions. 

Military authorities are vague about 
the reasons why newsmen, particu- 
larly photographers and TV camera- 
men, are generally barred from cover- 
ing events along the eastern border 
something they were allowed to do 
with relative freedom up to mid-1981 
when current army commander and 
supreme commander . Gen. Arthit 
Kamlang-ek began his rise to power. 

Correspondents do not consider the 
safety factor an adequate argument for 
the ban. Many Bangkok-based corres- 
pondents have had experience in com- 
bat and are willing to sign indemnity 
forms, freeing the government from 
blame in the event of being killed or 
wounded. 

Perhaps more to the point is the way 
army officers worry about what they 
call "breaches of security," which can 
range from the filming of their posi- 
tions to other more sensitive matters 
associated with the Cambodian resist- 
ance factions and the way they are re- 
supplied. To what extent this could 
compromise the Thais is uncertain, but 
the army occupies an unchallenged po- 
sition as the guardian of national secu- 
rity and there are leaders who recall 
the unprecedented coverage accorded 
the Vietnam War and the alleged im- 
pact the press had on its outcome. 

Balanced against this is the admit- 
tedly Western concept of "the public's 


right to know" — but in this case, it in- 
cludes foreign governments, who are 
being called on to support the Thai po- 
sition on the basis of often confusing 
reports about what is actually happen- 
ing. The Foreign Ministry itself is 
known to have tried to persuade senior 
officers to allow on-scene coverage of 
last year's alleged Vietnamese incur- 
sion, pointing out that TV footage was 
necessary to sharpen the focus on Thai 
protests to the United Nations. No- 
thing came of the request, and this 
year's Si Sa Ket incursion (REVIEW, 19 
Apr.) again underlined the problems of 
credibility inherent in a system which 
still has to learn how to deal with the 
press in a mutually beneficial way. 

Leaving the border aside, piracy, 
child labour and prostitution are 
stories which have received their full 
share of attention from the foreign 
press. They also happen to be subjects 
which strike a sensitive chord among 
Thai officials, even if they are undeni- 
able facts of life in Thailand to some 
degree. 

The Thais see such stories as being 
bad fortheir country' s image, and their 
reaction against the press is instinc- 
tively defensive, Former correspon- 
dent of The Asian Wall Street Journal 
Barry Wain, now the Journal's managing 
editor, was expelled briefly in 1983 for 
writing a border refugee story which, 
however well-balanced, cast Thailand 
in an unflattering light. What was dis- 
turbing in this case was that Wain is a 
respected and particularly meticulous 
reporter; the article's veracity was not 
in question. The two other expulsions 
— that of United Press International 
bureau chief Leon Daniel and the 
REVIEW'S Norman Peagam — took 
place in the 1970s during periods of au- 
thoritarian rule. 


Coropondents are often frustrated 
over the way Thai authorities tend to 
overlook the positive content and the 
overall balance of a story and, instead, 
home in on anything it considers nega- 
tive. "In the main, my impression is 
Thailand gets some of the most positive 
coverage of any developing country, " 
said David Hyatt, Southeast Asian 
correspondent for Voice of America 
and former president of the Foreign 
Correspondents Club of Thailand, 
“but no single story is going to be en- 
tirely positive because that’s just not 
reality. We can't simply ignore stories 
because they reflect negatively on a 
country.” 

On the other hand, Bangkok does 
have a case to argue. Thailand is not 
the only EE in Asia, or even ix ibe 
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immediate region, which has disturb- 
ing social problems, yet it seems to 
have become a magnet for a continuing 
stream of visiting TV and print jour- 
nalists eager to cover the same well- 
worn subjects. “When foreign jour- 
nalists look at a problem, they do not 
put it in context to make their readers 
understand how it has evolved," said 
one Thai editor. "They always seem to 
report only the tip of the iceberg.” 

This applies in the main to what the 
Thai press has dubbed *parachute cor- 
respondents," who drop in on short 
tours and whose stories lack depth and 
balance. Like many of his Bangkok- 
based colleagues, Hyatt agrees: "When 
you have visiting firemen coming in 
and gaining only a superficial view of 
things, then inevitably those who live 
here end up suffering as a result." 

It is also true that limitations in the 
amount of news space in foreign publi- 
cations, and news judgments made by 
parochial Western editors far removed 
from Asia, dictate to a large degree 





how a story is treated. One example, in 
particular, stands out. Despite the ef- 
forts of most Bangkok-based corres- 
pondents, the Khmer Rouge reign of 
terror in Cambodia in 1975-78 did not 
receive the coverage it should have at 
the time, largely because refugees were 
considered to be unreliable infor- 
mants. Indeed, only after the Vietnam- 
ese invasion of Cambodia in 1978 and 
the discovery of mass graves did the 
world begin to pay full attention to the 
horror of those years. 

One prominent British journalist, 
who was absent from the Thai-Cambo- 
dian border during Cambodia's years 
under the Khmer Rouge, was invited 
into Cambodia by the Vietnamese and 
later wrote a story which his newspaper 
claimed revealed the full horror of that 
period for the first time. 

For those who had spent weeks and 
even months journeying up and down 
the border, the claim was laughable. It 
did, however, reflect a general ignor- 
ance of the situation on the part of 
Western readers — something the same 
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writer exploited in the making of two 
TV documentaries on post-invasion 
Cambodia, heavily criticised for bias. 
The Thais have been particularly in- 
censed at the way the British press has 
homed in on the broad question of 
child labour in Thailand when it was 
not so long ago that pre-teenage Bri- 
tish children Qere used as chimney 
sweeps, or put to work in coal mines. 
"The concepts are different here, and 
we are simply not wealthy enough to 
classify people the way Western coun- 
tries do," said one Thai newsman. 
"There is nothing wrong with it 
[child labour] as long as employers pay 
them well and put them in appropriate 
jobs. They [the children] have to help 
themselves and their families." 


any visiting reporters seem unable 

to adjust to social conditions dif- 
ferent from those they are accustomed 
to — as was most recently demonstrat- 
ed in a British TV documentary on child 
labour which simply failed to come to 
grips with the realities of life in a de- 
veloping country. 

Still, serious abuses are common and 
as long as some balance is achieved, 
Thai social workers welcome interna- 
tional exposure as a weapon in their 
campaign against child exploitation 
and forced prostitution — problems 
which authorities could tackle much 
more vigorously than they have. 

Although there has been some recent 
improvement, relations between the 
Thai and foreign press have never been 
particularly close, due in no small part 
to language difficulties which create a 
communication gap -and  misun- 
derstandings. For reasons which puz- 
zle correspondents, some Thai column- 
ists periodically carry vicious and un- 
provoked attacks on their foreign col- 
leagues which are often xenophobic 
and personal in nature. 

Pongsak Payakvichien, editor of the 
progressive Matichon Daily, perhaps 
encapsulates the Thai journalist's view 
of his foreign counterpart. "We try to 
help them, but we don't like those |for- 
eigners] who make out they are ex- 
perts," he said in an interview. "The 
Thais can [portray themselves as ex- 
perts| because that is their right, this is 
their country. Foreigners think they 
are being fair and frank, but they have 
their own concepts and use them to 
support an opinion that is already 
formed. They think that because they 
are white men, they are the centre of 
civilisation. They put themselves on a 
pedestal and present their own 
hypothesis.” 

Bangkok Post managing director 
Ian Fawcett observed: “If the Thais do 
it [write critically about their country], 
then it's all right — they're Thai and 
they can say what they like. But when 
the foreign press does it, they tend to 
close ranks and see what is written asa 
smear on Thailand's image.” Fawcett 
is of the opinion that if Thailand is to 
maintain its credibility overseas, then 
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O bear on foreign reporters. “We pre- 
er to rely on the judgment of corres- 
jondents," he said. 
The Nation Review editor Suthichai 
'oon feels the Thai Government 
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An oversized car- 
'toon in the foyer of 
Thailand's largest 
circulation. news- 
paper, Thai Rath, 
shows a govern- 
ment minister strik- 
ing out with his foot 
cat a row of cans 
marked with the 
"PRESS." The caption below 
reads: "More kicking, more clanging." 
Thailand enjoys, in practice, more 
press freedom than most Asian coun- 
tries, and Thai journalists jealously 
guard that principle and are deeply 





word: 


concerned at the implications of gov- 


ernment-sponsored press legislation 
now pending before parliament. 
Authorities already have the legal 
instruments at hand to close news- 
papers or impose other restrictive 
measures. But the fact that they choose 
at the moment to make comparatively 
little use of this power cuts no ice with 


| newsmen, who view the new press bill 


as another serious encroachment on 
their constitutional rights. 
damental right to express an opinion is 
clearly written in the constitution," 


pointed out one activist writer, "but. 


this has always been taken away by 
special decrees and orders." 
Chief among these is the controver- 


sial Decree 42, an edict issued follow- 


ing the October 1976 coup under which 
the police director-general, Thailand's 
"printing officer," 
lenged powers to close down news- 
papers indefinitely. | 

The only publication to have been 
closed permanently in recent years was 
the Thailand Times weekly, which had 
its licence withdrawn in early 1983, al- 
legedly for publishing false stories 
about military affairs. The magazine's 
chairman, Col Prab Chotikasathien, 
was a former military police deputy 
battalion commander who had been 
dismissed from the army two years be- 
fore for his involvement in the abortive 
so-called Young Turks coup of April 
1981. 

Apart from the police director-gen- 
eral, one of his three deputy command- 
ers, the Special Branch chief and the 
officer in charge of the branch's print 
media section up to now have served as 
"press officers,” whose 


ports and recommending what action, 
if any, should be taken against a publi- 
cation. But in a’new and disturbing 
development, which was revealed only 
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The government and journalists are still 
| skirmishing over new press legislation 
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the militarys Supreme Command. 

Before, the military had to channel 
any displeasure with the media 
through the police, and a warning was 
then sent to the newspaper which had 
published the offending article. Now, 
the army appears to be in the position 
of being able to apply more direct pres- 
sure on the media, though it is not clear 
at this point whether the new overseers 
can actually take action themselves or 
whether they must still work through 
the police chief, 

Critics point out that the extent to 
which authorities deal harshly with 
the press depends on the prevailing po- 
litical climate and on the degree of sen- 
sitivity surrounding a given issue. In 
particular, they recall the blanket clo- 
sure of Bangkok’s newspapers follow- 
ing the bloody fighting at Thammasat 


University in 1976 and the following 


military takeover. Most were permit- 
ted back on the streets a day later but, 
in the case of the English- language 
Voice of the Nation, more than a month 
passed before it was able to resume 
publication — as the Nation Review — 
and then, only because its editor 
Suthichai Yoon came across an old, 
previously overlooked printing licence. 
The new government legislation, 
drawn up by the Interior Ministry and 
approved by the cabinet, is one of three 
press bills awaiting the attention of 





| lawmakers. Although it has undergone 


some revision in response to the wave 
of criticism it received when it was in- 
troduced in 1983, the bill is viewed by 


journalists here as an attempt to per- 


petuate Decree 42 and retain or build 
on unacceptable provisions of the 1941 
Press Act, which ignores the prisples 
of press freedom. 


he Interior Ministry version was 

. produced only after opposition Chart 
Thai Party MP Thawee Kraikhupt sub- 
mitted legislation seeking the abrogat- 
ing of Decree 42, and Social Action 
Party representative Charat Puachuay 
weighed in with a comprehensive bill 
modelled largely on what journalists 
have been campaigning for over the 
past decade. The two private bills were 
accepted in principle by parliament at 
last year's sitting, w which explains why 
the government legislation is alone on 
the agenda for the coming session. 
How all. three will be considered even- 
tually is uncertain, but it is doubtful 
thereisarealistic way of incorporatin g 





In dropping their previous idea of a 
special appeals board, comprising four 
senior officials and three press repre- 
sentatives, ministry draftsmen have 
simply dipped back into the 1941 Press 
Act and designated the interior minis- 
ter as the sole appeals authority. 
Charat's bill, on the other hand, pro- 
vides for recourse to the courts — a 
proposal which journalists say is one of 
the cornerstones of their case — with a 
proviso that any closure order will be 
withheld during the appeals period. 

The ministry has made one conces- 
sion by withdrawing a controversial 
clause under which editors, publishers 
or owners would have had to renew 
their licences each year, as is the case 
in Singapore. But while the printing 
officer is still accorded the sole author- 
ity to consider new applications, the 
Charat legislation in effect calls for 
free licensing, with a proposed press 
council acting as registrar. 

The 1941 Press Act does in fact pro- 
vide for free licensing — a situation 
which existed up to 1958 when coup 
leader Field Marshal Sarit Thanarat 
issued a decree plac- 
ing licences under 
police control. Article 
17, as it was known, 
was finally repealed in 
1975, but barely a year 
later came the eighth 
of Thailand’s military 
takeovers and Decree 
42 took the place of 
Article 17. Legal 
sources explain that 
because revolutionary 
edicts are considered 
to be laws, they take 
precedence over ear- 
lier statutes — in this 
case relevant provi- 
sions of the 1941 act. 

Many journalists 
also are critical of the 
government's concept 
of a press council — to 
which all newspaper 
and magazine licence-holders would 
have to belong — pointing out that the 
ministry's draft bill waters down its 
functions to a point where it is little 
more than a toothless advisory board to 
theinterior minister. 

Charat's bill seeks to impose certain 
self-controls and, in doing so, is seen 
by some to be a constructive answer to 
frequent government criticism that the 
press is irresponsible and often guilty 
of violating the rights of individuals. 
Under his proposals, all journalists 
would have to be registered members 
of the council, which would appoint a 
professional committee to review com- 
plaints and hand down punishment 
ranging from a simple warning to ex- 
pulsion. 

A significant number of newsmen, 
however, do not favour this approach. 
Indeed many are opposed to it vehe- 
mently. They fear the council will be 
dominated by the larger newspapers 
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Sirindhorn and Prem during 1981 coup: the Post shc 


and also question the right of such a 
body to deny anyone the right to pur- 
sue his chosen career in journalism. 
Clauses in the draft authorise the 
printing officer to close down or re- 
voke the licences of newspapers which 
have published material he deems to be 
detrimental t& public order, moral de- 
cency or national security. The 1941 
act does not mention national security, 
and its inclusion is justifiably looked 
on as an attempt to broaden the al- 
ready-wide powers of the press officer, 
asisa provision which for the first time 
opens the way for direct censorship 
during peacetime on the samegrounds. 


sa W: have struggled for the last 10 

years to get a good press bill, 
but each time legislation has been 
drawn up it has been frozen by military 
and civilian governments," said 


Foreign News Editors Club president 
Alongkorn Ponlaboot. "What we want 
is a bill which not only serves the deve- 
lopment of democracy, but is legally 
sound and up to date, and also furthers 
the interests of journalism without dis- 





turbing press freedoms and etiquette. " 
Alongkorn feels this is doubly import- 
ant. 

Editors admit to at least some self- 
censorship, but mostly on matters 
dealing with national security. "We 
feel some [sensitive] government and 
military activities are not the right 
things for us [and are therefore held 
out of the- paper]," said Pongsak 
Payakvichien, editor of the now- 
flourishing Matichon (Public Consen- 
sus) Daily. "We do not forget that we 
are Thais." 

lan Fawcett, managing director of 
Alied Newspapers, owners of the 
profitable English-language morning 
Bangkok Post and the afternoon 
Bangkok World, refers to an "inner 
barometer" in determining how far to 
go on a sensitive issue. The company's 
broad editorial policy is to support the 
government of the day unless, as Faw- 
cett puts it: "We find we cannot doit.” 


He said: "It's a newspaper's job to 
keep on publishing because you are not 
only employing 700 people, but also 
because you are the means by which 
people get their information. But there 
must always be a point, if that stepisso 
important, where you are prepared to 
go to the stake. " 

Thai officials tend to regard the Post 
as Thailand's voice abroad and, as such, 
are careful readers of its columns. The 
Nation Review also comes in for its 
share of critical attention. Unlike the 
Post, the wholly Thai-owned news- 
paper went to the stake twice during 
the political upheavals of 1973 and 
1976, emerging unscathed and trium- 
phant after the former and coming 
close to losing everything in 1976 

The Post made a 180-degree swing 
following the collapse of the military 
regime in 1973: it supported its actions 
one day, then branded army leaders 
Thanom and Narong Kittikachorn and 
Prapas Charusathien the "three ty- 
rants" the next, after they had been 
forced to leave the country. It did show 
some courage in 1981, however, by de- 
fying the Young Turk coup-makers 
and publishing a picture of Thai Prin- 
cess Sirindhorn in the Central Plains 
provincial city of Nakhon Ratchasima 

the first published hint that the 
royal family had thrown its crucial 
support behind Prime Minister Prem 
Tinsulanond in the short-lived three- 
day rebellion. 

Overall, the Thai-language press is 
far more fearless in its campaigns 
against corruption and other wrong- 
doing -— and sometimes gets results be- 
cause of its greater influence on inter- 
nal affairs. 

All publications treat the monarchy 
with the deepest respect, publishing 
pictures of the royal family at the top 
of pages and avoiding anything that 
could be taken as lese majesty — a seri- 
ous charge in a country in which the 
constitution states that the king oc- 
cupies a position of “revered worship" 
and shall not be exposed “to any sort of 
accusation or action." So sensitive is 
this that an extremely favourable 1980 
BBC documentary on King Bhumibol 
Adulyadej, The Soul of a Nation, was 
never shown on Thai TV, probably be- 
cause the monarch answered questions 
on several intimate subjects. 

Written warnings, channelled 
through the Special Branch in more 
cases than not, may be merely directed 
at one weekly publication or another 
for such misdemeanours as carrying 
over-revealing pictures of scantily clad 
girls. But the dailies also are re- 
primanded for their coverage of more 
serious — and more sensitive — sub- 
jects from time to time. The Post, for 
example, was once censored for run- 
ning a newsagency story on pirates 
who were preying on Vietnamese boat- 
people in the Gulf of Thailand — de- 
spite the fact that editors had carefully 
taken out the agency's reference to 
their suspected Thai nationality. And 
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tempt against Prem at an army base 
north of Bangkok. Police demanded 
that the newspaper retract the story, 
but Pongsak was convinced it was ac- 
rate and said so in no uncertain 
rms on the front page the following 
ay. No action was taken against him, 
nd the army eventually released a full 
ecount of the drama. 
Mostly, however, official displea- 
over a story filters down to a writ- 
editor in a roundabout way. The 
ie applies to foreign correspondents 
1 be a particularly frustrating 
cise if the offended party either 
derstands the nuances of a parti- 
aragraph or, worse still, takes it 
























eror the journalist concerned. 


rnalism in Thailand has never 
n a particularly safe profession, 
in the provinces in particular can 
ingerous. In the past five years, 47 
ialists have been. murdered for 
jat are believed to have been job-re- 
'easons, including seven in 1979, 
ein 1980, 10 in 1981 and 13 in 1982. 
1983, seven reporters suffered vio- 
deaths and another three survived 
isination attempts, according to 
rights lawyer Thongbai Thonpao, 
cutive committee member of the 
deration of Thai Journalists. In 
he seven murder cases in 1983, 
was sufficient evidence to 
st police involvement, and in two 
olicemen were in fact convicted 
sentenced — a factor which points 
he vulnerability of the crusading 
ral journalist. 
l'he editors of some large Bangkok 
"Wspapers have advised their up- 
untry part-time correspondents 
igainst investigative stories — in large 
part those dealing with smuggling, il- 
gal timber-felling and gambling — 
hich could jeopardise their lives. But 
the situation may be improving. There 
las only been one journalist gunned 
own so far in 1984, and Thongbai says 
di proved situation may be partly 
o more stringent government ac- 
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sever? days a week, 
technicians at 269 
radio stations 
across Thailand 
pull a switch. and 
simultaneously re- 
lay a 30-minute 
news bulletin from 
state-run Radio 
Thailand. Government regulations en- 
sure there are no exceptions. Likewise, 
every evening at exactly the same time, 
Bangkok's four colour TV channels 
begin their daily news programme. 
Two of the channels link up for a joint 
telecast and the other two run separate 
bulletins; but again official guidelines 
ensure the content is non-controver- 
sial and uniform. | 

If the Thai print media is often 
thought to bea littletoo free-wheeling, 
then radio and TV are the opposite — 
tightly shackled within the confines of 
regulations which lay down everything 
from operating hours to news, adver- 
tising content and technical 
requirements. 

There are no privately 
owned radio and TV sta- 
tions in Thailand, and 
that as much às anything 
shows the importance au- 
thorities attach to the elec- 
tronic media as an official 
channel of communication 
with the public. The gov- 
ernment's Public Relations 
Department (PRD), which 
functions under the um- 
brella of the Prime Minis- 
ter's Office, operates Radio | 
Thailand and, in general, 
acts as the central source ~ 
of news and information about ad- 
ministration and government pol- 
icies. 

Government civilian and military 
agencies run all radio stations under 
communications and broadcasting 
legislation administered by the PRD 
and the Post and Telegraph Depart- 
ment, with 73 stations in Bangkok and 
196 throughout the rest of Thailand's 
13 provinces. The broadcasters range 
from a host of military units to the 
police, government ministries and uni- 
versities. 

Thailand was the first country on the 
Asian mainland to establish a TV ser- 
| vice, opening its first black and white 
station in June 1955 and moving into 
colour even before some developed 














































four channels operating today, the 
! Army d Corps and the Mass Com- 





countries had black and white. Of the | 


under licence by the Bangkok Enter- 
tainment Co. (Channel 3) and the 
Bangkok Television Co. (Channel 7). 
Between them TV is beamed — either 
via satellite or repeater stations — to 
all corners of the kingdom to an esti- 
mated 10-15 million regular viewers. 

Each TV news programme begins 
with coverage of the activities of the 
royal family, a time-honoured tradi- 
tion which conforms to the monarchy's 
unique place in Thailand. The rest of 
the domestic news programme gener- 
ally deals with the business of govern- 
ment — ministers and senior officials 
presiding over meetings, or opening or 
inspecting public works projects, 
senior military officers taking the sa- 
lute at parades, touring bases and pro- 
vincial trouble spots, 

There is little to stimulate the view-. 
er. Natural sound is rare with the an- 
nouncer normally doing a  “voice- 
over" commentary, and if on rareocca- 
sions a reporter conducts an on-cam- 
era interview, the subject — usually a 
government official — sim- 
Az ply takes charge and carries 
46 on without interruption. 
|| Coverage of spot news does 
: not seem to be encouraged, 
"án stark contrast to the con- 
tent of satellite footage 
from overseas, which plays 
‘at the end of the domestic 
news and has proved ex- 
tremely popular since 
it was introduced in 1982. 

“Government regulations 
effectively rule out inde- 
pendent political comment 
or meaningful current af- 
fairs programmes, but leav- 
ing that aside there is a 
woeful lack of  made-in-Thailand 
documentaries and other imaginative 
educational fare to balance a diet of 
soap operas, hours-long variety and 
game shows, Chinese martial-arts 
series and end-of-the-evening Western 
shows. There appear to be no obstacles 
to documentaries on the countryside 
itself, where ordinary people rather 
than officials and the civilian elite are 
given a share of the limelight; it is a 
fact that many of Bangkok's more 
privileged residents have an appalling 
lack of knowledge of their own coun- 
try, something TV.could help correct as 
it also could create a greater awareness 
of the problems of the rural popula- 
tion. 

Even after 30 years of TV, Thailand 
clearly hasa long way to go, not only in 
improving programming but also in 
getting to grips with the sort of modern 
tect . upg ade. me 








building: a firm poring 





-— 


——— ——— — MM 


-— — aA 


[aus 


t 
LN 
EAL] 
s 


^ 


m: E J 


(s 


"Vw 
" 


wA 0L Os MÀ 
EN 20 


SELL IL 


> wem 


- o aii 
—- 


—_— 
—-— 


AM 

"n 
| 4 
i . 
i 
j4 . 
| 

< 


-— 
— 


1 — bm. +E: 


ee — 


z 


[| 
P- | 


T. 


ig 
Rt 


u. =. 


" E e | oaa Sete | < urso a 
l v e We oe 


c 


- 
nll 


Gin KOrea | 


M 


LE 


APE eS 
rial Sou 


PA 


— “= 
——— 





Integrated Action: 


Superb coordination among mem- 
ber companies enhances the 
Groups capabilities.. 
Lucky-Goldstar companies 
combine their expertise in chemi- 
cals and fine chemicals (even bio- 
engineering), electronics and tele- 
communications, energy and re- 
sources, construction and engineer- 
ing, finance and securities, and 
many other important fields. 


Successful Partnerships: 
A dozen of Koreas top joint ventures 
are Lucky-Goldstar companies. 

Youre already familiar with 
many of the names that have joined 
with Lucky-Goldstar to achieve some 
of Korea's biggest suecesses—names 
like Caltex, Western Electric, 
Siemens, and Hitachi—there are 
many more. 

Lucky-Goldstar is also partic- 
ipating in some pretty impressive 
enterprises overseas, too, such as the 
Saudi Basic Industries Corp. 





Healthy Growth: 


Lucky-Goldstar has grown steadi- 
ly durin ng the 37 years since its 
establishment—even in times of 
worldwide recession. 

Sometimes the growth has 
been surprisingly great. For exam- 
ple, Lucky-Goldstar International 


An Eye to the Future: 
In some fields, Lucky-Goldstar is 
itting as much as 6-7% of sales 
jack into research and develop- 
ment. 
The groupwide average for in- 
vestment in research is 3% of sales 
and going up all the time. ( That's 


pretty good when you realize that 
group sales for 1983 reached US$7.5 
Million.) In such important new 
fields as mg eos and genetic 
engineering, the figure tops 6%. 


Corp. EN 43% in 1983—more than 
any other Korean general trading 
company. 





Financial Soundness: [-—————-——-————-—-——--—-—-—--- E 
No Korean business conglomerate | There are a lot of people in a lot of countries who | 
can claim greater reliability in its j already know that if youre lookin cda reliable business | 
financial dealings than Lucky-Gold- | relationship in Korea, Lucky-Goldstar is the place to look. | 
star To find out more, contact Lucky-Goldstar Interna- | 
And we can back up this claim | tional Corp., 537 Namdaemun-ro 5-ga, Jung-gu, Seoul 100, 
with hard facts, including its acknowl- Korea. CPO Box 1899. Phone 777-8097. Telex LGINTL | 
edgment by world-renowned banks. | K27266. Cable FOURCLOVER SEOUL | 
Lucky ELE r a aae e "Lh. re ke E E eee a- al 
proved its trustworthiness. 





We've got it together. 


: LUCK Y-GOLDST, 

















Chemistry — Lucky Ltd. C Lucky Cor tinenta! Carb n Electricity, scale and OSOENA NONS Goldstar Co., Ltd. LJ Goldstar Cable [Goldstar Tele-Ek Goldstar 
Electric Goldstar Instrument & Ele Goldstar Pr ohinyeong Electri Golds emiconductor LJ Goldstar Alps Electronics Energy and Resources T Honam Qi! 
Refinery O Korea Mining & Smelt o Construction and i Engineering Luck y Di oment y Engineering insurance Securities and Finance L Lucky Securities [Pan 


Korea Insurance O Busan Investmen ance [Gol r Investment & | o Trade and Diete Ak Lucky-Goldstar International [.] Hee Sun 3 Public Service O The Yonam 
Foundation O The Yonam Educatior te Sports Lucky-Goldstar Sport: 


A precarious 
industrial 
structure 


T remarkable performance of the South Korean 
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economy over the past 20 years or so owes as much to 

the central planners who shaped and implemented 
the outward-growth strategy based on trade as it does to its 
disciplined and hard-working industrial shock troops. By 
concentrating their energy on development of light indus- 
tries geared to export, they have successfully turned this 
nation of 40 million 
people — with almost 
no natural resources, 
technology or capital 
into one of the 
most successful 
newly industrialising 
countries. 

Despite two rounds 
of global oil-price in- 
creases and increas- 
ing protectionist 
trends in. its major 
trading partners, the 
nation's economy has 
consistently achieved 
a substantial annual 
growth rate aver- 
aging about 8.596 
during the past four 
five-year plans. After 
a dramatic 5.2% con- 
traction of the gross 
national product in 
1980 caused by social 
unrest, a poor harvest 
and worldwide reces- 
sion, the economy has 
bounced back, recov- 
ering its old growth 
momentum. The 
GNP growth rate for 
1983 was a very high 
9.3%, giving rise to 
optimistic forecasts 
that during the cur- | President Ci 
rent fifth five-year 
plan period, ending in 1986, South Korea will again be able 
to maintain an average 7%-plus growth. 

While these figures are certainly impressive, a closer look 
at the structure of the economy reveals some unsettling fea- 
tures. In the course of a crash industrialisation programme, 
achieved at the cost of an enormous input of foreign capital 
(with more than US$42 billion this year, South Korea has 
the world's fourth largest debt), virtually the whole econ- 
omy hasfallen underthe dom- 
ination of about 50 business 
groups locally called chaebol 
(conglomerates whose sub- 
sidiaries are almost entirely 
controlled by the owners and 
their family members). 

In the summer of 1980, 
army officers who had re- 
cently taken power, with 
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ppalled by the conglomerates’ weakness. 


In this FOCUS, written in South Korea, Shim Jae Hoon 
and Peter Engardio jointly produced the Overview, Paul 
Ensor wrote Pharmaceuticals, Steel, Shipbuilding, Energy and 
Local Advertising; Engardio contributed Textiles, High 
Technoloqv and Machinery & Robotics, while Shim added 
Construction, Labour Problems and the Food Industry. 
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President Chun Doo Hwan, then a general, at the helm, 
were appalled by the weak financial structure of 26 leading 
chaebol, including nine out of 10 general trading houses 
Although they used up a third of total credits from the com- 
mercial-banking sector, in addition to most of the funds 
available from state-controlled banks at preferential in- 
terest rates, chaebol groups were chronically short on cash- 
flow while possessing vast amounts of property holdings as 
a hedge against inflation. Most of the country’s institu- 
tional resources were committed to these chaebo! groups 
while they in turn controlled the economy 
The new military-backed government, anxious to estab 

lish its political legitimacy, took the highly popular step of 
ordering liquidation of their properties to pay back bank 
loans. A few complied, but today, nearly four years after 
the so-called Business Rationalisation Measures imposed 
from above, the general picture remains basically un- 
changed. The rationalisation has failed and South Korea's 


industries still ree 
main highly cene 
tralised 

The question of 
what to do with the 
chaebol and how to 
decentralise consti- 
tutes a major head- 
ache for the Chun 
government. Produe- 
ing and marketing 
everything from 
bread to aircraft 
engines (Samsung), 
from razor-blades to 
TV sets and from 
toothpaste to micro- 
chips (Lucky-Gold 
Star), from au- 
tomobiles to ships 
and from housing 
units to furniture 


(Hyundai), they have 
literallv left no stone 
unturned in their ex- 


pansion and control 
of domestic indus- 
tries and markets 
"Practically nothing 
in this countrv is ever 
outside the chaebol's 


eyes, fumed one 
small entrepreneut 


cynical joke 
currentlv mak 
ing rounds in 


Seoul tells of a company department chief who wakes in thi 

morning to the ring of an alarm clock made by Samsung, 
rises from a bed made and sold by Hyundai, washes with a 
shampoo made by Pacific Chemical (which also 
securities company). He leaves his apartment, built bs 
Hyundai, Hanyang or Daelim, has his breakfast from the 
Haitai Group and drives to work in a Hyundai Pony oi 
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Daewoo Maepsy. The number of manufactured items 
monopolised by one group 
rose from e@ght in 1982 to 10 
in 1983; from 13 to 18 fol 
items by two groups: from 31 
to 43 for items controlled bs 
three makers 

Net sales of 50 of these 
largest. chaebol groups in 
1983, according to a recent 
private newspaper survey 

43 


> »- i . = d 
OP c - XC 
` ] Ay t e 1 


at 


Ns. ^ 


ET Eas 
Electronics: practically nothing escapes the chaebol’ eyes. 


hit Won 53 trillion (US$66.25 billion), up 3.7% from 1980. 
To appreciate the magnitude of this figure, it should be re- 
called that South Korea's GNP in 1983 totalled only Won 
58 trillion. In terms of value-added share, what the 50 
groups of companies contributed in 1983 was equivalent to 
20% of the country's total production of goods and services. 





he focus of controversy now surrounding the indus- 
T tries in South Korea is not so much over agglomera- 

tion, concentration and monopoly control as their 
weak financial structure. With their average paid-in capi- 
tal at only 18.1%, their debt:equity ratio stood at 455%, 
much worse than the average 360% for the whole manufac- 
turing sector. Return on their paid-in capital was only 7.6% 
and net profit over net sales 1.1%. Efforts by prime banks 
to cut down debts and straighten out their balance-sheets 
have not been successful, not least because the chaebol 
have bought themselves into five commercial banks that 
have been denationalised in recent years. Samsung con- 
trols 14% of Commercial Bank shares and 26% of First City 
Bank, Hyundai 12% of Hanil and 6.9% of Seoul Bank of 
Trust and so on. "Collapse of any of these big groups could 
mean the collapse of the [South] Korean economy,” one 
local critic snapped. 

Except for old establishments such as Samsung, Lucky- 
Gold Star and perhaps Daelim and Dong Ah, most of these 
50 giants, including Daewoo (at fifth place, its estimated 
1983 net sales Won 4.6 trillion) have achieved their amaz- 
ing size in the short period of only 20 years or so. Although 
the story of their growth is part and parcel of South Korea's 
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"economic miracle," the way they have con- 
centrated so much — largely through cheap 
preferential loans, government protection 
and low wages — has generated tremendous 
resentment. For example, Daewoo and some 
other textiles giants have been accused of 
first allowing . their subcontracting 
suppliers to expand facilities and then tak- 
ing over by letting them go bankrupt. 
Lucky-Gold Star has taken over some com- 
panies by moving equity shares from the 
parent holding company to subsidiaries, so 
as to avoid investing new capital. Hyundai 
group, South Korea’s largest overseas-con- 
struction contractor, set up its own travel 
agency to absorb ticketing fees from tens of 
thousands of its workers heading for Middle 
East worksites. 

In the process, the chaebol have ended up 
doing everything, but nothing very well. 
Unlike Japan's zaibatsu (chaebol is a Ko- 
rean phonetic version of this word), which 
thrives under vertical division of labour 
with subcontractors, chaebol has to have 
everything under one roof — its own. 
Whereas zaibatsu no longer depend exclu- 
sively on family ownership, chaebol — ex- 
cept in rare cases — do not share power with 
professional managerial talents. 

It is a precarious industrial structure, re- 
sting on a massive pyramid of debts and 
privileges. Efforts by the government to 
fight this dangerous industrial agglomera- 
tion through legislation of the Anti-Mono- 
poly Act and revision of the Commercial 
Code (which will outlaw any more take- 
overs through mutual holding of equity 
shares) is unlikely to put a quick end to the 
law of the jungle that prevails over the in- 
dustrial scene here. It is small wonder that 
many of South Korea's industries are 
neither efficient nor competitive. The only 
way to arrest this negative trend seems to be 
for the government to push forward its im- 
port liberalisation and its current financial 
reforms aimed at reviving market 
mechanism and allowing the free-enterprise spirit to take 
hold. It is a policy of decontrol and decentralisation, 
especially in the decision-making process at the top. The 
current view is that major economic policies are shaped 
and decided almost exclusively by a handful of top aides 
surrounding the president. This small cabal consists of 
Kang Kyung Shik, his chief of staff, Finance Minister Kim 
Mahn Je and 
Sakong Il, Chun's 
economic secretary. 


Opening up such an 

exclusive chain of ON OTHER PAGES 
command to out- ^ Pharmaceuticals 45 
siders would be Steel 46 
particularly  chal- Apr Yo RM Re C EUM 
lenging to a govern- Shipbuilding 48 
ment whose past in- RD qs E EHPRUCHERERE ft 
stinct has been to Local Advertising — 53 
control from the Textiles 63 
Zovernment needs  High-Technology —— 64 
todoa lot more than aerie & Robotics — 66 
merely revise or onstruction —————— 68 
enact new laws. Food Industry —— 72 
Above all, it stands Labour Problems ~~ 73 


in acute need of re- 
storing public con- 
fidence by honestly 
implementing what 
it says. oO 





Cover picture: Hyundai's US$400 million power and 
desalination plant in Saudi Arabia. 
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PHARMA CEUTICALS TN 


gent population have kept the South Korean ma®ket 

for pharmaceutical products growing at a rate of 
about 30% annually during the 1970s and 1980s, making it 
the non-communist world's 10th largest market in this 
field in 1983. While market growth is likely to continue at a 
healthy, albeit slightly reduced rate in future, South 
Korea's pharmaceuticals producers are now facing a 
number of major changes, which in some cases may 
threaten their very survival. The most important question 
mark hanging over the industry as a whole is whether it will 
be able to build upon its flimsy technological base to meet 
new challenges. 

Unlike many other industries in the country, pharmaceu- 
ticals is very far from being a major exporter; consistently 
imports are well above exports in both finished and raw 
materials, due to the low level of technological develop- 
ment which has been attained so far. Several local 
peculiarities help explain the relatively primitive state of 
technology, compared to other industries such as electro- 
nics. The pharmaceuticals market in South Korea has al- 
ways been a rough-and-tumble 
affair — for example, of the 10 
largest firms in the industry in 
1960 only two still exist. The 20 
largest companies control about 
70% of the market, but there is 
also a very large number of small 
companies: out of a total of 281 
producers, 264 employ fewer 
than 300 workers. 

The highly competitive domes- 
tic market, which at the same 
time has been growing fast, has 
further encouraged the tendency 
within South Korean businesses 
to plan primarily for the short 
term. This has made research- 
and-development (R & D) pro- 
jects, which are expensive, 
usually lengthy and always 
risky, very low priority. While 
large Western and Japanese 
firms spend an average of 5-10% 
of turnover on R & D, South 
Korean firms average less than 
1%. 

The distribution system for 
drugs is dominated by pharma- 
cists rather than doctors, which has helped to perpetuate 
the pharmaceuticals firms’ tendency to put quantity before 
quality. Virtually any drug is available over the counter, 
and pharmacists frequently act as salesmen for manufac- 
turers, offering all sorts of inducements to customers to buy 
certain drugs and brands, frequently leaving medical effi- 
cacy behind. The pharmacists’ sales pitches are backed up 
by heavy spending on advertising: more than 15% of adver- 
tising spending in South Korea comes from pharmaceuti- 
cals producers, second only to spending by food companies. 
The heavy consumption of: tonics (around 15% of total 
spending on pharmaceuticals), antibiotics and vitamins is 
partly explained by this distribution system — when peo- 
ple feel sick, they are more likely to go to the pharmacist on 
the corner than to a doctor. 

The pharmacy-dominated distribution system will 
gradually change as a larger share of the population comes 
under medical insurance. Currently about 40% of South 
Koreans are covered by such insurance, and the govern- 
ment aims to raise this figure to 60% by the end of the de- 
e. Under medical insurance, patients receive medicine 
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A rough-and-tumble affair: for the world's 10th largest market. 
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from doctors or hospitals rather than pharmacies. Resist- 
ance from the pharmacists to the changes will make it im- 
possible to institute the kind of prescription system that 
exists in the United States and Europe: and it is more likely 
that South Korea will follow the Japanese pattern, where 
the doctors sell drugs. Local pharmaceuticals companies 
are concerned about the new system and its effect on their 
business. "People have their set habits, and of course they 
do not like big changes," observed Kim Chang Hoon. man- 
aging director of Green Cross Corp., one of South Korea's 
major pharmaceuticals firms 

South Korea's lax patent laws certainly do not encourage 
investments in R & D, but given the rudimentary level of 
technological development in most firms, it is not clear how 
much difference tougher controls would make to anyone 
except the foreign firms that are now having their ideas 
copied by South Korean producers. According to South 
Korean law, process patents are honoured, but not produci 
patents. Process patents are easily circumvented — a local 
producer needs only to change a process slightly while 
copying a foreign drug to ensure that no rules are broken. 
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Copies of foreign drugs abound: several vears ago South 
Korean producers actually beat Smith, Kline & French to 
the market with a copy of Tagamit, a stomach medicine the 
latter had developed 


the next few years, some major changes mav occur in 
the pharmaceuticals sector. The government would 
like to encourage the rationalisation of existing: ompanies, 
reducing the number of small firms and making the larger 
firms more competitive. By pushing for the implementation 
of what it calls GMP (Good Manufacturing Practice) in all 
factories, the government will play a role in rationalising 
the industry. So far, 10 companies have achieved GMP. and 
after 1985 those firms which have GMP will enjoy a number 
of tax advaritages and other inducements not available to 
others. Small firms will find it difficult to attain GMP and 
the large firms' advantages will thus grow 
Alongside rationalisation, a policy of liberalisation. 
which will make the pharmaceuticals industry one of the 
country’s most open to foreign imports and joint ventures. 


I f stated government policies are put into practice over 
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is in its first stages. According to the current schedule, im- 
ports of all pharmaceuticals will be liberalised by 1986. 
Since 1981 the government has taken a liberal line on joint 
ventures, agreeing to majority equity ownership by for- 
eigners (on condition that the foreign equity is sold off 
within five years to bring the shares to 50:50). 

Foreign companies have rushed into the country in re- 
sponse to the government's more open attitude; of the 30 
joint ventures in pharmaceuticals, 21 were started after 
1981. For the foreign firms, the benefits of staking out a 
presence in South Korea's large and still growing market 
are obvious. As is so often the case in this country, local op- 
position to liberalisation is substantial. "We just need a bit 
more time if we are to take on this foreign competition 
properly, liberalisation is coming too fast," commented 
Kim Che Hi of the Korea Pharmaceutical Industry Associa- 
tion, which represents the interests of local firms, Accord- 
ing to Kim, the share of the domestic market held by joint 
ventures is growing quickly — from 8% in 1979 to 15% this 
year. 


of R & D and technological backwardness in the face 

of the major foreign firms investing in South Korea 
— is the most controversial aspect of the liberalisation 
policy. In their decision to allow the foreigners in on better 
terms than investors in other fields, government planners 
seem to have concluded this was the best way to draw in the 
much-needed technology. This attitude is not shared by all 


T he industry's major weak points — its very low levels 





— as Dr Han Hi Moon of the Korea Advanced Institute of 
Science and Technology (KAIST) reflected. “As a scientist I 
am very concerned that the foreigners will come in too fast, 
before we can develop our own technology," he said. 

While he is confident that it will be possible for South 
Korea to build its own technological base, Han admitted: 
"We are at early stages yet." One encouraging sign is much 
greater support for R & D now coming from the government 
than was the case in the past. For pharmaceuticals-related 
projects the public funding will rise from Won 2 billion 
(US$2.5 million) this year to Won 3 billion in 1985. Much 
government support for R & D comes through KAIST, a 
publicly funded research institute. Only six local com- 
panies have their own laboratories and KAIST's labs are 
open for the use of any firm that wishes to sponsor a project. 
In some cases firms can have matching funds from the gov- 
ernment for research requested from KAIST. 

Like their counterparts in the private sector, the 
scientists at KAIST find their main problem is “a short- 
age of ideas, and this is due to a lack of skilled manpower." 
At the same time, persuading local firms to use the facili- 
ties and scientists available is an uphill struggle, accord- 
ing to Han. “Most firms just want to see an immediate re- 
turn on their money and we really have to fight to convince 
them that we have the capability to do their R & D, whileat 


- the same time striving to'impirove our standards," he said. 


fo. any foreigif riggervers, the most obvious first step fo 
technolbgáéal deyelopment would be the introduction of 
stricter patent laws: As Bernhard Dreikorn of Schering 
(Korea) observed: “The [South] Koreans say they must fos- 
ter their own R & D effort which, of course, is impossible 
because there is no incentive with the existing legal setup. " 
PolWtical pressure from the US on a number of Asian coun- 





STEEL 


Over-capacity — bu 


A mid the rising world crisis in over-capacity of steel- 


production facilities, it is the South Koreans who 
are taking much of the heat from their trading 
partners for pursuing an expansionary policy with regard 
to steel production and investments. Perhaps the most 
striking example of this overseas criticism came from the 
United States Exim Bank, which announced in December 
1983 that it would not be financing sales of equipment for a 
second integrated mill for the Pohang Iron and Steel Co. 
(Posco) — scheduled to be constructed over the next five 
years at Kwangyang Bay, on the south coast — due to the 
"serious oversupply" in steel worldwide. 

The Americans were not the first to raise doubts over the 
new Posco mill. When Japanese steel producers were asked 
to enter bids to provide equipment for the project (Posco's 
first integrated mill at Pohang Bay on the east coast was en- 
tirely equipped by Japanese firms and was financed by war 
reparations from Japan) they shied away, complaining of 
their own serious over-capacity problems. 

Only when the South Koreans opened the bidding to 
European firms, who quickly responded, did the Japanese 
realise that the second mill would go ahead — in any case — 
and entered the bidding themselves. Most of the contracts 
for the new plant have now been settled, and suppliers from 
Austria, West Germany, Britain and Japan are all par- 
ticipating in the project. The main technological advance 
which will be embodied in the new mill will be a 100% con- 
tinuous casting system (the existing Posco mill has only 
50% continuous casting). 

According to Posco's plans, the first phase of the Kwang- 
yang Bay project will be completed in March 1988, which 
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projects of the scale that foreign firms are able te 
are unthinkable. With a much smaller market 










yreans t y for any major changes 
in patent laws. *V e or 10 vears before we 
will be ready,” said Green Cross’ Kim. 2. 

For the technological development of the industry, just 
as serious as the shortage of skilled manpower is the shert- 



















| the successes of the Japanese firms, which were able to 
| lop their technical know-how largely on their own. 
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will give South Korea's main steel producer an added pro- 
duction capacity of 2.7 million tonnes a year. Depending on 
the demand for steel at that stage, a second phase may be 
undertaken, which will bring capacity up further to 5.4 
million tonnes a vear. : | | | 
Currently 70% of Posco's output goes to domestic con- 
sumers and, according to the South Korean steel giant, the 
new plant is needed primarily to feed growing domestic de- 
mand. According to government projections, even with the 
construction of the mill, South Korea willbecome a net im- 
porter rather than exporter from 1987 onwards. This-esti- 
mate 1s based on lower annual domestic demand growth. 
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projections — around 10% in the 1984-91 period, compared | Es the example of Japanese steel firmis, Pose 
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the trading wing of the country's largest con zie 
were indicted in March in Portland, Oregon. on erin 
charges related to the dumping of steel produc ts on the 

market. According to the evidence brought against 

South Koreans, Daewoo was importing steel at fa Isely an: 
Hated prices and then offering rebates based on false da 
age claims which they arranged for their customers to fi he 
This system made it possible to import South Korean st 
at the trigger price (the US does not allow imports.of ste 
priced lower than Japanese steel) but still undercüt com 
petitors. 


to the average of 13.6% annualgrowth in 1977-88.. — has attempted to smooth over trade friction fi FIVES 

If 1983, when many South Korean industries were the t 
struggling to keep up with export orders, is any guide, the 
government's projections regarding demand may prove to 
be correct: steel imports rose by 4795.to US$3.5 million in 
1983. A certain amount of this heavy demand was due to the 
country's inability to produce high-alloy steels. 

South Korean exports of steel products have also re- 
cently been the focus of protectionist pressure in the US 
which was the country's main export market for steel pro-. 
ducts in 1983, importing 1.6 million tonnes, or 28% of total 
exports. Compared to 1982, when only one case brought 
against South Korean producers resulted in countervailing 
duties being imposed on steel products, in 1983 five anti-. 
dumping cases were filed and in three cases the US trade 
authorities found the South Koreans guilty... : 
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ing ina major coal project in the heartland à 
steel industry, Pennsylvania. However, Posco's US 
pany, Tanoma Coal, has-been plagued with problems fro 
its inception in 1980. In addition to labour disputes, wh 
the South Korean management have found very di ifieult to 
handle, the price of coal has dropped, rather than risen 
projected when the investment was made. : 

Japan is the second most important market for steel ex. 
ports, taking 1.4 million tonnes, or 25% of steel exports last 
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t by Japar 
) import ste : -te sis with South. 
's Inchon Iron. Y- xa i 
rts last year grew by only 5%, compared to 17.4% in 
and many people here have shown concern that ex- 
| may even drop next year due to the unfavourable 
1d economic climate. Exports of steel plate, an import- 
‘product of the Posco mill at Pohang, and the largest 
Je component of exports by far, dropped by 16.5% last 
rand steel and iron exports as a component of the coun- 
/'s total were down from 45% to 36%, 
espite these discouraging export figures, the mood at 
co is generally optimistic, with good reason. The 
ang steel mill is one result of the bold drive in the 1970s 
levelop the country's heavy-industrial sector which, un- 
ike heavy machinery and petrochemicals, was not found to 
nave been over-ambitious by the end of the decade. 
ohang's success and apparently stable prospects are 
argely due to the high demand for steel within South 
rea, heavily fuelled by the needs of the buoyant con- 
ruction activity both within and outside the country, 
















h Korea's per capita steel consumption is stillless than 
of Japan's and only two-thirds of Taiwan's — indi 


e beaten by the world's first ironclad battleships: 
o plans to repeat history in this bay — by beating the 
e soundly in the shipbuilding war. Recent months 





irums too loudly, as the world shipping glut hangs 
a dark cloud over their fortunes. The country's ship- 
ers, though famous for their optimism in the past, do 
expect the current slump in world ship salesto end until 
Jate 1980s. However, their commitment to expansion in 
se harsh times is daunting — for example, Daewoo has 
lans to build a city of 160,000 people around its shipyard 
Okpo. And at least one senior policymaker remarked 
thely recently: “The Europeans should give up their steel 
shipbuilding industries — they cost too much in sub- 
South Korean yards attracted world attention at the end 
he 1970s with heavy investments in new capacity 
ch many observers considered foolhardy. Then in 
33. 19% of all new orders went to the South Koreans, 

g some earlier critics reason to think again: South 
a had suddenly become the world's second largest 
builder, challenging Japanese pre-eminence in the 
Although past orders are likely to keep South Ko- 
rds busy over the next year or two, if new orders do 
come in soon, some may have to start laying workers 
by the end of 1985. Along with the drop in orders, ship 
es have been dropping by anything between 20% and 








ndian concern which ordered a number of ships last 
onsidering forfeiting its 15% 






ich has taken more than half Posco s output, followed by | 
‘shipbuilding, vehicle-manufacture and machinery in- 
es. Posco officials confidently point to the fact that. | 


he Daewoo shipyards look out over Okpo Bay, where. 
the Japanese and Korean navies fought à historic. 
battle in the 16th century, in which the Japanese - 


, have left shipyards extremely wary of beating the 


» over the past year or so. One of Hyundai's customers, 


ig its order at last year's 












. mented one 


integrated mil 












eg l in the country, it now accounts for around 
90% of all iron and steel production. The second largest 
steel company, Union Steel, had sales in 1982 equivalent to 
only 15% of Posco's. As of the end of 1982, Posco was the 
10tf largest steel-producing company outside the com- 
munist bloc and South Korea was the 15th largest steel- 
producing country in the world. 


ion 





its shares held by the government and 40% held by 

the state-owned Korea Development Bank. By the 
end of 1983, when the final expansion of Pohang's blast 
furnaces was carried out, the plant achieved an annual ca- 
pacity of 9.1 million tonnes. According to company sources, 
to pay its bills the plant must export at least 30% of its out- 
put and so far has had no problems holding them at roughly 
that level. ore 


Dp: is a quasi-governmental body, with 32% of its 








d in terms of what remains a 
inuing glut 


continuing glut in world shipping. Things 


will get worse if the shipbuilders continue 
their past practice of destructive price 
wars. Daewoo ‘was especially notorious 
for its undercutting: it has been the new- 


comer to the field and to establish a 










world position is rumoured to have agreed to unprofitable 


terms. “We just cannot compete with their prices,” com- 
Hyundai salesman. In one deal the two com- 


` peted for last year — for 12 ships ordered by Iranian in- 


terests — Daewoo's price has been reported to have been 
20% below that offered by Hyundai. — 

The government is encouraging the major shipbuilders 
(Hyundai Heavy Industries [HHI], Daewoo Shipbuilding & 
Heavy Machinery, Korea Shipbuilding & Engineering 
Corp. and Samsung Shipbuilding and Heavy Industries) to 
consult with each other more than they have in the past to 
avoid destructive price wars, somewhat in the style that 
construction firms have been encouraged to work together 
more closely to minimise the ill-effects of the collapse of the 
Middle Eastern construction market. Steps in the direction 
of a more coordinated approach to the problem have appa- 
rently been very tentative. ^ ^" —— 

Last year South Korea exported US$3.7 billion worth of 
ships, yachts and structures; this figure includes US$1.5 
billion earned for ship conversions and repairs to 73 ves- 
sels, a 3296 increase on 1982 figures. 

In terms of tonnage, exports of ships alone were 949,000 
gross tons, or 67 ships, worth US$1.8 billion. This was ac- 
tually a drop from the previous year's figure of 71 ships, 
totalling 1.2 million gross tons but was more than made up 
for by a more than doubled conversion business and a 
healthy offshore structure business where there had been 
virtually none in 1982. Ue Bite f. a 

South Korean yards were ablé in 1983 to cash in on a 
spree of orders for bulk carriers om owners who felt that 
the price had hit rock bottom and anticipated a rise in 


world trade. Around 60% of orders made to South Korean 


yards in 1983 were bulk ca 


= 96° 
2.3 million gross tons. Jnde Ai. 





vessels totalling 
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characteristic of more developed coun- 
tries. Between 1972 and 1982, the pro- 
portion of the latter as compared to 
rolling capacity grew from 10% and 
43% to 56% and 91% respectively. 
With the completion of the second 
integrated plant at Kwangyang, these 
ratios are expected to be further im- 
proved. 

While Posco's future appears as- 
sured, thanks largely to the heavy de- 
mand for steel within the domestic 
economy — which is showing scant 
signs of flagging in its continual on- 
ward rush to recover from the 1980-83 
recession — exports are not likely to 
grow at past rates. For example, ex- 
ports of plate and sheet grew 70-fold 
between 1970 and 1983, but de- 
veloped-country markets are steadily 
becoming more protected and a signi- 
ficant number of developing countries, 
notably in Southeast Asia, are building 
their own steel mills. In addition, ex- 
ports of South Korean goods which 
contain large amounts of steel, such as 
ships, and overseas construction mat- 
erials are falling, which will cut into 
domestic demand. Oo 
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gross tons, worth a little less than US$3 
billion. 

The story in 1984 has not been so 
cheerful. The two largest shipyards, 
Hyundai and Daewoo, opened the year 
with plans for expansion which have 
since been shelved. Order backlogs 
have dropped from US$3.82 billion or 
4.841 million gross tons at the end of 
April 1983 to US$2.89 billion or 2.147 
million gross tons a year later. Accord- 
ing to Fairplay International Research 
Services in London, South Korea's 
share of new orders is way down so far: 
as of the end of March, there were new 
orders for four ships worth US$211 
million, or 5.3% of the global market, 
compared to orders for 106 ships going 
to Japanese yards, a massive 82% share. 


owever gloomy the present 
Hye the South Koreans 

will take a lot of beating and 
can still claim to be among the world’s 
most competitive shipbuilders, espe- 
‚cially at a time when low prices appear 
to play the major role in shipowners’ 
buying decisions. With labour costs 
typically taking up a fifth of ship 
prices, low labour costs play an import- 
ant part in holding on to competitive- 
ness, and South Korean wages are 
around a third of the levels of its major 
competitors in Europe and Japan. In 
addition, stable raw-materials prices 
— particularly for steel plate — and 
some investments in new technologies 
have helped to double labour produc- 
tivity in recent years. Another import- 
ant ingredient of South Korean com- 
petitiveness in ships. is fast de- 
livery time — due to the intense 
work schedules in the main yards. For 
example, at Daewoo employees typi- 
cally get only two days off each 
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The timely new way 
Io MOVE cargo 


INTERIYIODAL 


Intermodal transport. It's safer and more efficient than anything 
yet devised. Ship, air, rail and road links are utilized to maximum 
effect, getting consignments to their destination in the shortest time 
and at the minimum cost. NYK's intermodal transport service is just 
one of the ways we are working to improve cargo handling 

Another is better communications. Over 40 NYK ships carry 
INMARSAT satellite communications equipment. We can keep in 
touch with customer's shipments all the way — and receive and act 
on their latest instructions promptly 

Then there is the diversity of the NYK fleet. Thanks to the variety 
of vessels, we can handle just about any type of cargo under the sun, 
from heavy plant equipment to livestock. It is the kind of service 
NYK's customers have come to expect over the past 99 years 
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Naming ceremony: one of twin 


month. *We think the Japanese are lazy," joked one director. 
Government support for the shipbuilding industry comes 
through two principal channels: low-cost loans to produc- 
ers and a subsidised export-finance system. The nation's 
two major shipbuilders are closely tied to the two largest 
business groups in the country, which are entitled to loans 
from South Korean banks at around 10%, effectively a sub- 
sidised rate. The most direct form of financial assistance 
comes through the export-financing mechanism. South 
Korea is not obliged to keep to Organisation for Economic 
Cooperation and Development directives on export financ- 
ing; thus at 9% the loans offered by the Korea Export- 
Import Bank undercut the country's main competitors. Ex- 
port finance for South Korean ships is also offered in dol- 
lars, in contrast to their main competitors, the Japanese, 
who offer yen credit, which is less popular among buyers. 


financing rates extended by the Exim Bank will be 

raised from 9% to 10% before long, which could seri- 
ously blunt one of the South Koreans’ key selling points. 
Some hints have also been made that the Exim Bank would 
like to see heavier involvement by commercial banks in the 
financing of ship exports, cutting its portion from 56% to 
50%, thus further raising the cost of export finance. Foreign 
bankers in Seoul involved in trade financing for ship- 
builders have shown some concern over this possibility 
which they believe would increase the shipbuil- 
ders' financial responsibilities and reduce their 
competitiveness — all at a time when the market 
is virtually dead. 

HHI is undoubtedly the leader in the field, 
with the largest shipyard in the world, a huge 
site of 7.2 million mê with an annual capacity 
of around 11.5 million deadweight tons (dwt) a 
year. It was really in 1974, when HHI opened its 
massive yard at Ulsan, that the South Korean 
shipbuilding industry was born. While much of 
Hyundai's equipment is a little older than 
Daewoo's and the older firm does not have some 
of the more advanced production technologies 
being used at the state-of-art Daewoo yard at 
Okpo, it has much greater experience and is able 
to produce a wider selection of goods. 

On one important issue — known in the indus- 
try as the engine wars — Hyundai was able to use 
its more established position to gain the govern- 
ment's favour over the upstart Daewoo yard. |i 
Both firms wanted to produce marineenginesin |p TETS 
1980 but the government was afraid of over-in- 
vestment if both were allowed to compete. 
Hyundai was given permission to go ahead and 


Tos are some signs, however, that the export- 





Shipbuilders at work: they think the Japanese are lazy. 


nerships for Hapag-Lloyd at the Samsung yard. 





develop engine-producing capabilities, while Daewoo is 
expected either to purchase from Hyundai or Korea Heavy 
Industries, which also has more recently attained capability 
to produce marine engines. 

Foreign buyers frequently ask for imported engines, 
however, and typically 30% of the value of Hyundai ships 
is imported, compared to about 55% of Daewoo ships. "We 
are in a better position to convince buyers to buy [South] 
Korean-made goods due to our greater experience," com- 
mented one Hyundai sales representative. Perhaps the 
most convincing argument they put forward is the regula- 
tion that any purchase made with South Korea's at- 
tractive export-finance arrangements must agree to in- 
clude a South Korean-made engine. It is in the area of 
sophisticated electronics and navigational equipment, as 
well as some engine parts, that Hyundai must still im- 
port. 

Drawing a certain amount of local comment has been 
Hyundai's recent plan to establish a separate steel-struc- 
tures company, made up of the steel-structures sections of 
HHI and Hyundai Engineering and Construction (HE & C) 
Due to the Middle Eastern construction boom, production 
and sales of steel structures have been the most profitable 
part of both companies, largely fuelled by orders coming 
from HE & C overseas projects. Sources suggest that this 
plan is closely linked to the announcement earlier this year 
by Hyundai group chairman, Chung Ju Yung, that HE & C, 
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, would go public later in the vea: 
move he is under considerable government pressure to 
undertake. By making a separate steel-structures firm, 
Chung would thus be able to keep the most profitable busi- 
ness area in private hands. 

Closely linked to the fortunes of HE & C, the structures 
section of HHI grew rapidly over the past five years,@t a 
rate of around 20-30% a year, bringing it to roughly 30% of 
turnover last year. The collapse of the Middle Eastern con- 
struction market and tighter competition, especially from 
Japanese producers, have led company sources to be pes- 
simistic regarding prospects for 1984 and beyond, but 
structures, with their potential for sophisticated, high 
value-added projects, would be an important feature of any 
successful future for the South Korean shipbuilding indus- 
try. 

ne is a relative newcomer to the field, having taken 
over the Okpo yard in 1979 (the yard was actually opened in 
1981) from Korea Shipbuilding and Engineering — which 
was suffering large losses — at the request of the govern- 
ment. Daewoo likes to point to the broad array of enter- 
prises that its chairman, Kim Woo Choong, has turned from 
loss-making disasters to profit-makers. Whether he has 
really achieved this for his shipbuilding concern is yet not 
clear: in a rare admission to the local press, Kim recently 
confessed that his shipbuilding company was having cash- 
flow problems. Having 
lost US$10 million in 
1982, the company 
swung marginally into 
the black last year, 
claiming a profit of 
US$6.3 million, rough- 
ly 1.3% of a turnover of 
US$500 million. This 
compares to Hyundai's 
profits of 2.5% of a 
turnover of more than 
US$1 billion in 1983. 

Daewoo's debt:equity 
ratio stood at 3.65:1 
compared to Hyun- 
dai's 1.4:1 in 1983 — 
both according to com- 
pany figures. These are 
remarkably low com- 
pared to those of com- 
panies in other sectors, such as South Korean general trad- 
ing companies which can be anything up to 20:1. 





as a newcomer was put to the REVIEW by a representa- 

tive after a tour of the yard's shining new US$10 mil- 
lion computer centre where all production is monitored. 
"Wedon't haveany problems with the computer apart from 
a lack of data from past projects stored," he observed. 
However the up-to-date equipment in the Okpo yard make 
it more compact and better integrated than its counterpart 
at Ulsan and many foreign engineers who attended the re- 
cent naming of two United States Lines carriers there came 
away most impressed by the facilities. 

Daewoo has managed to corner the offshore-structures 
market, having sold a total of seven semisubmersibles — 
five in 1983 compared to one from Hyundai. One of the most 
sophisticated structures made by either yard, a floating de- 
salination plant for use in Alaska, was also completed in 
1983 by Daewoo in cooperation with Bechtel of the US. The 
heavy offshore-structures business meant that a full third 
of work at Daewoo in 1983 was in structures, both onshore 
and offshore. In ships Daewoo's chief source of pride is an 
order placed by United States Lines in 1982, which is said 
to be the largest single order in shipbuilding history, for 12 
container ships valued at US$550 million. The first of this 


Pp: the best summary of Daewoo's position 
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group will be completed in July and the rest are to follow at k 












outh  Korea's energy planners and eec 
related businesses are still reeling from the confu- 
sion of the past decade, The sharp cyclical changes in 
world energy prices have been further complicated in 
South Korea by the country's rapidly changing economie — 
structure, which has tended to confuse past attempts at de- 
mand projections, resulting in overcapacity problems in 
the oil-refining and electricity-generating sectors. In fü- 
ture, according to current government thinking, policies 
will be aimed at reducing dependency on oil, particularly 
from Middle Eastern countries; South Korea's nuclear- 
energy programme will be slowed down somewhat and use 
of bituminous coal, liquefied petroleum gas (LPG) and 
liquefied natural gas (LNG) will grow. 
South Korea's energy situation has changed drastically 
in the past few decades. One of the most notable changes — 
has been the country's increasing dependence on outside | 
supplies of energy, mostly oil, which has been a side-effect 
of rapid economic development. In the early 1960s, energy — 
self-sufficiency stood at around 90%, steadily dropping to — 
49% in 1971, and projected to be down to 24% this year. | 
The dramatic rise in dependence on imported fuel has .— 
been partly due to the rising cost of energy, but also to deve- | 
| 





lopment of heavy industries in the 1970s: according to one 
study, South Korea's energy-intensive industries grew by . 
11.3% annually during 1977-81. Along with its heavy in- 
dustries, South Korea also doubled its oil-ref ining capacity 
between 1973 and 1982. However, the refineries met a simi- 
lar fate to that of many of the ambitious industrial projects; 
squeezed especially hard by the 1979 oil shock, the re- 
fineries have averaged 60-65% capacity utilisation in the 
early 1980s. After a relatively good year in 1982. their pro- 
fits were down in 1983, largely due to the high level of the | 
US dollar and high interest rates — which made paying off — 
debts on frequently unused new equipment even more _ | 
costly in addition to the higher cost of oil purchases. 

As is the case throughout the energy sector, the govern- __ 
ment keeps a tight control on all aspects of petroleum 
processing and pricing and, with the refining industry in 
such dire straits, relations between the refiners and gov- 
ernment have not been without controversy. Some refiners i 
have blamed their overcapacity on past over-optimistic | 
government projections regarding energy consumption. - 
Refiners have also been hit by government attempts to use 
its control over the industry to grant favours to other indus- _ 
tries. A typical example of this was the holding down of 
naphtha prices last year to aid the troubled petrochemicals _ | 
sector. 

Petroleum prices in South Korea are extremely high — 
petrol is twice as expensive as it is in Japan, for example — 
due not only to a government surcharge on imports which _ 
came into effect when prices dropped in 1983 (the money 
collected is being put into a fund to be used in the event of. 
another oil erisis) but also to the refiners' use of regulations — - 
to cut their own costs while expanding market share. Aec- _ 
cording to one government source, the refiners habitually . 
undersell to improve their market position and then list 
the losses incurred as production costs when the govern- 
ment evaluates their costs to set the maximum allowed 
price — pushing prices upwards in the long run. 1 
It seems inevitable that in the coming years, South 
Sorea’s refineries are in for a major shake-out. M 
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plans to “de-oil” the economy as much as possible. Accord- 
ing to recently released figures, the government hopes to 
reduce the share of oil in the country's energy bill from 58% 
in 1982 to 38% in 2001, while increasing use of other forms 
of energy. Planners also want to diversify the country's 
sources of oil away from the Middle East to more secure 
sources. Figures for 1983 show that this trend has already 
begun: imports of oil from the Middle East amounted to 
74% of the total in that year, compared to nearly 76% the 
previous year — the government wants to bring that 
number down to 68% in 1984. 

Imports from what are perceived to be more stable coun- 
tries in Asia and Latin America are expected to fill the gap. 
Last year imports from Asia grew from 12.6% to 13.6% of 
total imports — though surprisingly imports from Indone- 
sia dropped to 4.6% from 8.7% in 1982. Indonesia's falling 
share is mainly due to Jakarta's unwillingness to offer dis- 
counts to South Korean buyers; at US$29.50 a barrel In- 
donesian crude is currently the most costly being imported. 

Electricity generation has also been hit by excess capa- 
city problems due to over-optimistic forecasts of demand 
growth made in the past. Projected electricity demand 
growth during the fifth five-year plan (1982-86) has been 
moderated from 11.1% to 10% but actual growth slipped 
from an average annual rate of 17.2% during the 1970s to 
7% in 1982 and and then up again to 12.5% last year: 
further fluctuations rather than steady growth are proba- 
bly the way of the future. Korea Electric Co. (Kepco), the 
public utility which generates most of the country’s elec- 
tricity, has found itself with a reserve margin of 30% 
(around twice the standard international level) and capa- 
city utilisation levels of 48% in 1983. Kepco’s ills are partly 
due to faulty projections coming from the government and 
partly to the public company’s own management, which 1s 
dominated by engineers and short on planners. 

A major victim of these overcapacity problems is likely to 
be South Korea's ambitious nuclear-energy programme. In 
late 1983 government officials and executives of Kepco an- 
nounced that they were rethinking the plan. According to 








the original plans, Seoul expected nearly 55% of its energy 
needs to come from nuclear generation by the year 2000 — 
rather more than the corresponding projection in Japan 
and Taiwan of 43%. At present South Korea has three reac- 
tors in operation, with the construction of an additional six 
under way. 

Changes in electricity consumption patterns and much 
higper-than-expected costs of borrowing and plant pur- 
chase have led to the decision to re-evaluate the program- 
me. Construction and operation costs are estimated to have 
risen 30-5095 compared to earlier projections and pur- 
chases of nuclear reactors have played a large role in boost- 
ing the country's foreign debt. According to government 
figures, more than.16*5 of South Korea's total debts, which 
now stand in excess of US$40 billion, have been used to fi- 
nance the nuclear-energy industry. Another strong argu- 
ment against the nuclear option has been the dropping 
price of bituminous coal imports, which many see as a 
much more cost-effective alternative. A 


with a large share of industrial users which tend 
to require electricity on a base-load (around the 
clock) basis, rather than domestic consumers whose habits 
are much harder to predict: recent trends show structural 
changes in demand which support a less ambitious nuclear 
programme. Most observers expect electricity demand to 
grow more slowly in coming years than in the past and to 
become more consumer- and retail-oriented rather than in- 
dustry-dominated. According to one study, electricity-de- 
mand growth will be more than halved over the next two 
decades, dropping to an average annual growth rate of 9% 
from 19% in the 1960s and 1970s. At the same time, the 
share of industrial users is likely to decrease much faster 
than was originally expected as they rationalise their 
energy use and electrical appliances proliferate in South 
Korean households. According to recent government pro- 
jections, this will mean that the consumer share of elec- 
icity demand will grow from 18% in 1983 to 27% in 1991 
and the industrial share will drop from 66% to 61% in the 
same period. 
Officials have been guardedly vague about the revisions 
likely to occur in the country's nuclear plans, only indicat- 
ing so far that construction of reactors 11 and 12, earlier ex- 


N uclear power is most suited to a demand structure 
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Hyundai: work for Kori No. 2 nuclear power plant. 
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4 But drawing much more attention from the 
is: LPG, another fuel which has been named as a ; 
substitute for coal in home heating. Demand. f 
growing quickly — from 640,000 tonnes in 198 
tonnes last year and projected to top | million 
1984. All five oil refineries are Bicensed to import t 
but so far Jungwoo Energies, which has a con 

Saudi Arabia, is the sole importer: iu ibution is 
out by the five along with Jungwoo. With consider 
port from the government, which sees the low-cost 
an important part of the country's energy future, tà 





on between he Ministry of Energy and Resources and 
Kepco, the latter trying to preserve as much of the pro- 
gramme as possible. 

While the oil and nuclear sectors are facing substantial 
cutbacks, LNG is likely to play a growing role in the Goun- | 
try's energy future. The government is taking an active role | 
in starting up LNG use: in July 1983 it signed a 20-year | 
contract with Indonesia to import 2 million tonnes a year | 
starting in 1986. It has also hinted that it would like to pur- | 
chase LNG from Alaska, but the United States has not 
shown much interest in the idea. To manage theimport and 
storage of LNG a new public company, the Korea Gas Corp., | fineries, Honam and Yukong, have negotiated their 
has been launched and the total investment is estimated to | import contracts for LPG with the United Arab Ei 
run at around Won 12 billion (US$15 million) annually | and Kuwait. Drawing a storm of protest from the 

































during 1983-86. licensed importers are Samsung's plans to enter th 
Above all, the government hopes that LNG will be used import and distribution business through a joint v 
in the residential sector, gradually replacing coal. Coal | with British Petroleum (BP), tentatively named Korsa- 
bricks, known as yontan, are the predominant fuel for heat- | Gas Corp. But despite considerable political 
ing homes through bitter Korean winters. Coal burning has | the British side, the government has effectiv jely 
been a major contributor to South Korea's serious pollu- | decision on the joint venture by approving in pri 
tion problems and LNG's cleanliness has been a major sell- sanne a no s ventur es of co kind 
ing point to planners. In addition, it should fill a gap when 
the South Korean coalmines, which have become increas- 
ingly uneconomical, are scaled down during the latter part 
of the decade, 







LOCAL ADVERTISING 








the kind or obje otivit 
Only an outsider can T 
the job of presenting a 
duct or company to the p 
lic. As one foreign ads 




















put it, thein-hou 
Ithough South Korea's advertising industry is the | results in “inbred creativity." Given the centralised 
second-largest in Asia, it may well be one of the least | of S uth Korean CORDON ate structures, it is n ier 
sophisticated. The backward nature of advertising | chairman of t e last se | 
in this country is due to a host of local factors which mostly 
come under two headings: business attitudes and govern- | € 
ment regulations. However, one local advertising man ob- | - 
| served: "Things can only improve from the way they are | 
now." Higher standards for the industry as a whole will ~ 
probably come as increasing numbers of foreign products irman is mainly inte 16 
enter the local market and foreign companies demand the | | 'ompe nds ses b | ari e jd ouder c | of 
kind of treatment from local advertisers that they are ac- | à: | 
customed to abroad. The recent growth of advertising by | 
South Korean firms abroad is also likely to force some | 
changes on the local scene. | 
The main reason for the relative backwardness of South | 
Korean advertising is the country’s traditionally closed | 
market, which is dominated by a few large business group- | 
ings. As Christopher Sur of Daehong Advertisingobserved: | chain of operations designed to give the advertiser: 
“To [South] Korean businesses, advertising has always | greatest possible return on his money. Foreign adver 
been regarded as a necessary evil, rather than a useful mar- E: men argue that the more backup work done on an 
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Lackíhg s any clear oss anani from publicity in. 
broadest sense, South Korean advertisements tend 
shots in the dark. Missing are the massive amoun 
backup work, such as market targeting and me 
ning, undertaken by agencies in more advanced ¢ 
that make the advertisement itself a mere link in à 








keting tool which informs both the seller and the public." more EM the seller and me consumer benefit, 
Ads have really only had one purpose here — to remind the dk to ihe 
public of the compa násténce, in case publicity by | hisow 
others makes them forgi 

A number of other 
have also worked aga 
vertising industry. So 























usiness neque: and attitudes has been the norm in South Korea. "I thi 
he unfettered growth of the ad- | there is much more sophistic ated thi 
Korean firms’ preference for | men are willing to give them credit for," « 
inder one roof, as well as a tradi- Standing in the way of the use of more 
tionally secretive attitude towards publicity of any kind, techniques in the area of media planning is the refi 
have resulted in a strong tendency towards in-house opera- | South Korean newspapers to submit to indep 
tions, rather than the use of independent agencies. With all | of circulation figures, which are widely acces 
of the country's top seven advertising compans each tied | gross exaggerations. Newspapers are also unwi 
toone p the ve Par a 10% o of E a split runs ~~ an important tool in the media -pli an 
S. E : l of any print-advertising campaign. | 
"he r lationship between ad 
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largest companies and their in-house operations. Here 
in, the prevailing attitude is that independent agencies 
iseless middlemen rather than a source of new ideas 
creativity. One of the main reasons for the newspapers’ 
ingly institutionalised advantage is the limited space 
le and heavy demand from advertisers: it is a sell- 
‘market. 

| example of the newspapers’ ability to call the shots 
een their tightening of controls on companies permit- 
c advertise. Until four years ago, advertisers were able 
tain space on the basis of a mixture of bargaining and 
sonal relationships. All that changed in 1980, when the 
lewspaper publishers agreed only to accredit advertisers 
faminimum capital size and turnover. Since that time the 

ecified minimum has regularly been increased, reducing 

























controls," ' complained one advertiser. 
lewspaper s argue that the new controls are a way of 
ng themselves from small, cash-strapped agencies 
the nae! have not paid their bills. While this prob- 


cius sy he best ídeas are the ones the chairman líkes. 
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y has some justification, by pushing smaller dompanies 
d of the runnning for space, the newspapers are stifling 
area of the industry which in countries with more de- 
à loped advertising sectors is a useful training ground for 
ung advertising men, as well as a source of original ideas 
vouring large oper ators really means improving the po- 
itions of the in-house operations of the large groups. This 
uritism is also shown in more direct ways: the front 
ack pages of all six national dailies are effectively re- 
d for the country's major conglomerates. 
















| spt media, erie are similar B mone” : 















this select group must} pay ; 18 Kob 






themselves an 8% commission — a substantial cut in pro- 


nything more than linkups with South Korean agen- 


fits i hich has helped keep foreign agencies from attempt- 


ing 


Cies, 


The only way into adver tising c on TV for non-accredited 
agencies is to book directly through Kobaco# but in such 
cases the organisation retains the entire 15% commission. 
Because the commission is the agent's profit, this means 
that those who are forced to take this route earn nothing in 
the process: this is only possible because so often they are 
in-house affairs. 


hile Kobaco has received some praise for its even- 
handed portioning of scarce air time, which is 
plagued with similar supply problems to those of 


newspaper space, most advertising men have little good to 


say about the body. South Korean air time is the second 
most. costly in Asia and Kobaco's sizable cut of commis- 
sions only worsens the pressure of high rates. A frequently 
asked question is w her e all the money paid in by advertis- 


-——————— É—————"ne— ————— uc ers to Kobaco actually goes. One 







advertiser estimated that the gov- 
ernment body drew in: 


n just short of 
US$50 million nes from its cut 
in commissions. 
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of thé economy, i one e of et most in- 
triguing. questions facing Mr 





cr eased eontact with the outside 
world is going to induce real 
changes. Signs are already appear- 
ing that changes coming from 
abroad are on their way. On the 
domestic market, a numbet 
foreign consumer goods are ent 
ing the market and mounting 
sophisticated campaigns © which 
local producers will have topay at- 
tention to if they are to hold their 
formerly captive audiences. Assist- 
ing the flow of new ideas are the 
growing numbers of affiliations 
between South Korean and major 
international agencies. Most of the 
big names now have relationships 
with South Korean agencies. 
Advertising abroad by South 
Korean firms will bring them into 
contact with foreign advertising techniques which should 
ultimately help change local practices. South Korean con- 
glomerates are beginning to recognise that they must fol- 
low the Japanese example and become household names in 
their principal markets. Advertising expenditure by South 
Korean companies in foreign publications as a percentage 
of the country's total exports stood at 0.03% in 1983 — the 
figure in Japan was 3% — but it is growing at an annual 
rate of 15-20%. If the desire to do ever ything within the 
company prevails, the big groups may eventually try to 
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bring their in-house agencies up to the standards of the 


foreign agencies handling their ‘overseas’ accounts, and 
overall domestic standards will improve. 

The growing sophistication of South Korean consumers, 
due both to increasing numbers of imported goods which 
should be available here in coming years and rising living 
standards, will mean that advertisers will have to raise 
their standards in the long run. Reflecting the trend to- 
wards a more Cond C on rn dd are. the tre- 
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Woodward House 
our family of world 
traders extends 
worldwide to 

bring people and 
products together 





hake Pon 


At t ing organizatior 


Off rere! é S 
A 


N^ | ` TEI 
"ah , 
j í ee 2 
MAL , oy ! 1 
punejprecnm YX 
V PNE 2: fe Ó t 
ae — 4j Y, 
E EL ^ A A 
- - : a bi. e i . < ^ 
E ` E ) ' E b "4 Ay -—- 
"T d E D i a b ^ e m ~ L 
e - , " FE E" 





here have always been hotels 
that live up to vour expectations. 
Now theres one that exceeds them. 


Seoul Hilton International 


ME 
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Convention and Exhibition Centre with capacity of 3,500 persons is now open. 


For reservations call your travel agent, any Hilton International hotel 
or Hilton Reservation Service. 







WWF Kojo Tanaka/BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


iowledges the donation of this space by 
Far Eastern Economic Revien 
Advertisement prepared as a public service by Ogilvy & Mather 





TT EN Team 
" e “= 


s | 


~ 
on 
~ 
h 





— i 100 Countries 


ADI -raath ua ` - à eN 

Prey e uw, "a 
hee dey’ 

NR" ^ 


QM c MASS 
* P EJ 
e - & 
"e 





Kukje-ICC Speaks One Language 


. Everyone Understands 


It's the language of trade and, of course, 
it's the most basic means of exchange and 
communication from nation-to-nation and 
between people. Kukje-ICC spans across all 
barriers and talks the specialized language 
of trade on behalf of the 21 member com- 
panies of the Kukje Group. In steel, textiles, 
machinery, footwear, tires and overseas 
construction, Kukje-ICC proves its fluency 
with 1983 trade revenues of US$3 billion. 

To the new trade dialogue of the 80s, 
Kukje-ICC brings an enhanced versatility. 
It extends beyond the limits of conventional 
import and export activity and has ad- 
vanced into the new fields of overseas 
natural resource development, intermedi- 


BRANCHES IN ASIA 





ate trade and overseas joint venture plant 
construction. 

Kukje-ICC talks trade with an uncommon 
versatility and with an accent on reliabili- 
ty. To discuss your special trade needs, 
Kukje-ICC is ready to serve vou through its 
network of 40 overseas branches trading 
with 100 countries. Just say Kukje —it 
means international in Korean. 


KUKjE-ICC 
CORPORATION 


TRADE HQ: CPO Box 747, Seoul, Korea, Telex: KUKJECO 
K22534/6, Cable: KUKJECO Seoul, Phone: 771-61. 771-81 
CONSTRUCTION HQ: CPO Box 6358, Seoul, Korea, Telex 
IGECON K26311, Cable: IGECON Seoul, Phone: 720-8151/9 








*HONG KONG Phone: (5) 411108 Telex: 64069 KUKJE HX  *TOKYO Phone: (03) 214-0033 Telex: 2225483 UNISTEL J *OSAKA Phone: (06) 251-1746 Telex: 5224867 KUKJE eBANGKOK Phone 
233-1763, 0568 Telex: BKKUKJE 81025 TH *JAKARTA Phone: 32-1475 Telex: 44633 KUKJEKO IA *SINGAPORE Phone: 5337366/7, 5338781 Telex: KUKJE RS 34984 *MANILA Phone 49-4572 Telex 
27861 YOOPH . *KUALA LUMPUR Phone: 484314, 484901 Telex: KUKJE MA 32918 *RANGOON Phone: 31612 Telex: 21345 RANKUK BM KARACHI Phone: 441750, 441428. Telex: 254665 HIK PY 
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he construction of DUI 

will serve well into tht 

century requires a Spei 
combination of capabilities 
the supply of steels develope 
match the particular locale 
project. Plus construction met 
specifically suited to the stee 
being used. 

That's why Nippon Steel tov 
head and shoulders above ot! 
building constructors. We re ! 
one of the world’s largest steein 
but also an experienced con 
steel structures throughout th 
Our expertise has been prover 
and again through the develoj 
new steelmaking and constru 
technologies, and applied in hig 
apartment complexes, comm 
centres, manufactunng facilit 
similar structures that becom 
focal points of community 

To fill your requirements | 
materials, Nippon Stee! supi 
weldable high-strength ste 
corrosion-resistant steels 
featuring high yield/tensile str 
They are supplied as: shapes 
piles, or as sheet and pilat 
decorative floors, interiors 
exteriors. And one of our lati 
developments in building n 
technology is “NS Trus 
system that allows even Uns? 
workers to create columnies 
gymnasiums, exhibition Na 
warehouses with spans uy 
200 metres 

Besides fabricating stru 
according to individual specif 
Nippon Steel engineers als 
their assembly at the buildit 
fact, Nippon Steel can hand 
aspect of construction fron 
ment planning and building 


SLUT 
: 
materials supply, fabricatior 
LITT final construction 
SALLLEETTIT 
Tue So no matter how big or 
dhe, you want to go, you are as 
technology and steels cust 
to meet your needs, when 
with Nippon Steel — the stet 


who combines advanced 
know-how with worid-leagdini 
production of steel 
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Send to: 


j i Korea Naniona Tourism Corporation, — 


Rm: BOSE, Mobans Bing. 
14-16, Hankow Rori, 
Kowloon, Hong Kong 
Tek 3 662075, 3-650946 
Tix: 38034 KOSTSHX 


r Howto 
complete 
an Asian 
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Bu siness 
Travels 
With 
The 
Review 


When it comes to reaching 
Asias frequent -business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 








At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 


THE 
EXCELLENCE. PERSONALITY 
OF 

EXCELLENCE. 

The Westin C IOSLETI 
hotel in Seoul, designed 
for today’s international 
business traveler, offers 
unmatched value and 
the largest rooms in 
Seoul. 

But we also provide 
you with something 
more: that special quality 
of service you get from 
one of the world’s most 
caring and talented mul- 
tilingual staffs. 

The next time you 
come to Seoul, stay with 
some of the nicest people 
in the business. Discover 
how vears of experience 
and excellent service—go 
into the making of a 
great tradition. 


eS | 
THE WESTIN CHOSUN 
Sern 


Contact C.P.O. Box 3/0 
R iA topa Telex K242 56. 


Tel 7/1455. 
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B San Miguel 


Classic beer of the Pacific. 


Close to a Centurv of Brewing Experience. 
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Sorghog again 
like the 1970s : 
boom times 


S Korean textiles exports this year are off to a fly- 





ing start at a pace reminiscent of boom years in the 

1970s. Opinions are divided, however, over what the 
statistics mean. According to the Korea Federation of Tex- 
tiles Industries (Kofti), textiles exports in the first four 
months totalled US$2.17 billion, up 28.2% from the same 
period in 1983. Kofti is confident that the nation can sur- 
pass its textiles export target of US$6.68 billion. 

To some optimists, the surge means that the textiles in- 
dustry is back on track for another period of strong. sus- 
tained growth. Suh Suk Tae, executive director of Daewoo 
Corp.'s textiles division, predicts that if South Korea plays 
its cards right, textiles exports should grow 15-25% annu- 
ally and reach US$20 billion in five years. Other analysts, 
though, believe the mini-boom will be short-lived. Paik 
Hyoung Il, Kofti director, predicts that the strong sales of 
1984 will be followed by “a bad year" in 1985 as buyers in 
the developed nations replenish stocks of garments and 
fabrics that have dwindled in the past two years. Exports to 
the United States are the chief stimulus, rising 65.5% in the 
first quarter, which Paik attributes to a strong demand for 
sportswear and other garments inspired by the upcoming 
Olympic Games in Los Angeles. 

Korea Institute of Industrial Economics and Technology 
economist Choi Jang Ho forecasts that textiles growth will 
be below 5% annually until 1989 and increase about 5% 
throughout the 1990s. Even without dramatic growth, 
however, textiles should continue to be the country's big- 
gest export sector until the 21st century, he said. In 1983, 
textiles accounted for 24.8% of South Korea's total exports 
of US$24.22 billion and continued to employ more than 5% 
of the nation's workforce. 

Making this year's export figures look more impressive 
is the fact that they followed two vears of unimpressive 
sales. Textiles exports declined 1.1% in 1982 — the first 
setback the industry had experienced since 1960 — while 
1983's overseas sales rose only 4.1%, far short of projections. 

Crucial to South 
Korea's future export 
hopes for textiles is its 
ability to swing from 
low-priced products to 
high-quality yarns, 
fabrics and garments. 
With labour costs ris- 
ing twice as fast as pro- 
ductivity levels, South 
Korea has already lost 
its cost-competitive- 
ness in many areas with 
such Asian nations 
as Singapore, Pakistan, 
Thailand and the 
biggest worry of all — 
China. But South Korea 
is still five or 10 years 
behind nations such as 
Japan and Italy in. 
quality and design of 
yarns, fibres and gar- 
ments, said Suh, whose 
company is the nation’s 


leading textiles export- 
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er. Because export volume is limited by trade agreements — 


with the US, the European Economic Community and other 
main customers, the only room for growth is in price. 


The way Suh sees it, South Korea's textiles industry is at 


a crucial juncture: if the government and private sector 
launch an all-out campaign to upgrade quality, automate 
plants and improve fashion design, South Korea can 
emerge as the world's top (or second) textiles exporter bó 
decade. But if it continues to take a casual attitude tow 
development, the nation is destined to be surpassed by 
China and other developing Asian competitors. 

Many textiles experts believe that is inevitable anyway: 
the textiles industry is now paying dearly for its lack of in- 
vestment in machinery and research and development. The 
government of assassinated president Park Chung Hee, itis 
generally agreed in South Korea, erred seriously in opening - 
the national treasuries in the 1970s to finance a dizz 
expansion of heavy industry while leaving textiles ant 
other light-industrial manufacturers starved for invi 
ment resources. Realising the error, the present gover 






ment in 1982 started pushing for reinvestment in textiles. ^ 


though the effort is a little late. "If wehad invested in 1980; 
we could now be right behind Japan in quality of varns and 
fibres or even have passed it, instead of being five or 10 
vears behind," commented Suh. 


improvement. South Korean analysts believe the | 

nation's textiles industry must undergo a transition — 
to stay viable. While garments are expected to be the 
mainstay of the industry for at least another five years, exe 
perts anticipate that varns and fibres, particularly synthe- 
tics, will soon take the lead, to be followed by high- fashion | 


T: government is focusing attention on qualitative 


garments. Kofti statistics provide some evidence of this 


trend. Exports of chemical fibres surpassed cotton yarn for 
the first time in 1983. Total overseas sales of yarns rose 9% 
to. US$594.8 million in 1983, though this is still far below 
the US$692.2 million exported in 1980. Exports of fabries- 
rose 9.4% to US$1.79 billion led by a 15.4% rise in synthe- 


| 
| 
| 
N 


tics: Garment exports, meanwhile, declined slightly for the | 


second year. 


Another encouraging sign, according to Kofti, is a re- 


surgence in sales to Hongkong which had plummeted 
40.6% in 1981-83, but in the first three months of this year 
rose 41%. The biggest items were cotton and man-made 


fibres, many of them en route to China to be made into 
finished goods. To encourage qualitative improvement, the 
government is enticing 
manufacturers ,to in- 
vest in top-quality” 
equipment and tech- 
nology. The dyeing in- 
dustry, regarded 
about a decade behi 
Japan's, is a primary 
target. The govern- 
ment recently financed 
establishment of two 
industrial complex 
for dyeing in Panw 
and Bisan. Plans cal 
for three more by 1986. 
The government also 
has been dispensing 
low-interest loans for 
plant modernisation 
and replacement of ob- 
solete equipment. A” 
heavy emphasis is 
being placed on small- 
er firms. The ri reet 
ment hopes its texMiles 
modernisation fund, 
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ears if the textiles sector is to achieve competitiveness 
ality, design and production efficiency. The first 
ty of many firms is to replace aging equipment. As of 
50.9% of dyeing machines were more than seven 
s old, the usual life expectancy of such equipment, 
ile 40-50% of all looms and spinning and knitting 
hines were more than 10 years old. "The continued use 
jtdated equipment has caused costs to soar and product 
ality to deteriorate," commented Korea Exchange Bank 
nalyst Lee Soon Jae. During 1984, the government plans 
end Won 30 million for replacement of machines. 
Factories also are being urged to automate but manufac- 








H-TECHNOLOGY 


'outh Korea's drive to establish itself as the new power 
in high-technology electronics is taking more con- 
"crete forms: what once seemed like futuristic plans 
moving off the drawing boards and into the factories. - 
‘ough strategic tie-ups with leading Western manu- 
‘ers, combined with some in-house research and 
jpment (R & D) progress, South Korea is on the thres- 
of advancing into export markets for very large-scale 
rated circuits (VLICs) and is shaping up as a poten- 
y strong telecommunications competitor. And while 
1 Korea now has little to offer the world by way of 
uter hardware, several companies are nearing agree- 
‘with such industry leaders as IBM, Computervision 
Vang to serve as manufacturing export bases. 

ely, semiconductors have grabbed the spotlight. 
s engineers — many of them Korean-American, hired 
rom top United States chip-makers — and a design 
iàsed from a small American venture, Samsung 
conductor has introduced South Korea's first 64K 


ut a foreign licence. Now being manufactured in 
juantities at Samsung's subsidiary in Silicon Valley, 
rnia, Tristar Semiconductors, the 64K DRAM will 
yter mass-production at a factory recently dedicated 
; The plant has a production capacity of 30,000 
afers a month, but » 
g will invest 
er US$125 million 
(¿pand capacity to 
0 wafers by 1987. 
anwhile, Hyundai 
ronics, announced 
‘ently that its Silicon 
ley subsidiary — Mod- 
Electrosystems — has 
veloped a 16K static 
andom-access memory 
RAM) that will be mass- 
oduced sometime later 
'ear in a plant now . 
r construction. Both 
ing and Hyundaisay 
first chips are just a 
ning. Samsung says 
'tion and mar- 





























vestment is needed in 




















































mic random-access memory (DRAM) chip to be made. 
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and sweatshop conditions are said to be far worse at other 
plants. But still, South Korean industry officials say labour 
in China is 30-40% cheaper. While manufacturers have 
been trying to limit pay increases, they report difficulty in 
attracting enough labour. Lee attributes the drop of 50,000 
workers in the textiles sector in 1982 to a migration.to 
newer factories — such as electronics — where pay and 





and manufacture 256K DRAMs, electronically erasable 
programmable read-only memory (EEPROM) chips, micro- 
processors and other memory chips with greater money- 
making potential. Hyundai Electronics — which is starting 
with SRAMs rather than DRAMs because competition is 
less fierce — also plans to move on to EEPROMs, more 
sophisticated SRAMs and other items in the near future. 

The more conservative Gold Star Semiconductor also is 
to open a factory this year to mass-produce VLICs, but for 
the time being it is to stick with technology licensed from 
American Telegraph and Telephone (AT & T). Daewoo, 
which recently formed a joint-venture semiconductor com- 
pany with Northern Telecom of Canada, is taking a differ- 
ent approach. Rather than focusing exclusively on process 
technology, Daewoo is concentrating on design methods 
and will begin with customised chips. Eventually, it hopes 
to.expand into mass-production of chips of its own design, 
but so far has not announced any firm plans. i 


outh Korea's headlong dash into semiconductors, na- 
turally, has attracted a sizable crowd of sceptics. They 
draw parallels to South Korea's all-out (and tremend- 
ously costly) plunge into heavy industries in the 1970s — a 
campaign that was successful in some areas but disastrous 
in many others. But there are some major differences, among 
them sophistication. The 
plans of Samsung and 
Hyundai are based on mar- 
keting strategies devised by 
experienced American en- 
gineers.and marketing ex- 
perts who hold American 
PhDs. The gameplan is to 
be an early participant in 
memory chips where the 
markets are still starting to 
develop and where com- 
petition is comparatively 
light. Then the strategy is 
- to rush to the market with 
. heavy investment and take 
advantage of low labour 
costs in South Korea. 
While South Korea gal- 
lops forth in semiconduc- 
tors, it is only plodding 
- ahead in computers. So 
far, South Korea.lags be- 
Ahind- Taiwan and is light 
irs behind the US and 
computer hard- 























working conditions are better. Suh estimates that the tex- 
tiles industry should cut its workforce by about half in five 
years through factory automation to stay competitive. 
Daewoo is investing US$6 million annually to automate its 
Pusan plant on a gradual basis. 

South Korea also is exploring ways to remedy the sorry 
state of fashion design, limiting manufacturers to copying 
American, European and Japanese garments and faprics. 
Some companies employ and train designers, but the coun- 
try still lacks a fashion-design institute. Paik said Kofti 
plans to build its own headquarters and establish a large 
design institute within five years. Meanwhile, Kofti has 
been sponsoring annual design contests. Next year it hopes 
 tostage a show of South Korean fashions in New York, an 
event intended to tell the world that South Korea's textiles 
industry is looking to the future. Oo 





dustry leaders remain unwilling to part with technology; 
there is a small domestic market and there is a shortage of 
software. But progress is being made. In October 1983, 
Koryo Systems introduced a word-processing package of 
hardware and software that can handle the Korean and 
English alphabets, along with 5,000 Chinese characters. 

It was jointly developed by Koryo Systems and South 
Korea's Advanced Institute for Science and Technology, 
but is only available as a hardware-software package cost- 
ing US$4,000. Sales have been slow, as most South Korean 
businesses remain unconvinced of the merits of office auto- 
mation. Nevertheless, Koryo Systems is pushing ahead 
with plans to introduce, in September, a new version based 
on 16-bit microprocessors rather than the current 8-bit 
models. 

Competition is heating up in other types of computer 
hardware, led by major conglomerates who are relying pri- 
marily on formal links with leading foreign manufacturers. 
Daewoo Telecom is producing office computers under li- 
cence from Burroughs and has a distribution agreement for 
mainframes. Gold Star is making microcomputers with 
Honeywell and Samsung's products include minicomput- 
ers made under a joint venture with Hewlett-Packard. IBM 
has reached an agreement with the newly formed Informa- 
tion Systems Division of Hyundai Electronics to market 
IBM's popular Personal Computers (PCs), but the govern- 
ment has refused to let them in to the country. A Hyundai 
official said the firm would like to manufacture knock- 
down versions of IBM PCs when Hyundai completes a new 
plant for home appliances and other electronic products in 
September. But IBM is reluctant to permit local manufac- 
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ture of its computers, partly because the Seoul government 
has failed to assure sufficient patent protection. 

Hyundai also is exploring production of versatile work 
stations and other computer hardware, but Hyundai has 
been conspicuously quiet about its plans — an indication 
that there are strong internal disagreements over its future 
direction. Only a few months ago, Hyundai was talking 
about going it alone in computers. The Ihformation System 
Division of Modern Electrosystems had mapped out a com- 
prehensive strategy for Hyundai to produce computer- 
aided design/computer-aided manufacturing (CAD/CAM) 
units for sale locally and in the US. Software was to bepro- 
vided by Hermes, a partnership between Hyundai and 
seven American engineers in Massachusetts. Hyundai's 
Seoul headquarters, however, is said to be having disagree= 
ments with its American outposts. Like many Hyundai 
computer projects, the CAD/CAM programme is being 
"totally reviewed," said a Hyundai official. Expectations 
now are that Hyundai will reach agreement soon to pros 
duce units for IBM or other companies 

Several other foreign computer makers also are eyeing 
South Korea as a manufacturing base. Wang alfeady has 
developed a Korean-alphabet word processor at its Taipei 
R & D centre and is looking for a South Korean joint-venes 
ture partner. So is CPT. Computervision, a leader in CAD/ 
CAMs, also is looking for a local tie-up and has declared 
will move its Far East division headquarters from Hong- 
kong to Seoul. 


hile all these partnerships. if they materialise, 
W ev put South Korea on the computer map asa 
manufacturer, it still hopes to offer hardware of ins 

digenous design. One effort, which has Daewoo, Samsung 
and Gold Star collaborating with South Korea's Institute 
of Electrical Technology to come up with a home-made 
minicomputer, is not making much progress 

While South Korea has vet to mature in semiconductors 
and computers, there have been much more solid gains in 
the area of telecommunications 

Thanks to a government-led technology transfer and R & D 
programme (begun in 1977), South Korea has localised pro- 
duction of analogue and digital electronic switching syss 
tems and is nearing commercial production of fibre optics. 
The South Korean telecommunications industry — again 
the domain of Daewoo, Samsung and Gold Star but with 
the added participation of Oriental Precision — has onead= 
vantage the semiconductor and computer 
sectors lack: a strong domestic demand: 
The Korea Telecommunications Author 
tv (KTA) is carrying out a multibillione 
dollar modernisation of the country's ene 
tire communications network Using 
domestically produced electronic switth= 
ing systems 

Plans call for digitalisation of all local 
and long-distance calls within South 
Korea by 1986. A further goal is to estate 
lish an integrated services digital net 
work to plug into computers in public and 
private offices. Data Communications 
Corp. of South Korea, set up in 1982, isto 
build and operate a nationwide publie 
date network that so far covers Seoul, 
Pusan and Taegu 

Under government industry guidelines 
issued in 1981, Gold Star, making digital 
ESS with Western Electric, and Samsung, 


making ITT svstems. have the exclusive 
job of digitalising cities, while Oriental 
Telecommunications (a 50:50 oint vene 


ture between Oriental Precision and LM 
Ericsson of Sweden), is wirihg up the 
rural areas. Altogether, local demand 










list tor new lines is expected to be eliminated by 
zhen 9 million lines are to be in operation. 

woo Telecom, a joint venture with Northern Telecom 
nada, is shut out as a supplier of digital systems to 
o, this company is concentrating on the private sec- 
ere it expects large future demand as more modern 
dings are built in South Korea. Daewoo also is discuss- 
the possibility of mass-producing Northern Telcom's 
for export. Northern Telecom would sell the systems 
ough its worldwide network, with particular attention 
southeast Asian countries that plan to modernise their 
unications. 

n the more sophisticated area of fibre optics, a strong 
nestic battle for leadership already is shaping up. The 
A plans to install optical fibre lines but has not yet de- 
ed on what systems it will use. 

woo, Gold Star and samsung again are working with 
gn partners, Following a successful experiment with a 
ihe connecting Seoul to Inchon, the Lucky-Gold 
up recently announced that three of its companies 
pores MAR AT & T to mass-produce fibre optics. 
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he lustre of the huge factories thrown up during 
outh Korea's heavy industrial growth of the 1970s 
Continues to fade, so too do the nation's expecta- 
"becoming a major machinery exporter in the near 
Manufacturers have come a long way fast in meet- 
nestic demand for construction equipment, farm 
ery, power generators, diesel engines and machine 
ough foreign licensing agreements: and thanks to 
Y ly strong economy, they are enjoying some of 
sales in years. 

he export front, machinery makers, with few ex- 
ust go much further in quality and price before 
a significant market force. About 75% of general 
'sales are made to domestic customers and this 
and does not provide the economies of scale re- 

for export competitiveness. Total general machin- 
j1and for 1983 was estimated at US$4.3 billion, 

‘same level as 1979. Except in developing areas 
nachine tools, manufacturers have added few new 
nery facilities since the heyday of expansion ended in 
ith the oil shock and subsequent government | re- 








ag exports S materialised. most major dbi 
are still straddled with TASo debt, under-utilised 
















o at AA (which went to EE Du 
‘and Heavy Industries) and the machinery and 
HIC kept its facilities in Changwon that produce 
! nt for a POEN iron- -and-steel, Semi 


es = still ‘only 20% € of demand. — pul the long | 







purchased the Changwon plant : 
| ‘defunct Hyundai Industrial, whe $ 





E A ‘Daewoo Telecou | is santeoralina D e pro- 
ductipn. It plans to make the fibres, cables, laser-diodes, 
components and transmission systems all under one roof. It 
will concentrate on 135-megabit cables, rather than the 90- 
megabit cables to be produced by its competitors. Daewoo 
also will make single-mode fibres, rather than multiple- 
mode fibres. 

Park Sung Koo, executive managing director of Daewoo 
Telecom, says the 135-megabit, single-mode systems will 
make Daewoo the technological leader in South Korea, as 
well as a potential exporter to the US, where he said single- 
mode fibres are in hot demand and short supply. 

Better yet, Park said, the technology obtained from 
Western partners is helping Daewoo and other South Ko- 
rean manufacturers achieve parity, if not superiority, with 
Japan. If South Korea becomes a major exporter of fibre 
optics, he said, the country will truly have arrived as a new 
force to be reckoned with in high-technology. "Once we be- 
come successful in optical-fibre manufacturing, this will 


bea unique industry for [South] Korea," Park Says, “be- 


cause this time we won't have to play catch-up.” 






manufacturing, where the government is easing off the 
strict stratification it imposed in 1980 by giving certain 
producers monopolies in specified engine sizes, is one 
example. Later this year, Hyundai will be allowed to join 
Daewoo Heavy Industries (DHI) in manufacturing diesel 
engines for its trucks and buses. Because DHI's diesel-en- 
gine factory is still operating far below capacity, DHI and 
some economists believe the move is premature. The gov- 
ernment, however, maintains competition is necessary if 
the diesel-engine industry is in turn to compete with im- 
ports, which will be permitted around 1986. 

In more sensitive and capital-intensive machinery, such 
as power-generating equipment, the government is main- 
taining tight control. Only KHIC may produce power 
generators, as well as turbine generators and nuclear 
steam-supply-system equipment for electric-power plants. 
Despite its monopoly, KHIC's power-generating equip- 
ment plant is still operating at only about 45% capacity. 
Future sales hinge on the government’s power generation 
programme, which now is being. overhauled. KHIC has 
done little to develop the export market for its power 
generators, which analysts attribute to the management's 
weak marketing approach. 


‘ther machinery sectors also have been held back by 
lack of exports. The construction-equipment indus- 
try, despite strong domestic demand pred Em in- 
ténse building activity, is operating well belo: wW 
Samsung's Changwon plant, which has. 
loaders, bulldozers and certain cra 
DHI in fork-lifts and excavators, expects to produc 
units this year. The plant has an assembly capacity of 5,000 
units. | | 
“Samsung hopes to pr oduce 2. 000. units in 1985. dt 
built by. the now- 




























A p » J a t 
" " e ~ S - A T f : Pha LZ 
p b EI. Ens ] ] 3 E . y 


RA) 4 M 





b? P Zu. 
x Rts s 
é ` 


Lotti Seri. AE 


ae LXI ET 


MP. Ver VT 
L "A “7 LII zn Pai] "wed 
= Ser oe Pos (Y 


FAR EASTERN ECONOMIC REVIEW e 19 JULY 1984 








- 2 


lion). Samsung expects to register losses in the next two 
years. 

Construction-equipment exports have been limited al- 
most exclusively to Middle East job sites of South Korean 
construction firms. This market shrank sharply in 1983 — 
to 930 units from 1,757 in 1982 — due to the downturn in 
Middle East construction that has left South Korean firms 
with large amounts of idle equipment. Elsewhere in the 
world, the nation's construction gear is not popular. “it 
simply does not have any competitiveness around the 
world," said Korea Institute for Industrial Economics and 
Technology economist Lee Sang Ho. South Korean equip- 
ment does not compare in quality with Japanese products; 
while low production. volume, high dependence on ime 
ported parts and foreign royalty payments that average 3- 
5% of sales keep costs high, Lee explained. 

Many analysts blame KHIC's sloppy handling of the con- 
struction equipment it monopolised for retarding the sec- 
tor's export growth. KHIC management had little sense or 
interest in overseas marketing, quality control and affer- 
service, say industry analysts. Samsung will stress quality 
improvement and is convinced the worldwide sales net- 
work of the group will make it a viable exporter to Iram 
Iraq and Southeast Asia, said Samsung executive Rhee ih 
Cheoul. 

DHI, meanwhile, is guaranteed a big boost in exportsdue 
to an agreement with Caterpillar Tractor Co. to assemble 
up to 10,000 fork-lifts annually in a plant recently come 
pleted in Inchon. Samsung is nearing a similar agreement 
to assemble fork-lifts for another United States manufac- 


turer. 
S: 1984 sales of US$230 billion, also is struggling to 

find an export market. Small local demand has cons 
strained progress. Less than one farming household in four 
has its own power tiller, for example, because agriculture 
largely consists of tiny plots of land wedged between 
mountains. Local sales grew in 1983, with sales of power 
tillers rising 25% to 110,000 units. The rate of growth is ex- 
pected to taper off, according to Lee, though Daedong In- 
dustrial Co. — which owns 60% of the tiller market — re- 
cently built a new Won 20 billion plant to increase capacity 
and make more of its own components. 

Gold Star Cable, which entered the farm-machinery 
market last year with its Won 100 billion acquisition of the 
massive and chronically under-utilised Kunpo Machinery 
complex from KHIC, will provide new domestic competi- 
tion. It too is cleaning up a mess left by KHIC management 
which lost Won 30 million at the Kunpo plant in 1983. Gold 
Star's first priority is to make its tractors competitive 
domestically before expanding for export. 

Making tractors under licence from Fiat, KHIC could 
manage only 5% of the local market. Kunpo plant manager 
Lee Jin Young blames KHIC's poor showing on lackadaisi* 
cal salesmanship, wasteful bureaucracy and a well-earned 
reputation for poor quality. Among Gold Star's first moves 
was to overhaul the remaining stock of 200 KHIC tractors 
and ship them to Fiat at cost and to make 100 paper-shuf- 
fling office employees shed their white collars and get to 
work in the factories. "Because KHIC is state-owned, they 
didn't think at all about profit," Lee said 

Later this year, Gold Star plans to expand into power till- 
ers and other types of small machinery, which so far it has 
not been permitted to make because of lobbying from other 
manufacturers, he said. After Kunpo's house is in order, 
Gold Star will market its farm machinery overseas aggrese- 
sively. 

While South Korea seeks to break the deadlock in 
older lines of equipment, various manufacturers are poure 
ing investment into machine tools. Domestic manufac- 
turers since 1982 have been meeting the majority of the 
nation’s demand for machine tools. With such companies 
as Whacheon Machinery Works and Tongil Industry lead- 
ing the way, South Korea has been successful in making 
general-purpose precision machinery such as numerically 


outh Korea's farm-machinery industry, with project- 














ly 7095 of the EA of numerically control- 
hes are duc locally, according to the minis- 


t progress is slower in more. specialised and sophisti- 
sd precision machinery. “For the past three years, the 
rt-dependence ratio for numerically controlled equip- 
.hasn't improved," said Kim Kyun Seop, director of 
ade and Industry Ministry's precision-machinery di- 
. "This is because the remaining items to be localised 


he overseas constr ween industry, a critical sector of 
e South Korean economy, is going through a phase 
'ainful restructuring as a result of worsening mar- 
ds, particularly in the Middle East where many 
orean contractors have made spectacular gains in 
10 years or so. 
r two bullish years in 1981 and 1982, new contract 
are shrinking: competition has become fiercer 
South Korean and other bidders and their profit 
is have rapidly thinned. In addition, many smaller 
s suffer from a chronic liquidity squeeze brought 
eclining rate of advance payment required for 
ion for a project, from the normal 20% of the total 
et amount to 5% in recent years, Project payment on 
‘completed has also slowed down in Saudi Arabia 
war-torn Iraq, causing serious PISFUDHORS to the 
pped contractors. 
‘into the Middle East market of new competitors 
$ China, Turkey, India and Pakistan — with the 
of their immense and cheaper labour pools — has 
ihe competitive edge of South Korean contractors 
depended on their own pool of well-trained but 
economically priced manpower. Increasing de- 
:hly technical plant projects is another hurdle. 
i's share of plant and installation projects, in- 
shisticated engineering work, was only 20% ^o Of 
East's s totalin 1983. | 
s Ministry of Construction, however, thiss gener- 
mistice picture of tne market is balanced by a 
| but hopeful outlook for the future. Choi Byung 
irector-general of overseas construction, said: "The 
) hase of the industry now seems over. " He was refer? 
to the serious cash-flow problems in 1983 that beset 
ornine companies, including well-known contractors 
as Chinhung, Keangnam, Samick. and Samho. 
'& problems were perhaps symptomatic of the 
e gripping these companies, whose aggregate bank 
Incurred from mishandled projects was rumoured to 
$1.2 billion as of October last year. 
three outstanding projects in Saudi Arabia and 
worth US$634 million, Samho developed a liquid- 
When receipts and payment from project sites 
these projects were bid on bottom rates, the 
jetween projects undertaken and receivables 
o US$227 million, an industry source said. 
was threatened with bankruptcy unless its prime 
zhoheung, went to its rescue. The government has re- 
|o intervene to save it. To survive, it sold-off most 
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s subsidiaries and property holdings. Likewise, | lo 






| pected to slow down, Kim said. Exports opped from 

| US$35 million in 1982 to US$20 million in 1983. "In ex- 

| ports we face two dilemmas," Kim said. "With Japan, we 
are competitive in price but still far behind in quality. With 
Taiwan, we are competitive in quality in low- -grade 
machine tools but not in price." So far, domestic demand is 
too small to warrant large investments and mass produc- 
tion necessary to achieve competitiveness. 


Minimal domestic demand also is keeping South Korea _ 





lowed suit and streamlined their operations. 

It was a far cry from the halcyon years of 1981 
and 1982, when annual contracts, helped by Saudi 
Arabia's robust oil revenues, topped US$13.68 and 
US$13.38 billion respectively on a global basis. 
Reduction in the price of crude since then has had 
an almost immediate impact on the the Middle 
East market on which the South Korean industry 
depended for more than 85% of its overseas pro- 
jects. Last vear's total overseas contracts ran to US$10.4 
billion, down 30%. No less than 90% o at had come 
from Saudi Arabia and fiveother countries, some US$3 bil- 






lion from Libya alone. And taking some 70% of these con- 
tracts were just five builders — ~ Dong. Ah, „Hyundai, Dae- 





nam. As for the rest of 40- ‘odd other competitors, it was a 
bad year marked by (NENET Digdipg 4 terms And critical 
re flow. 
The gover nment's policy is not to: 
companies. Given the size of suppo a 
simply could not. By November 1983 à 
tees offered by government-controlled . and. commercial 
banks had reached US$5.8 billion. On top of that, scores of 
contractors active overseas had independently raised some 
-US$3.7 billion in local financing in order to cope with their 
payment delays and other short-term requirements. Of the 
total guarantees, US$3.54 billion was for projects in Saudi 
Arabia alone. Since most of independent local financing 
packages must be guaranteed by South Korean banks, the 
total bank liabilities could run to a. staggering amount. 

At the same time, there will be a more stringent govern- 
ment monitoring of the industry. Working through the 
banks and Overseas Construction Association of Korea 
(OCAK), the Ministry of Constructio will divide overseas 
contractors into A, B, Cand D groups. A and B groups will 
be encouraged to diver sify their overseas ventures and im- 
prove engineering know-how while those falling under the 
C category will be closely watched and controlled, with 
their future biddings supervised and restricted by OCAK. 
The last group will be considered largely insolvent and in- 
capable of undertaking any more overséas projects and will 
be asked to withdraw from the market.and turn over their 
unfinished projects to more competent contractors. The 
unlucky builders who are likely to fall into this last cate- 
gory are companies with bad financial management anda 
record of dumping: those that have not so far used any 
domestically made equipment at the job sites and those 
who have failed to save 0.05% of their annual turnover for 
improvement of technology. 4 | 
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on the ground floor of robotics. Because of low labour costs, 
manufacturers do not vet believe the time has come for fac- 
tory automation. Nevertheless, such firms as Tongil, Wha- 
cheon, DHI and Samsung Electronics are pushing ahead 
with research-and-development programmes and the first 
factory robots are emerging from the laboratories. 

DHI plans to introduce complete automation systems for 
factories, rather than stress individual pieces of machimery. 
Executive managing director Kan Young Kook said that 
though demand is small now, DHI expects that robotics 
will account for a major part of the firm's sales, but not 
until factories make a major shift to automation sometime 
in the 1990s. ü 





contractors facing delays in payment have no recourse but 
to borrow to maintain their cash-flow. Interest piles up 
as delayed payments extend for months, or even years. Pro- 
ject reviews between consultant engineers and project 
awarders can drag on for months in the Middle East. Dis- 
putes over quality of work done or failure to meet project 
deadlines can result in stiff penalties. 

Estimates of the amount of delayed payments vary, from 
US$1.55 billion estimated by the Ministry of Construction 
to US$3.45 billion quoted by industry sources. Outside ex- 
perts believe the actual figureis somewhere in between, but 
still large enough to hobble the industry. About 65% of 
these unpaid bills were within the normal three-month 
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time lag but 8.5% were six months overdue and 7.7% at 
least for 12 months. The rest were more than a year in are 
rears, indicating the extent of the financial pinch felt by 
some contractors. Although the decline in oil revenues and 
the Iran-Iraq war are partly blamed for these delays, some 
contractors have faced charges of shoddy work, With 
penalties including withholding of pavment. Others have 
used proceeds from projects to invest in property specula- 
tion'at home as a hedge against inflation, further worsening 
their cash shortage. 

Under the continuing restructuring programme, come 
panies suffering from such malaises are to be phased eut 
over the next 12-18 months with the government vowing to 
have prime banks liquidate companies struggling under 
massive, unmanageable debts. "The troubled companies 
will have to find their own solution to survival. Contram 
to rumours on the stockmarket, we are preparing no strik- 
ing package to save them," said Choi. With the governs 
ment acutely aware of the impact that any major failure 
will have, Choi's statement should be taken with a pinch 
of salt. For all that, the government cannot backpedal on 
its resolve to restructure the industry in view of grave 
financial problems facing a large section of it. Large-scale 
credits to breathe life into the industrv will also threaten 
its tight monetary policy. 

Long-term prospects undoubteds 
Iv depend on market environments 
but demand forecast by six Middle 
Eastern countries including the 
Big Three of Saudi Arabia, Libya 
and -Kuwait this vear has given 
rise to some hopes here. Despite dez 
clining oil revenues, the deman 
was expected to be in the order of 
US$26.3 billion, a tremendous drop 
from US$60 billion four years ago, 
but still robust enough for South 
Korean contractors who have ane 
nually taken about 20% of the 
total 

Also, as diversification continues 
Seoul's portion of Southeast Asian 
markets has steadily climbed: 
from about US$408 million in 1980 
to US$1.9 billion in 1982 and 
US$980 million last year. Market 
diversification efforts are begin- 
ning to pay off: Daewoo Corp. & 
shortly expected to sign a USSB800 
million contract for civil engineer 
ing part of a new petrochemical 
plant in Pakistan, a relatively new 
market, bringing total contracts 
won up to the end of May this yearto 
US$3.5 billion, or a third of 19845 
target. 

On balance, trouble-plagued as it 
is, the industry appears to be much 
more tenacious than it might seem 
on the surface. Depending on how dt 
adapts to changing market environ- 
ments, it could emerge from the cure 
rent restructuring efforts much 
leaner in shape but stronger in pos 
tential. To stav competitive, ii 
should rapidly consolidate its overe 
all balance-sheet and move much 
more quickly to higher engineermg 
and technology. But in the end 
there seems to be no other industry 
< ir E| here than construction to better 
illustrate the tremendous resilience 
of South Korean entrepreneurs. DB 























SCMP Mail Order Bookshop brings to the busy executive, investor, and 
money market professional a selection of invaluable business reference 
volumes. Each book is designed to give you the kind of information you need 











sential Management Handbooks From Dow Jones Irwin Required Reading For ee And Mone 





Money Markel 
Galeulations: 


Feats, preni Pees, 
did ROME 


$ 


& Fi 























432. Money Market Calculations 
Yields, Rreak-E rens And Arbitrage 
Without the use of a computer, 
hundreds of cateulations for 
determining the true vield of 
money market PUE under 
varying conditions can be done, 
and this books shows how. 
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433. Modern Portfolio Theory 
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and practitioner's points of view, 
this volume provides the portfolio 
manager and the individual 
investor with current state af the 
art concepts and applications for 
money management. The concepts 
are Clearly stated with diagrams 
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Ahe explandtions, Supplements 
provide mathematical details. 525 
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investing iti US property ar a 
person who wants to meet. the 
foreign investor's needs this book 
will save vou time, trouble and 
money. This comprehensive guide 
folldws the investment process 
fromthe Buyer's view point and 
deals with the special problems of 
anonymity, currency controls, 
property. management, joint 
ventures ztc. 655. pp. US$60,00 
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Ninety chief executives have 
contributed 35 chapters fo tis Book 
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813. The Sales Ntanager's Book of 
Marketing Planning 

^ complete, concise and practical guide 
for decision-making executives who 
need a better understanding of the 
market environment in which they 
operate, Includes target marketing, 
distritution planning, price planting; 
sales and advertising plans and much 
more. 244 pp. USSMML 
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203. The Bankers" Handbook 
, Covers every topic of importance To the 
practising banker and the businessmün 
who uses the services of & bank, Hs R7. 
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The 73 basin euch a epum 











iy accounting 
y five contributing — 
nvolved: extensively 1 






ds for. | impro oving the 
n bai Ang. . 















ee 


AE E te teat erate rhs 


iste oe ner tef 


tita item niente niri Ve len SR ets al A SOL ESRD RO OOS NA M ATER itt ME rote 







to do your job more effectively — and with 


434. Foreign Exchange Futures 
The first book to describe in detail 
the operations of the foreign 
exchange futures market! li 
explains how some traders employ 
currency futures to limit their 
foreign exchange risks and how 
others use them for arbitrage and 
speculation. Any individual who 
buys foreign made goods or works 
for a multinational corporation will 
hind this book an indispensable 


guide. 317 pp. US$37,00 
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423. The Concept Of Corporate 
Strategy ` 

Covers in depth the four major 
functions of the chief executive | / 
securing the attainment of planned 
results in the present 2/ producing 
both technical achievement and 
human satisfactions 3/ making à 
distinctive personal contribution 47 
planning policy affecting the 
future. 180 pp. US$22.00 
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430. The Dow Jones Averages 
1885-1980 

This magnificent volume is an 
absolute must for brokers. bankers, 
stock analysis, market researchers 
and students of the market. tt i5 
the only complete source for ali the 
Dow Jones daily averages at the » 
close of each trading day from 
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435, Interest Rate Futures 
Written for anyone professionally 
or privately engaged in finance and 
investments = or whos interested 
in learning more about them. 
Bankers. portfolio managers and 
corporate financial officers will 
relate to the sections on hedging 
against interest rale risks. 
Individual investors will find 
alternate strategies to fi both 
conservative and speculative 


objectives. 413 pp. US$37.00 
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424. Corporate Information 
Systems Management 

A volume that addresses the issues 
of strategic planning in the design, 
implementation, and control of 
large-scule information systems. 
Focusing on the entire information 
system function in a corporation, it 
blends the management of I5 
technology with the role of general 
manager. 211 pp. US$24.00 
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And Investment Almanac (1984) 
A vast compendium of information 
of interest to businessmen and 
investors, The major focus is on 
information Ter investment 
decisions. Includes major stuck 
market averages, price-carning 
ratiós, review of major futures 
miarkets, charts for future - traded 
commodities, mutual funds 
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LA book that explains in detail how 
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. maximize profits within the 
Constraints imposed by liquidity 
and interest rate risk and by 
capital adequacy. A crucially 
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816, Sales Manager's 
Handbook 

The bottom line in any 
operation depends ON SUCCESS 
in one area — its sales. Those 
sales, as well as a company's 
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or potential sales manager. 


| 
| 
| 
| 
| 






Fully indexed. 522 pp. US$70.00 


by mai. [ enclose my. crossed cheque 
Payable td SCMP. Ltd. in the amount 


NAME eb sesgtuika bt eite tr E i 
Addréss: leer 


* For surface mail & packing please add L'S84.00/copy 
|* For air ait & packing please ‘ahd 








437. The Dow Janes-inwin Guide: 
‘Ta sioner tA 




























ud nd. cones 
analysis - € sede 



















—————ÀÁ O at a AN NASA mn NoMa 





426. Valuing A (B iness ^ 
Analysis Aud Appraisal of € osels 
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The essential book for any person 
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Milk on the hoof: consumption by some of the 
FOOD INDUSTRY 


An explosive market 


ne of the most remarkable aspects of industrial 

OQ: in South Korea over the past 20 vears 
, or so has been the explosive growth of its food indus- 
try, the pace of which has caught the market's giants fight- 
ing breathlessly for larger shares and better technology for 
newer products. "The challenge before us is how to cope 
with this vast market potential and speed up our technol- 
Ogy so as to satisfy changing dietary patterns here,” said 
Lee Young Gil, marketing director for Hanyang Food Co., 
the country's largest soft-drink bottler. 

As soon as the economy surfaced from years of recession 
in 1978, among the first industries to take off was food. 
Successful control of inflation since 1980, resulting in the 
boost for real purchasing power, has helped to raise sales of 
all kinds of industrial foods. As happened in post-war 
Japan, industrialisation is weaning more and more South 
Koreans away from their dependence on the traditional 
staple, rice. But the pace seems to be faster in South Korea 
than in Japan. Growing industrialisation and urbanisation 
have brought about revolutionary changes in dietary pat- 
terns, with people seeking simple, easy-to-serve meals 
suited to hectic city life. Snack foods are in increasing de- 
mand. In terms of eating habits, walls that once divided 
cities from rural regions and youngsters from older genera- 
tions are rapidly being removed. With the post-Korean 
War baby boom now rapidly moving into the industrial 
labour market, no food manufacturer can ignore young 

ples Western-oriented tastes. "Grab the youngsters" 
E. become the battle-cry. 
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s least frequent drinkers is up 23%. 
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In terms of net sales, theindustry as 
a whole, including sugar refining, 
distilling and the large market for 
monosodium glutamate (chemical 
seasoning powder), is forecast to 
grow this vear by 30% over 1983, 
reaching some Won 3.2 trillion 
(US$3.95 billion). Net sales of food 
manufacturers listed on the Korea 
Stock Exchange in 1983 stood at Won 
1.82 trillion, up 15.5% over the previ- 
ous year. Their net profits were some 
Won 36.4 billion, a 155% increase 
over a year earlier, while rate of re- 
turn on their paid-up capital of Won 
84.5 billion was Won 4.3 billion. 
When the large, unorganised fresh- 
food market, dealing with fresh fish, 
fresh vegetables and fresh meat, is in- 
cluded, the whole market size could 
grow by an extra 30%, according to 
some foreign observers. 

The market itself is dominated by 
half a dozen giants, carving up every- 
thing from confectionery to soft 
drinks, breweries to distilleries, dairy 
products to sugar refining, instant 
foods to meat processing and canned 
items. The confectionery sector, over- 
shadowed by chewing-gum and ice- 
cream, was worth about Won 660 bil- 
lion in 1983, up 10% from the pre- 
vious year. Haitai, Lotte and Orion 
are some of the largest manufacturers 
in this crowded field. 

The soft-drink market, including 
d carbonated beverages and fruit juice, 

recorded an average increase of 
17.2% in 1983, with fruit juice show- 
ing a remarkable growth of 47%, 
compared to a growth of 14.5% for 
cider, cola and flavoured carbonated 
drinks. The soft-drink market itself 
was about Won 250 billion, led by 
Hanyang (Coca-Cola), Haitai (Seven- 
Up) and Lotte (Pepsi). The strength of 
the market was aided considerably 
bv introduction of so-called sports drinks (health varieties 
made from natural ingredients), installation of vending 
machines across the country and increasingly all-weather 
demand. Emergence on the market of new items such as 
Seven-Up has also helped boost consumption. 

Although South Korea ranks among the world's lowest 
consumers of milk (per capita consumption at 17.8 kgs in 
1983 was only a quarter that of Japan), domestic milk pro- 
duction (on an unpasteurised basis) increased steadily to 
710,000 tonnes, up 23.3"5 over 1982, the highest rate in the 
past five years. By contrast, progress with butter, cheese 
and fermented milk remained slow. Most powdered milk — 
whole, skimmed and infant-formula — was imported from 
overseas, mostly from New Zealand. The increasing 
amount of milk consumption, however small by other 
countries' standards, will definitely accelerate in the years 
ahead. One significant upshot ofthis trend was the slow but 
certain emergence on the market of related dairy products, 
such as butter, cheese and yoghurt. Making an aggressive 
inroad into this area was Namyang Milk, the country's 
largest milk producer. 

Perhaps the most spectacular expansion within the in- 
dustry has occurred in the area of ramyon (instant noodle) 
production. Coming in small plastic bags, the noodles are 
ready to be served in five minutes orless. Two companies — 
Samyang and Nhongshim — dominate this market which 
in 1983 reached some Won 232 billion, up 36% from the 
previous year. More than any other items on the market, 
ramyon's popularity symbolises South Korea's increasing 
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manufacturers off 
has finally j jumped over the hurd 
disdained. It is gaining respectability. 

The upbeat mood in the market is beginning to attract 
increasing international attention: brand names such as 
Knorr, Kellogg, Nestlé, Del Monte and Sunkist are becom- 
ing familiar on supermarket shelves. The entirely new mar- 
ket in fast food has also opened up in large cities such as 
Seoul, Pusan and Taegu. Japan's Lotteria and the Ameri- 
can Burger King have started early skirmishes in Seoul for 
the hamburger market. McDonald is rumoured to be look- 
ing for a partner here. 

The market for doughnuts has already become competi- 
tive with Dunkin, Winchell and Mr Doughnut opening 
their outlets in South Korea. The pilot entry of Kentucky 
Fried Chicken by Hanyang Food in Seoul has been en- 
thusiastically received. The fast-food market at present is 


estimated to be around Won 10 billion a year but almost. 
everyone in the industry agrees its potential could be vast." 
dict this market can rise by 10 times its 


Lee said: d cai 





|. in their favour. 


along with foreign. capital and good planning -— 

@ behind South Korea's successful industrialisation 
efforts over the past 20 years. At the same time, decades of 
government control have left organised labour seriously 
crippled, so much so that most observers contend that the 
Federation of Korean Trade Unions (FKTU) has reached 





the critical stage at which it must decide whether to stand 


up to its commitment or face growing isolation from its 

members, who are beginning to desert from the ranks. 
Troubles afflicting the FKTU turned drastically worse 

four years ago when President Chun Doo Hwan, under 


martial law, pushed through a wholesale revision of major: | 


labour laws affecting the future course of the officially 
recognised union movement. . His. military-backed 
emergency legislature rewrote key articles of the laws gov- 
erning trade-union organisation, labour standards, the 
Labour Relations Commission and settlement of labour 
disputes. On top of that, the Labour Management Council 
law was newly enacted, purportedly to pave the way for a 
smoother resolution of labour-management disputes, but 
in the end recognising the government s right to intervene 
in wage disputes. i 

The result of these changes was a further Gmaridion of 


the power of the FKTU — South Korea's only recognised - 
union umbrella — to lead union activities, to promote ac- 





tively the democratic operation of its organisation, to seize 
the initiative for independent bargaining and, if necessary, 
to strike for the benefit of its members. Ironically, the fact 


that the Chun government elevated the Office of Labour 


Affairs. into, a USE amne verde hash not had the effect of 


of its i image as food to be 


ood : sector and distribution sys~ 
areas. South Korea has yet to : 


heap labour has oe one of three major bor a 


l sorted charges of corruption and ineptitude, 
emergency legislature considering the legal amend 


: p vening in E bari gaining ora strike: 


place cold, instant food on the table. Nibbling sna 


ideas will take time and a bad distribution sy: 
slowed. the. iransition to a more convenient life-sty 


.strengthened to enable more workers to organise 
. For instance, a union now can be organised with th 


] 20% 


` a pressure group,” 


special law on protection of the state, which P 


. Trade Union Law that makes government approval 










the eae MOVES Soulh to Saisie ues cities : such asi 
Taegu and Kwangju where most housewives stil pre 
shop on the open market. 

But though the frozen-food sector is in its early si 
rapidly changing life pattern (with more and more 
moving from houses Into apartment com plexes) is 
to improve this area. As more women go into the w 
more families are forced to own micro-ovens spec 
designed to cook frozen foods. As more cars come ð 
road, it will cut down on the frequency of housewive 
ing shopping trips for groceries. It is as inevitable ins 
Korea as it was in Japan. 

But once outside major cities such as Seoul, the indus 
over the next few years, will have to go on struge 
against à conservative life-style still prevalent in ti 
tryside. When guests arrive, no Korean housewife 
















considered bad manners. Changing these old he : 
















there is no longer any doubt about how fast the § 
rean food industry is moving. 



















those who survived could hardly sway the new leg 















On paper at least, the Trade Union Law and others 
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| engaging. in "activities | in 1 support of uni 
^ lv, it has proved successful in curbing the 
ing power of the Urban Industrial Mission, an 
oriented movement which has been virtually c 

Moreover, the central idea of union structu 
changed from industrial unionism, under which 1 
federation controlled the bottom units, to a cony 
union system. Although the new system theoreti 



















lows more autonomy and democracy at the bottom; : 


fragmented the whole union movement. "The wh 
[of changing the system] is to break down the FKT 
many small, independent units so that it cannot füneti 
one activist claimed. Under thé new 
tem, for example, if company A had a textiles plant 
chemic al plant under its ownership in a given locality, 1 
FKTU would recognise only one, not two different ario 
with the management or government free to recognise 
more trouble-free of the two units. 

Perhaps the most striking aspect of these 
unions is that none of the units are free to negot 
pendently with its management, even less to str 
































in 1971 to outlaw all forms of labour strikes, was 
by Chun in 1981, only to be replaced by a new article 


datory in starting any collective bargaining. In ad 
strikes have been officially declared illegal for alia 
central or local government employees, employees 
run companies and those of manufacturing units re 
defence-industry production. 
Jiven these multifarious restrictions, itis: a 
still muster a t 3 ership 
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800,000 representing 16 different industries. Roughly, it rep- 
resents a little less than 20% of some 5 million workers 
eligible for unionisation, excluding civil servants and 
others. The figure, however, does not include the hundreds 
of thousands of people working for South Korea's top 10 
giant business groups, including Hyundai, Daewoo and 
Samsung. “There is not going to be a union in my conglom- 
erate so long as I am alive,” a leader of one of these groups is 
reported to have said. 

The result is a growing trend towards violent confronta- 
tion between labour and management. In 1975, thousands 
of workers at Hyundai’s shipyard at Ulsan rioted over wage 
disputes, destroying costly shipbuilding equipment and 
machinery. Two years later, even fiercer rioting occurred at 
a Hyundai construction site at Jubail 
in Saudi Arabia where 25.000 workers. 
angered by company-hired thugs beat- 
ing up recalcitrant labourers, rose up 
in an unprecedented fury, resulting in 
the loss of several lives. Subsequently 
in 1980, several thousand coal miners 
in a small town called Sabuk ran amok 
for almost a week, keeping the police at 
bay. Clearly, these were danger signals 
both to government and industry. 


or the moment, long-term pro- 
spects for industrial peace appear 
poor in South Korea with a gov- 
ernment-industry coalition more or 
less in agreement over the need to 
freeze wages. “Our country must cope 
with twin challenges — one emanating 
from security threats [from North 
Korea] and another from growing in- 
ternational competitiveness in export 
markets,” commented an official of the 
Ministry of Labour. Outside the gov- 
ernment, however, that view earns lit- 
tle sympathy. According to. official 
FKTU statistics, the minimum living 
expenses for an average family of five 
in May 1983 stood at Won 547,893 
(US$685.29) a month, with 32% of that 
sum going for food, 21.3% for housing 
-and 11.5% for education. By contrast, 
monthly salaries for all industries dur- 
ing that time averaged Won 284,392, or 
about half the cost of living. 

Even more alarming was the 1981 
figure from the Ministry of Finance 
that half the nation's workforce was 
earning less than Won 100,000 a 
month, which in 1982 was equivalent 
to a single person's minimum cost of 
living minus housing expenses. By sec- 
tor, a textiles worker with three family members working 
260 hours a month earned an average income of Won 
145,318; a shipbuilding worker putting in 242 hours à 
month earned Won 300,787 in addition to 280% annual 
bonus; a steel worker averaged Won 261,750 a month and a 
365% bonus a year. "The growing gap between the low 
wage level and cost of living — growing ever wider — is 
worsening the workers' standard of living," an FKTU re- 
port for 1983 said. 

In short, wages in South Korea in the past few years have 
fallen far short of workers' productivity or expansion of the 
country's gross national product, contributing to a wide- 
spread feeling of deprivation and frustration. The govern- 
ment's defensive explanation that most of these below-liv- 
ing-cost wages are paid by small enterprises hiring 10 or so 
workers is becoming increasingly untenable with more and 
more small-firm employees hitting the streets in wildcat 
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Police remove women sit-in 


strikes. In May and the early part of June, thousands of 
taxi-drivers staged early-morning strikes in Taegu, Pusan, 
Taejon and other cities protesting against low wages and 
their employers’ refusal to negotiate collectively. In Taegu, 
nine drivers were jailed and beaten up by the police after 
they started a demonstration with their taxis blocking the 
city’s traffic. 

The government undoubtedly has been alarmed by in- 
creasing radicalisation of both organised and unorganised 
labour. This also explains the continuing drops in union 
membership since 1980: from a 4.4% average for all indus- 
tries in 1980 to 21" the following year to 6.4% in 1983. Es- 
timates by unofficial observers run as high as 30% over the 
past four years since the government tightened its control 
over the FKTU. Two decades after taking things supinely 
as they came, industrial workers here, better educated and 
better aware of the role they played in bringing about the 
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: they wanted the pie redistributed. 


fruits of industrialisation, are increasingly vocal in de- 
manding their rightful share of the economic pie. 

Reflecting the view of campus demonstrators who have 
made labour the target of their sharpest attacks on the gov- 
ernment, a student activist said: “We don't accept the gov- 
ernment's view that the size of the pie should first be made 
bigger: it's already big enough but it's jaebol [family-con- 
trolled conglomerates] that have taken most of it from the 
workers. " 

What all this indicates is that the whole spectrum of 
South Korea's troubled labour movement is now moving 
into a dangerous phase of politicisation. Nothing short of a 
fundamental institutional reform is expected to repel that 
threat. And unless the issue is squarely tackled, the discip- 
lined rows of workers featured on the cover of this REVIEW 
could break ranks and the Chun government could face 
some significant destabilisation ahead. o 
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pa the Hotel Shilla a for iťs Korean 
ambiance, it's nice to know you've got 
the American Express® Card. 


The American Express Card is welcome at Hotel Shilla and 
distinguished establishments throughout the world. 
Inspired by the richness and grandeur of the Shilla Dynasty, this fine 








hotel exemplifies the best in Korean culture and tradition —— the 
warm hospitality, the dedication to service, and attention to detail. 
The Hotel Shilla and the 


American Express Card. 
Two very welcome 
traditions. 





o 
Kovel Shilla 


Seoul, Korea | AK | 
202. 2-Ga, Jangchung- Dong Chung-Ku, Seoul, Korea nc NNNM = 
Tel: 295-3111, 3121. 3131. 3141, Cable HOTELSHILLA 


CPO, Box: 7000 Telex: SHILLA R257. 2460 — The Aeiiaan Express® Card. 
The Jeading Hotels of théWorld Don't leave home without it. 








Closest to first class 
at just the 
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economy fare™ 


China Airlines new Dynasty Class pro- 
vides more space, more comfort, more 
convenience and more service than ever 
for sophisticated travelers. And all at the 
normal economy fare, with no sur- 
charge, on our Boeing 747 services. 
MORE COMFORT 

Relax on seats normally reserved for first- 
class passengers. A full 29” wide with 
42" between rows. In a special area 
behind first class and in the upper deck 
of our 7475. 

MORE CONVENIENCE 


Check in at special counters. Baggage 
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allowance the same as for first class. 
MORE SERVICE 

Guaranteed choice of meals. Wide range 
of complimentary drinks and cocktails. 
Free stereo headsets. All with attentive 
Dynasty service. 

Available on all China Airlines Boeing 
747SP, 747-209B and 747-Combi 
routes, Serving Taipei, New York, Los 
Angeles, San Francisco, Honolulu, 
Tokyo, Amsterdam, Singapore, Hong 
Kong, Dubai, Dhahran and Jeddah. The 
fastest way between Taipei-U.S. East and 
West Coasts and Taipei-Amsterdam. 


@ CHINA AIRLINES 
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Family Planning in Japanese Society 
by Samuel Coleman. Princeton Univer- 
sity Press. No price given. 


p the days of the Meiji Restoration a 
glimpse of pubic hair was thought of 
as something shocking, especially by 
the prim Victorian missionaries. So 
much so, in fact, that Japanese were 
forbidden to wander out of the bath 
houses in the nude to gawk at the 
gaijin. In the baths themselves sexual 
apartheid was introduced. Nowadays, 
however, with the plethora of sexual 
liberalism, in print and on TV, the 


foreign business-visitor might assume - 


that in Japan anything goes. Coleman, 
however, argues otherwise, 

He shows that Japan — one of ihe 
world's most advanced urban, indus- 
trial economies — has birth-control 
practices which are remarkably back- 
ward: primarily they include condoms, 
the rhythm method and induced abor- 
tion. (Neither of the latter are advo- 
cated by family-planning campaigns 
in developing nations: they would be 
considered unsafe and both physically 
and emotionally harmful.) | 

Japan has the highest abortion. rate 
in the world — a rate which includes a 
high proportion of married women. 






BIRTH CONTROL 


The methods and m 


| 





Condom sales, mostly by the gross on a 
door-to-door basis, is a thriving busi- 
ness in Japan. Coleman argues that the 
Japanese do not regard the contracep- 
tive pill as a desirable means of family 
planning -— a view which, he contends, 
stems from a health-care System which 
provides scant information and advice 
about sexual matters. For example, the 
Japan Family Planning Association is 
more geared to the reproductive side of 
family planning. 

And as there are huge profits to be 
made from condom sales and a good in- 
come for obstetrician-gynaecologists 
who perform abortions, modern birth- 
control methods, such as the pill and 
sterilisation, fail to make any real im- 
pression on the society at large. More- 
over, the government's restrictions on 
w idespread sale of the pill — it is not 
forbidden, but it is notoriously dif- 
ficult to obtain — does: little to instil 
confidence in the pill's safety and effi- 
ciency. And the situation is exacer- 


bated further because modern Japan- | 


ese society lacks any mature, free-and- 
frank discussion of sexuality. 


Coleman is right to highlight the po- r 
tential danger of relving on induced 


abortion which in Japan — unlike the 
| West — is viewed neither as a civil 


FICTION 


Japan and Britain, victors of t the world 


Warday: And the Journey Onward by 
Whitley Strieber and James Kunatka. 
Coronet. £4.95 (US$6.85). 


the year is 1993. Five years earlier, - 


. on 27 October 1988, Washington, 
New York, San Antonio and the 
Minuteman missile sites in the Ameri- 
can Mid-West were destroyed by 
Soviet nuclear missiles. Simultane- 


ously, the Soviet capital, major popu- | 


lation centres and anti-missile sites 


were destroyed by American nuclear . 


blasts. 

Two writers set out on a journey of 
discovery across the United States — 
or, asit has now become, the Disunited 
States. 

This is a fascinating “factional” ac- 
count of what might happen after a nu- 
clear war. It is much less Doomsday- 
ish than most after-the-holocaust 
stories. The world has not gone back to 
the Stone Age, but the US has certainly 
7 gone | back to ee pre-industrial age. 





was not the: maj or disaster, though that 
was bad enough. But the attacks were 


accompanied by high-bursting bombs - 
producing ‘electro-magnetic pulses 





which knocked out virtually every 


piece of electronic equipment in the 


US — from computers. to car ignitions 
to aircraft navigation systems. The fi- 
nancial system ceased to exist. The 


heart of the US stopped beating. 


Since then, the nation has lived 


through famine and epidemic, subsist- 


ing largely on the largesse of the neo- 
colonialist British Relief Organisation 
— and the economic benefits of Japan- 
ese commercial exploitation. 

The point is that similar. electro- 
magnetic pulses also killed the com- 
munications system of the Soviet 
Union, so the war did not become 


global. Indeed it lasted only six mi- 
j waves, Japan would become 


nutes, and the non-combatant nations 


.of Europe and Asia, but principally 
J apa and i Britain, emerged the victors | 
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- Learning is sold like snakeoil in 
India's most literate state 


— By Robin Jeffrey in Trivandrum 


— Phe case of Shobha and her prospects 
— M in the Kerala education system tells 
= a great deal about this somewhat 
-- anomalous south Indian state. 
— Shobha’s father was worried when her 
= year-end examinations were ap- 
ot ching. Would she pass? She was 
_ attending school regularly, of course, 
and he was seeing that she did her 
_ homework each night. He was also 
- paying for her to have extra tuition. 
i But would that be enough? 
__ A few weeks ago a letter arrived. All 
- was well Shobha had passed and 
— was promoted to the next class — Year 
- One. Shobha is five. 
— She attends what critics call à 
— “mummy-daddy” school in Trivan- 
-~ drum, Kerala's capital, where her 
_ father runs a tea-stall in front of a gov- 
— ernment office. Privately owned, 
— Shobha’s school cashes in on the pas- 
sion of well-meaning parents to edu- 
- Cate their children in English. 
— "Shobha's father, who reached only 
— Year Four in school and knows no Eng- 
lish, nets about Rs 20 (US$2) a day. He 
- pays Rs 20 a month for Shobha's school 
.— fees and another Rs 20 for tuition from 
-a moonlighting teacher. Shobha does 
— not like school much, her father says. 
— -He has to keep reminding her to do her 
— homework. But she has books, uniform 
— and all his love and hopes. 
—— Shobha and her parents (her mother 
- studied for six years) help to explain 
— why Kerala is the most literate area of 
India. About 70% of its 25 million peo- 
ple are literate, roughly double the all- 
India figure (36% in 1981) and well 
ahead of second-place Maharashtra 
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- (47%). Adult literacy in Kerala is 
— Around 90%. The Kerala state govern- 
. ment spends close to 40% of itsannual 
— budget on maintaining and expanding 
— 'a vast network of schools and colleges. 
— Kerala has roughly 10,000 primary 
— schools, 2,000 high schools and 200 
colleges. About 20-25% of Kerala's 
— — people, the Malayalis; are students. 
-— —. Many planners applaud the impres- 
- sive numbers and talk about a "Kerala 
-. model" of development. This refers to 
- an area where literacy and political or- 
ganisation produce a more demanding 
population insisting on improved pub- 
ic health and egalitarian reforms. This 
in turn leads to a fall in the birthrate 
and a modest improvement in living 
conditions — without either a political 
or an industrial revolution, The attrac- 
tions of such a model to people of vari- 
ous political beliefs are obvious. j 
“It's literacy that comes first," John 





Kenneth Galbraith said two years ago. 
“We [economists] had our sequential 
priorities wrong. We thought we could 
start with capital investment; we 
should have started with investment in 
education." Galbraith now contends 
that mass general education is “the im- 
portant first step in economic develop- 
ment." 

But what is education? What Shobha 
learns at school is the worst sort of 
mugging up — memorising tags of 
mangled English (thus “mummy- 
daddy” schools) to pass her “examina- 
tions.” If she goes on to university as 
her father hopes, 16 similar mind- 
numbing years lie ahead. Education in 
Kerala is sold like snakeoil and new 
cars: there may be something magic in 
it, but even if there is not, children 
have to have it to impress the neigh- 
bours. 

Short-story writer V. K. Narayanan 
points out that “tutorial colleges,” 
which have grown like weeds in the 
past 10 years, provide one of Kerala’s 
major consumer items. Often con- 
ducted by retired teachers in sheds or 
backyards, they cater to students who 


THE LITERACY LEAGUE 


(Top and bottom positions) 


2. Maharashtra 

3. Tamil Nadu 

4. Gujarat 
Nagaland 


‘(Manipur 


18. Andhra Pradesh 

19. Madhya Pradesh 

20; Uttar Pradesh | 
. 21. Bihar 

22. Rajasthan 


490i OSS Ca $2 mt 


A m — — A LOCO C 
T-T - 


„Note: Jammu and Kashmir omitted. Figures in ^». 
Source: 1981 census published in the Economic and 
‘Political Weekly 





cannot get a place in other institutions 
or to those who need extra "tuition." 
Today, says Narayanan, even Einstein 
would need tuition if he were a student 
in Kerala. The pressure is social. "You 
tell the neighbours, ‘Ah, your son is 
getting only five hours of tuition; our 
son is getting 10 hours.' It is like going 
to the temple in former times.” 

Many Malayalis are bitterly critical 
of the education system. Constituting 
the largest single industry in the state, 
it devours funds and is riddled with 
politics. In 1982, for example, a scan- 
dal over "fixing" of examination 
marks touched the highest levels of 
government and resulted in a number 
of prison sentences. Even when the 
system runs honestly, critics contend 
that it simply "alienates the student 
from productive labour as well as his 
own culture." 


Ti ablest teachers are deeply dis- 
tressed by the quality of Kerala's 
education. "It is geared only for farcical 
exams," said a college English teacher 
in Trivandrum. His wife, who teaches 
English in one of the better women's 
colleges, recounted how after a few 
weeks of working with her class on 
T. S. Eliot's Murder in the Cathedral, 
which is a set text, she gave a short test. 
"The king in the play," the question 
read, “was Henry the . . ." Most stu- 
dents had the same answer: Henry the 
VIII, of course. What other Henry was 
there? *But," asks the teacher, "is it 
completely their fault? How relevant is 
a 12th-century English king or even a 
20th-century English poet to young 
Malayalis?" 

Kerala's education minister last year 
blamed irresponsible teachers for the 
steady fall in the pass percentage of 
those sitting for the Senior School 
Leaving Certificate. More than 
100,000 students pass each year, but 
they constitute only about 40% of the 
candidates. Teachers, however, have 
little to inspire them. To get an ap- 
pointment in a private school, they 
often have to pay a “commission” of 
about Rs 40,000 to the management. 
They then augment their incomes by 
giving tuitions. Their efforts, too, are 
constantly interrupted by political in- 
terference and demonstrations. 

A college principal complained that 
when he suspended a group of disrup- 
tive (but politically well connected) 
students, they retaliated by sending 
processions of “primary school boys to 
the college campus shouting abusive 
and threatening slogans, using vulgar 
language against me and my family 
over the phone .. . and engaging goon- 
das [toughs] to threaten me.” 

"The academic standard of the uni- 
versities in Kerala is deplorably poor,” 
complained one letter writer in 1983. 


“Most of the successful candidates 
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from Kerala in the all-India competi- 
tive examinations had their education 
outside Kerala." On the basis of such 
evidence — huge, unproductive expen- 
diture on a system that is corroded by 
politics and stamps out deadened, un- 
employable people — other areas of 
India and the Third World might want 
to reconsider the alleged benefits of lit- 
eracy, education and the "Kerala 
model." 

Yet, no matter what the failings of 
the educational system, literacy ap- 
pears to be a force that even the most 
ponderous education system cannot 
totally distort. Once able to read, some 





people discover that their imagina- 
tions take flight. For instance, ima- 
gination and vitality describe the sci- 


ence organisation, Kerala  Sastra 
Sahitya Parished (KSSP). Shobha 
came sadly to mind at a performance of 
the KSSP's cultural troupe in New 
Delhi. In a series of short skits — most 
of them based on folk dances of rural 
Kerala (but with heady new wine 
poured into old bottles) — the troupe 
develops a telling critique of the way in 
which modern Kerala, and indeed 
India itself, works. 

The skit that brought Shobha to 
mind, The Product, is a short dance- 
drama which begins with children 
frolicking gaily, all smiles, grace and 
inquiring eyes. Then the “education 
machine" — half a dozen dancers circl- 
ing relentlessly and beating out time 
with sticks — advances on the children 
and drags them into the centre of the 
“machine.” It grinds on, faster and fas- 
ter, and the dance is punctuated by 
chants of rote-learned, useless know- 
ledge. Finally, the machine slows, and 
the children emerge — contorted, crip- 
pled, eyes glazed — "the product." 


Since its beginnings. in the ite 
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1950s, the "people's science move- 
ment" which the KSSP represents has 
developed a unique strength in Kerala. 
More than 300,000 children take part 
in its annual science competition, and 
its monthly science magazines in the 
Keralan language, Malayalam, have a 
combined circulation of more than 
35,000. 

The KSSP aims not merely to "bring 
science to the people," but to convince 
the poor that change is possible. Com- 
mitted to political and social 
transformation ("Science for social re- 
volution" is its motto), it snipes not 
only at conservatives but at old-style 
communists — “so-called radicals" 
who lean on a “crutch of borrowed 
phraseology." Today, the KSSP has 
hundreds of active, and thousands of 
registered, members. It prides itself on 
the varied backgrounds of the perfor- 
mers in its cultural troupe — here à 
college professor, there a labourer; 
here a Muslim, there a high-caste 
Hindu, here again a Christian. 

The KSSP lobbies the government 
about environmental issues (it success- 
fully opposed a hydroelectric scheme 
in the Silent Valley rainforest, for 
example) and attempts to spread sci- 
entific attitudes throughout rural 
Kerala. Its most popular medium is the 
cultural troupe, founded in 1980, 
which now provides such polished en- 
tertainment — such tastily coated pills 
— that it can fill halls throughout 
India, as well as make a profound i im- 
pression i in village Kerala. 

The anthropologist Claude Levi- 
Strauss once wrote that “the primary 
function" of literacy is "to facilitate 
slavery." Employers need literate 
workers; the law requires citizens to be 
literate so that they cannot plead ig- 
norance. A literate society is more eas- 
ily controlled. The hobbled "product " 
of the education machine lampooned 
by the KSSP seems to provide evidence 
to support such a proposition. 

And the KSSP itself embodies more 


| exciting, hopeful possibilities. The fact 


that India's most popular scientific 
movement has arisen in Kerala 
suggests that literate people are differ- 
ent. Knowing more, they want, expect 
and demand more. The fact that Kerala 
itself has produced well-organised, 
hard-headed critics of existing prac- 
tices leaves some hope that Shobha 
may escape becoming another “pro- 
duct” of the education machine — in- 
deed, that the education machine can 
be changed and improved. 

Kerala today demonstrates the old 
saw that education is not the same 
thing as wisdom. But literacy opens a 
wide range of possibilities that remain 
closed to illiterates. The KSSP is just 
one such possibility. One can hope 
with a little confidence that others 
await pon. es Oo 
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The history and the 
geography of 
Keralas top marks 
in schooling . . . 
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here are five key factors which ex- — 


plain Kerala's high literacy rate. 
These are: 


> Dependable heavy rainfall made - 


agriculture less demanding in former 
times and allowed greater leisure, par- 
ticularly to high-caste people. For 
them, schooling became part of life. 

» Asa coastal region selling spices to 
the world, Kerala always required a 
proportion of its population to be able 
to keep records. 

» Most high castes were matrilineal, 
and their women enjoyed a freedom 
unknown elsewhere in India. (Female 
literacy in Kerala “ww 
today is 65%; 
Maharashtra is a 
distant second at 
35%; India as a 
whole has a 
female literacy 
rate of 25%.) 

> Some 20% of 
Kerala’s popula- 
tion are Christ- 
ians, and have 
often attached 
great importance 
to schools and 
literacy. Educa- 
tion was some- 
times offered to 
low-caste Hin- 
dus in the hope 
that they would 








convert to Christ- 
ianity. 
» In British 


times, two-thirds 
of modern Kera- 
la was ruled by 
two semi-inde- 
pendent princes, 
the maharajas of 
Travancore and 
Cochin. In Travancore from the 1860s 
and in Cochin a generation later, 
large sums of government money 
were spent on à primary education 
system in the Malayalam language, 
which sought to co-opt existing village 
schools. 

The two states did not follow British 
India where the emphasis was placed 
on higher education in English. The 
outcome was that by 1941, when India 
as a whole had a literacy rate of 15%, it 
was 47% in Travancore and 41% in 
Cochin. — ROBIN JEFFREY 





Rural Kerala: 
became a part of life. 
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— By Lincoln Kaye in Singapore 


M. he state capitalists of Singapore 
Inc. seem set to deal themselves a 


windfall of nearly S$1 billion 
(US$470 million) over the next decade 
at the direct expense of elderly citi- 
—— gens. That is a conservative estimate of 
the amount of interest the state stands 
- to save — and pensioners stand to lose 
— by keeping the life savings of work- 
- ers over the 55-year retirement age in 
E yielding Central Provident Fund 
(CPF) accounts under a government- 
— sponsored “compromise” proposal. 
The plan was unveiled at the end of the 
. republic’ s most heated parliamentary 
debate in years. 

Sparking the three-day debate was a 
NM e tation in a government re- 
— port that the eligible age for with- 
drawal of CPF funds be raised from 55 
to 60 and eventually 65 in the hopethat 
P the retirement age would follow suit. 

With a rapidly "greying" population 
— and a perennially tight labour market, 
| Singaporeans must be induced to stay 
k on the job longer in order both to boost 

_ the workforce and to defray the burden 
— Of caring for the elderly. 

—— Lone opposition MP J. B. Jeyaret- 
fir! nam denounced the proposal to post- 
— pone CPF withdrawals as a “breach of 
4 trust.” More surprising was the string 
$i - of MPs from the ruling People's Action 

. Party (PAP) who queued up to warn 

E ainst what Fong Sip Chee, a minister 
of state, termed "tinker[ing] with peo- 
| OR money.” With elections widely 
— expected as early as September, many 
backbenchers were wary of going on 
record in support of the measure, Al- 
though Jeyaretnam cast the only dis- 
 senting vote, 19 of the 72 PAP MPs con- 
trived to be absent when the house 
“voted to adopt the report ' ‘with ap- 
-propriate amendments.” 

The broad outline of those amend- 
cog was sketched by Labour Minis- 
ter S. Jayakumar, who is in charge of 
E. CPF administration. Under what the 

E press quickly dubbed the 

E — “Jayakumar compromise,” pensioners 

— would be eligible to withdraw at 55 

whatever was left of their CPF money 
— after reserving in their accounts with 
- the fund a sum the government deemed 
Biiequate to provide for their needs 
over the next 10 years. If they chose to 
retire early, this balance would be paid 
out to them in monthly annuities until 
they reached 65. Only then would they 
be allowed to close their CPF accounts. 

As for how much of their sav- 
ings to withhold from 55-year-olds, 
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Jayakumar hinted that a nest egg of 
8$25-30,000 might do. In 1982, the last 
year for which the CPF has published 
its breakdown of account holders' ages 
and balances, only 19% of those due to 
turn 55 within the next decade had 
balances.of more than S$30,000. Nor 
could they readily retire on just 8$250 
a month in one of Asia's most expen- 
sive cities. Younger workers, who will 
have started building up their CPF 
savings earlier in life and during an era 
of higher wages, might fare better. But 
the group closest to retirement is left 
with few options but to leave its money 





in government. hands and carry on 
working. 

And even if they all did opt for re- 
tirement, the CPF would still wind up 
with an average balance approaching 
$$15,000 for each of the 163,000 sub- 
scribers due to turn 55 within the next 
decade (again using 1982 figures). The 
S$2.4 billion thus amassed would be 
invested, along with most of the rest of 
the fund's balances, in government 
debt instruments (which comprised 
76% of the CPF portfolio in 1982). 

The CPF pays subscribers only 6.5% 
interest. That is nearly 3?5 less than the 
rates that the government could bor- 
row ator investors could expect to earn 
in world capital markets. Even grant- 
ing that taxation and limited capital 
mobility would narrow the spread over 
the CPF base rate that Singaporeans 
could realistically earn by investing on 
their own, they could doubtless do bet- 
ter than 6.5% in today's overheated in- 
terest environment. Compounding the 
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Singapore' s authorities increase their stranglehold on savings 
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3% differential over a 10-year period 
gives a yield of about S$841 million on 
the S$2.4 billion worth of aggregated 
balances of retirement-age pensioners 
— no small sum in a city state where 
the entire M1 money supply amounts 
to only S$8.3 billion. 

And that is just the start of the gov- 
ernment's windfalls. There were 
291,000 CPF subscribers in the 35-45 
age group as at 1982, and 624,000 in the 
25—35-year-old bracket. With the 
number of CPF members reaching re- 
tirement age virtually doubling every 
decade, so too must government earn- 
ings on the extra balances retained 
under the Jayakumar plan, at least as 
long as the parameters of the scheme 
and the interest-rate environment re- 
main the same. 

But if the fund looks like a captive 
reservoir of cheap state funding in the 
short run, it could prove costlier than 
either its critics or its proponents im- 
agine over time. By diverting funds 
into the tax-spared CPF accounts, the 
government is eroding its own revenue 
base. That might not matter much in 
times of double-digit economic 
growth, over-priced state land sales 
and strong returns from statutory 
boards. But already there are signs 
that Singapore's go-go era may be 
cooling down. If so, the government 
will either have to institute inflation- 
ary price increases for state-supplied 
services or tap expensive international 
capital markets to make up the rev- 
enue shortfall. 


evenue considerations, however, 
Rs dominate official think- 

ing on the CPF. Rather, it is 
demographics that lend the issue its 
urgency. By the year 2030, fully a third 
of Singapore's population will be over 
the age of 55, according to projections 
by statistician Saw Swee Hock. Even 
with the retirement age advanced to 
65, Singapore will have only three 
working people to support each pen- 
sioner in 2030 (against a 1980 ratio of 


15:1). 
At least, though, the 10-year 
foreshortening of the retirement 


period should considerably reduce the 
public burden of maintaining the el- 
derly: life expectancy in Singapore 
stood at less than 69 for men and 74 for 
women at the last census in 1980. 

But only beyond the grave can a 
worker — or rather his heirs — recoup 
the 14% of his monthly contributions 
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which will be set aside in a couple of 
specially earmarked CPF accounts. 
Under the Medisave plan, 6% of a 
workers’ CPF balance is to be kept 
throughout his lifetime to pay medical 
bills in a bid to wind down the state- 
subsidised health-care system 
(REVIEW, 15 Sept. '83). The Depen- 
dent's Protection Insurance Scheme 
reportedly will absorb as much as 8% 
of his CPF contributions until he re- 
tires to insure his life throughout his 
wage-earning years. Although cover- 
age expires upon retirement, the policy 
has no cash surrender value until after 
his demise. 

Even with the actuarial odds thus 
stacked in their favour, Singapore's 
planners are taking no chances. As the 
post-independence baby boom ripens 
into a senior surge, they mean to 
mobilise a bigger share of citizens' sav- 
ings to offset the anticipated costs. In 
July, the contribution rate went up by 
four percentage points to 50% of wage 
income (contributed half by the em- 
ployer and half by the employee). 

And CPF contributions are now to be 
charged against the first S$5,000 of 
monthly income, rather than the first 
8S$4,000. as before. The CPF ceiling on 
chargeable monthly income will go up 
S$1,000 a year for the next two years, 
the government announced. Soon, the 
government will unveil details of a 
scheme to impose CPF levies on the 
14% of working Singaporeans who are 
self-employed, whose mean income as 
at the 1980 census stood nearly 30% 
higher than that of job-holders. 

Despite these measures to shift the 
CPF burden higher on the income 
scale, the scheme still hits the poor 
harder than the rich. In the elitist at- 
mosphere of Singapore's burgeoning 
high-technology and financial indus- 
tries, income ceilings can be breached 
as fast as they are set for top talent. 
Then, too, since CPF contributions are 
tax exempt, the higher the subscriber's 
tax bracket the bigger his tax savings 
on money deposited in his fund ac- 
count. 

Contributions are assessed only on 
earnings from labour. Returns on 
portfolio assets — likely to comprise a 
higher proportion of the income of the 
rich — remain untouched by the CPF. 
And as for the self-employed, Defence 
Minister Goh Chok Tong made it clear 
that his main concern in extending the 
scheme was to assure the old-age secu- 
rity of hawkers and cab drivers, rather 
than lawyers, software writers and fi- 
nancial-futures traders. 

The regressive incidence of CPF 
levies might make good supply-side 
sense for those in the upper income 
brackets, but scepties wonder about its 
motivational effect on the factory 
workers who remain Singapore ' s main 
drawing card for foreign investment. 
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Locking away an ever-increasing pro- 
portion of their pay, only to be re- 
deemed at a semote and ever-receding 
future date, could sap their "produc- 
tivity will" (REVIEW, 8 Dec. '83). And 
employers, for their part, are troubled 
by a surcharge on their wage bill that 
does not translate visibly into in- 
creased output or employee loyalty. 


o mollify these qualms — and to 
promote the government's ideal 


of paternalistic industrial har- 
mony, Japanese-style — the scheme 
was amended in 1983 to allow employ- 
ers to retain 10% of their CPF con- 
tributions for re-investment in higher- 
yielding assets. Any excess interest 
earned over the CPF base line of 6.5% 
could be applied to employee benefits 
such as dental care, insurance premia 
or educational bursaries. 
This Company Welfarism (Cowec) 
scheme has joined Medisave and De- 


pendent's Protection Insurance on the 
roster of earmarked accounts set up 
within the CPF framework to channel 
savings back into the economy for pur- 
poses deemed socially desirable. Simi- 
lar plans are mooted for everything 
from college tuition to Haj pilgrimages 
for Muslims. Such initiatives are not 
always welcomed by professionals in 
the industries affected. 

Insurance men are predictably miff- 
ed at the prospect of government com- 
petition. "Their life policy may sound 
shoddy, by industry standards," com- 
mented one broker. “But they ve got a 
stranglehold on the funds, and they'll 
probably make participation compul- 
sory, anyway. And then they prattle 
about trying to develop this place as an 
insurance centre." Bankers are equally 
dismayed at the drainage of liquidity 
from Singapore's much-ballyhooed 
banking centre through the CPF's pre- 
emption of deposits. The $$19.5 billion 
in CPF accounts comprised 34.5% of 
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the republic's aggregate savings (come 
pared with 464% for commercial 
banks), but at present relative growth 
rates, the fund's share of savings 
should easily overtake the banking 
system's by 1990 

As for Medisave, doctors and public 
health professionals warned that the 
plan would bid up the price of general 
health care while rechannelling gov- 
ernment resources to high-ticket spe 
cialised facilities of limited use to most 
Singaporeans. These inflationary fears 
are symptomatic of a problem that 
could increase as more CPF money is 
released to state-targeted industries, 
economists warn. Paradoxically, the 
very success of the CPF in stabilising 
prices by withdrawing disposable ine 
come from the spending stream could 
lead to sector-specific inflation when 
funds are freed through earmarked ae 
counts. Besides Medisave, price rises 
could result from some of the Cowee 





offerings and future educational 
schemes. 

As a cautionary tale, pessimists cite 
the grandfather of such plans the 
Approved Residential Properties 
Scheme (ARPS), which allowed mem- 
bers to withdraw CPF funds for pri- 
vate housing. The 1981 introduction of 
the ARPS, coinciding with the most 
reckless phase of the property boom, 
prompts analysts to wonder (with the 
benefit of hindsight) how much of the 
oversupply in the now-collapsed con- 
dominium market could be blamed on 
the sudden release of S$256 million in 
CPF monies in 1982 alone 

For the foreseeable future, Singapoa- 
reans — especially the poor — will cone 
tinue to pay their;government a hefty 
interest premium as a management fee 
for its stewardship of their assets. And 
the state stranglehold on the bulk of 
the citizenry's life savings will remain 
another major lever of control in the 
hands of the PAP's social engineers. fy 
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The World Bank calls for a global trade-liberalisation initiative 
modelled on the export orientation of the East Asian countries 


fs By Anthony Rowley in Washington 


here is almost no limit nowadays to 

: the praise heaped upon East Asian 
countries, especially South Korea, for 

_ the way in which they have inter- 
. mationalised their economies and then 
made rapid, often painful, adjustments 
2 to cope with external economic shocks. 
— The World Bank's latest World Deve- 
- lopment Report, published on 11 July, 

_ isagain fulsome in its praise of the East 

_ Asian achievement and confident that, 

: "whatever the outlook for the interna- 
- tional economy, Asia's middle-income 
countries — plus China and India — 
will easily outperform the Latin Ame- 






Sean countries, in economic terms. 

| The bank has no doubt that if other 
- developing countries are to escape 
- from poverty, economic stagnation 
. and crippling indebtedness, they must 
_ copy the East Asian model by making 
-— their economies more efficient and ex- 
n port-oriented. To cope with the poten- 

- tial flood of additional exports on 
- world markets which this implies, and 
to maintain the openness of markets in 
_ the face of protectionism, the report 
- Calls for a new, international trade- 
— liberalisation initiative. 

But where the bank's prescription 
appears deficient is in defining pre- 
_ cisely where and how the demand can 
_ be generated to sustain higher levels of 
- international trade. In parts, the report 

_ reads as though it had been edited by a 

_ triumvirate of arch-monetarist Milton 
. Friedman, United States Federal Re- 

serve chairman Paul Volcker and 
Rabelais’ incorrigibly optimistic Dr 
Pangloss in its insistence that growth 
: can be restored through a combination 
ES — of anti-inflationary and fiscal deficit- 
reducing policies. 

The report sets out two basic 
scenarios for the world economy for 
- the decade 1985-95 — a low case and a 
M high case. These are "not to be viewed 
as predictions," the bank insists, 

though the low case does indicate 
- “what might happen if the industrial 
— countries were to do nothing to im- 

prove: their performance of the past 10 

years.” Under this case, industrial- 

country gross domestic product 
j m would average 2.5% annually 
ng 1985-95, or roughly the same as 

- what actually happened in 1973-79. 
—— This scenario, says the report — in its 

_ first comprehensive look at prospects 
_ for developed as well as developing 

countries — would mean "govern- 
. ments of industrial countries would 
find it hard to control inflation, and 
their budgetary deficits and un- 
employment would remain high. Pro- 
tectionist sentiment would be strong, 
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threatening the exports of developing 
countries and their ability to service 
their debt. But protectionist actions 
would increase no more rapidly than in 
the past several years and developing 
countries would still have the potential 
to increase penetration of markets in 
industrial countries." 

It is this part of the bank's analysis 
which is most likely to be challenged 
by some outside economists and others 
who have suggested, for instance, that 
without 3% minimum annual GDP 
growth in the Organisation for Econo- 
mic Cooperation and Development 
countries, the debt burden will prove 
intolerable for certain (mainly Latin 
American) developing countries and 
that, unless demand is stimulated 
through more accommodative monet- 
ary policies, world trade will spiral 
downwards towards disaster, as it did 
in the 1930s. The report is adamant, 
however, that the current situation 
“bears no resemblance to what hap- 
pened in the 1930s." 


ue the low and, many would 
argue, most likely case, given the re- 
newed upsurge of interest rates in the 
US and fairly widespread predictions 
of renewed recession there next year, 
developing-country. growth would 
average 4.7% a year over the next 10 
years, though only 2.7% in per capita 
terms, says thereport. This means little 
or no growth at all for some countries, 
while per capita income in Africa 
would actually decline. Among some 
middle-income oil importers, per 
capita income would grow at only 1% a 
year. 

Asia is again the exception. China 
and India would grow at 4.6% a year 
under the low-growth scenario, says 
the report, though India's per capita 
growth would be only 2.5% annually. 
"Countries such as [South] Korea and 
other major exporters of manufac- 
tures, affected only by the slower 
growth of their world markets, would 
get the capital they need to keep grow- 
ing at 3.3% or more a year in per capita 
terms, for a total growth of 5.2%.” Ex- 
ports of all developing countries would 
grow by 4.7% a year on average under 
the low case (Asia's by 5.7%), but the 
overall growth of primary-commodity 
exports would be only 3.6% in Asia, 
where they are vital to many econ- 
omies, and by only 2.1% overall. 

Under the bank's high case, GDP 
growth in the industrialised countries 
would average 4.3% a year over the 
next 10 years and prospects for the de- 
veloping countries would "greatly im- 
prove." Their GDP would grow at 


"around 5.598 wy Baas, SE RIY it F 
averaged in the 1960s — and per capita, 
income growth would average 3.5%. 
Developing countries would receive 
higher real prices for a larger volume 
of exports and credit would be avail- 
able at lower interest rates. 

“The major exporters of manufac- 
tures would do best with GDP growth 
at 6.3% a year — some such countries 
could manage 8% or more," the report 
suggests. "Such rapid growth would 
imply that they were moving into more 
technology-intensive products — as is 
already happening in [South] Korea 
with heavy engineering for example 
and in Singapore with precision en- 
gineering." Some  middle-income 
countries — including Malaysia and 
Thailand — could make “major struc- 
tural progress" under the high case 
and see their development proceed “as 
[South] Korea's did in the 1960s and 
early 1970s." 

This assumes they would pursue 
more outward-looking trade policies: 
those which did not would grow more 
slowly, and in sub-Saharan African 
countries per capita income is unlikely 
to rise even under the high case, says 
the World Bank. Despite the current fi- 
nancial crisis afflicting the Philip- 
pines, the World Bank nevertheless 
sees that country's manufactured ex- 
ports growing by more than 10% a year 

- 10% is about the average — under 
the high case. 

But achievement of the high-case 
growth scenario hinges critically on 
the performance of the industrialised 
countries, the report acknowledges, 
and that in turn means they must “re- 
gain the productivity growth and high 
employment they managed in the 
1950s and 1960s." There is unlikely to 
be any lack of technological progress 
to hinder such a renewed 


Wirtschaftswunder. All that is needed 
is to "tackle the problems that dogged 
the industrial countries in the 1960s." 
But the report immediately rejects 
the idea of achieving economic growth 
















gement. 
"Given the unfavourable context, 
neither higher employment nor lower 
interest rates is likely to be brought 
about in any durable way merely by in- 
creasing nominal demand. If they are 
to avoid a resurgence of inflation, most 
industrial countries will need to main- 
tain tight monetary policies," it ar- 
gues. 

This type of sentiment adds to the 
growing feeling that the World Bank 
has joined the International Monetary 
Fund not only in its insistence on rela- 
tively austere "conditionality" in some 
of its lending but also in its policy pre- 
scriptions for the international econ- 
omy. The emphasis is increasingly on 
squeezing the maximum growth 
(through increased efficiency and ad- 
justment) from a restrictive and anti- 
inflationary monetary environment — 
laudable if it can be achieved but 
hardly the setting in which the post- 
World War II economic boom, which 
brought maximum growth for de- 
veloped and developing countries 
alike, was achieved. 

Global savings rates are unlikely to 
regain their level of the early 1970s, 
suggests the report, so the prospect is 
that "both short-term and long-term 
real rates of interest will remain high 
in comparison with those of the 
1970s." And, given fiscal pressures, the 
real cost of borrowing will remain 
high, which of itself will push budget 
deficits high as the real interest burden 
is compounded over time. The main 
focus of industrialised countries, 
therefore, in the years ahead “should 
be on developing ways to reduce 
budget deficits” — a pious if worthy 
hope. 


ven cutting budget deficits — as a 
way of permitting private-sector 
growth to be financed and to prevent 
crowding-out of credit markets — will 
not restore the international economy, 
the report acknowledges. Some inter- 








concentrates on the newer and pro- 
liferating forms of protectionism,” 
especially non-tariff barriers affecting 
the developing countries, and liberali- 
sation of trade in agriculture. Such re- 
forms would help restore the momen- 
tum of the world economy. 

Freer trade also is vital for solving 
the debt crisis, says the World Bank on 
Page 48 of the report — the first refer- 
ence where the words "debt crisis" are 
not put in inverted commas, something 
which gives the impression that the re- 
port's authors are trying to dissociate 
themselves from the idea that such a 
crisis exists. Again this adds fuel to the 
suggestion by some outside observers 
that a "Reaganite" tone has begun to 
permeate the utterances of certain 
senior bank economists. 

But the bank admits that "as in 
trade, so in finance there is a need for 
concerted international action." At 
one point the report goes so far as to 
say that longer-term prospects for the 
world economy "will help determine 
whether the present ad-hoc combina- 
tion of rescheduling by creditors and 
austerity by debtors prove to be a pre- 
lude to a harmonious resolution or the 
prologue to a disaster." 

Such a "disaster," though, would 
occur most likely in the heavilv bor- 
rowed countries of Latin America 
rather than Asia, the bank implies. 
Even under the low-growth scenario 
set out in the report, middle-income 
countries "such as [South] Korea, Ma- 
laysia and Singapore" would "boom 
compared with the rest of the world" 
and would remain creditworthy as a 
result. China and India, meanwhile, 
"depend little on international bor- 
rowing, though slow growth in the in- 
dustrial countries would squeeze the 
amount of concessional assistance they 
receive." 

In general, the developing countries 
need to make more economic reforms 
themselves and not look only to the de- 
veloped countries for salvation. the 
bank argues. They need to avoid over- 
valued exchange rates to provide at- 
tractive incentives for exports and 
more efficient import substitution. 
That will contribute to greater world 
trade and reduce the import cuts made 
in the cause of payments adjustments 
which have damaged world trade in re- 
cent years. 

Under its low case. the bank sees 
world exports growing by 4.7% a year 
over the next 10 vears against 5.5% in 
the past five years, and by 6.4% under 
the high case. The respective figures 
for imports are 5.1% under the low 
case (against 3.2% over the past five 
years) and 7.2% under the high case. 
Developing countries (like developéd 
countries) must maintain positive real 
interest rates so as to encourage 
domestic savings and investment. the 
report adds. Oo 
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Battle o 
the bulge 


Friction arises between the 
World Bank and the US 
over population contro! 


By Nayan Chanda in Washington 


p everything else in an election 
year in the United States, policy on 
population control has become a poli- 
tical football. But, on top of that, the 
World Bank's decision to highlight the 
need for population control in its an- 
nual World Development Report and 


its major campaign on the issue to . 


coincide with the 
World Population Conference im 
Mexico City in August has pitted the 
bank against the new orthodoxy of the 
administration of President Ronald 
Reagan. 

A White House draft of a speech to be 
delivered by a US representative con- 
taining the new position was leaked to 
the press a month before the publica- 
tion of the World Bank report. The 
bank's president, A. W. Clausen, told 
the REVIEW: "I am not really sure that I 
understand everything that is going on 
in my own country on this issue and the 
philosophy behind it. I know that we 
made the decision to focus on popula- 
tion a year ago .. . to coincide with the 
World Population Conference.” 

Asked if the bank report had been 
endorsed by the US executive director, 
he said: "There is no unhappiness that 


lam aware of. The World ipi ie | 


Report is a staff report and we have a 
disclaimer in it that [it] does not neces- 
sarily represent the views of the execu- 
tive directors. But it has been reviewed 
beforehand with them, plus a lot of 
other  constituencies around the 
world.” 

Clausen said the bank was putting 
increasing emphasis on broadening its 
policy dialogue with borrowing coun- 
tries to include health, education and 
population control. “Two or three 
years from now there will be 20 coun- 
tries in which we will have family 
planning and population issues com- 
bined in significant portion with 
projects [we are sponsoring]," he con- 
tinued. 

The White House draft, on the other 
hand, takes the Reagan free-market 
philosophy to its logical conclusion to 
argue that "more people do not mean 
less growth . indeed, both in the 
American experience and in the econo- 
mic history of most advanced nations. 
population growth has been an essen- 
tial element in economic progress." Tt 
is the governmental control of 
economies, agricultural price control, 
taxes on industry and general lack of 
freedom which transformed popula- 
tion growth "from an asset in the deve- 
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lopment of economic potential to a 
peril." 

The draft says: “Jobs are not lost be- 
cause there are too many people in a 
given area. Jobs are created by the con- 
junction of human wants and invest- 
ment capital. Population growth fuels 
the former; sound economic policies 
and properly directed international 
assistance can provide the latter. In- 
deed, population density may make the 
latter more feasible by concentrating 
the need for both human services and 
technology . .." The draft speech calls 
upon the international community to 
focus on real remedies for the problem: 
“Economic growth and economic free- 
dom that is its prerequisite.” 


he World Bank report acknow- 

ledges that under certain conditions, 
moderate population growth, as in 
Europe, Japan and North America in 
the recent past, was accompanied by 
economic growth — stimulating de- 
mand and encouraging technological 
innovation. But it says developing- 





‘country population growth is now 
much more rapid than in industrialis- 
ing Europe; compared to Europe, 
Japan and North America in their 
periods of fastest population growth, 
incomes in developing countries are 
still low; human and physical capital 
are less built up, and many developing 
countries largely dependent on ag- 
riculture can no longer draw on large 
tracts of unused land. 

Rapid population growth in de- 
veloping countries, it says, "has re- 
sulted in less progress than might have 
been — lost opportunities for raising 
living standards, particularly among 
the large number of [the] world's 
poor." The bank report does not treat 
reduction of population growth as a 
panacea for development and econo- 
mic-policy problems. But it concludes 
that in most countries, for any given 
amount of resources,"a slower rate of 
population growth would help pro- 
mote economic and, social develop- 
ment. 

Compared 
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growth rate in 1965 in the developing 
countries as a whole, the rate now `s 
2%. The fall in the average gr ~in 
rate, the bank says, “is due almost ~-n- 
tirely to the birth-rate decline in 
China, which alone accounts for a 
third of all the people jn developing 
countries and where the Birth rate has 
fallen by over 50% since 1965." Birth 
rates also have fallen in other countries 
of East Asia — in Hongkong, South 
Korea, Thailand and Singapore by 
more than 30% and in Indonesia and 
elsewhere by 20-30%. In these gener- 
ally middle-income economies, a dem- 
ographic transition to lower fertility 
clearly is under way. 

In South Asia, birth rates have fallen 
barely enough to offset some further 
decline in the death rate. Sri Lanka is 
the only country in the region with a 
birth rate of less than 30 per 1,000. 
India’s birth rate has fallen signific- 
antly in some states but little in others, 
bringing the total to 34 births per 
1,000. As the death rate has fallen, 
India's population growth has in- 
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creased from slightly more than 2% a 
year in the 1960s to 2.1% in 1982. In 
Bangladesh and Pakistan the fall in the 
birth rate is insignificant and popula- 
tion growth rates are 3%. 

The World Bank's projection of 
"standard" mortality- and fertility- 
rate declines is based on the assump- 
tion that between 2005 and 2025 most 
developing countries will reach the re- 
placement level — when women will 
have enough daughters to replace 
themselves. According to the standard 
projection, the population of develop- 
ing countries will rise from 3.6 billion 
today to 8.4 billion in 2050. By the time 
world population stabilises at more 
than 11 billion in 2150, the population 
of India would be 1.7 billion, making it 
the world's most populous nation. 

Looking at the more immediate fu- 
ture, the bank report projects that 
Bangladesh, which had 93 million peo- 
ple in 1982, will have 157 million in the 
vear 2000. India's population — 717 
million in 1982 — is expected to reach 
994 million. China's 1.008 billion 


(1982) is projected to reach 1.196 bil- 
lion in 2000. Indonesia's population, 
153 million in 1982, could reach 212 
million while that of Malaysia could 
rise from 15 million to 21 million. Thai- 
land's 49 million is expected to reach 
68 million and that of the Philippines 
to rise from 51 million to 73 million. 
The only Asian country expected to 
keep its population in 2000 at the 1982 
level of nearly 3 million is Singapore. 

Even if the assumptions behind the 
bank's standard projection are accu- 
rate — many consider them optimistic 
— population growth is going to se- 
verely strain the limited land available 
in India, Bangladesh, China, Nepal 
and Java in Indonesia. Other conse- 
quences of projected population 
growth will be a large increase in the 
labour force. China, for instance, will 
experience a 45% rise in its labour 
force between now and 2000. In the 
same period the working-age popula- 
tion in Thailand will increase by 73%, 
in Bangladesh by 74% and in Nepal by 
78%. In China and South Asia, most of 
the labour will have to be absorbed by 
an already stretched agricultural sec- 
tor. This is particularly disturbing in 
view of the fact that per capita food 
output in Southeast Asia grew only 
1.4% in 1970-80 and in South Asia re- 
mained stagnant, In China and India, 
food output has exceeded population 
growth since the mid-1960s, though by 
only a narrow margin. 


A population growth in the deve- 
loping countries' urban areas is ex- 
pected to be faster than in the coun- 
tryside also poses serious problems for 
overtaxed urban infrastructure. By 
2000, the population of Bombay is ex- 
pected to reach 17.1 million, Calcutta 
16.7 million, Karachi 11.8 million, 
Shanghai 22.7 million, Jakarta 16.6 
million, Bangkok 11.9, Manila 12.3 
million and Seoul 14.2 million. 

The World Bank report notes the 
general experience that as develop- 
ment progresses, fertility drops. But it 
argues that current rates of population 
growth in the developing countries are 
so much greater than they were in 
today's developed countries at com- 
parative income levels, that many de- 
veloping countries cannot afford to 
wait for a spontaneous decline in fer- 
tility. And the experience of countries 
such as China, India, Thailand and In- 
donesia has shown that family-plan- 
ning programmes can lead to declines 
in fertility more rapidly than is war- 
ranted by socio-economic develop- 
ment. 

Surprisingly, the slowing-down in 
population growth in many developing 
countries has been achieved at little 
cost. About US$2 billion a year is spent 
on family planning in developing 
countries — in most countries less than 
US$1 per capita. (In 1980, China and 
India spent US$1 and 30 US cents per 
capita, respectively, on population 
programmes.) This spending still has 
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Reservations: Your travel agent or Bandar Seri Begawan 23911, Bangkok 
25] 4862, Bintulu 31351, Hong Kong (5) 242 367, Jakarta 365 008, Kota 
Kinabalu 52057, Kuala Belait 35391, Kuala Lumpur 09) 486 536, Kuching 


20977, Labuan 80042, Manila 854 655, Sandakan 42 
Taipei 581 4111, Tawau 72051, Tokyo (03) 667 7744 


41, Singapore 737 3644, 


ODE Sin: apore where else 
hangri-La. 


In the heart of Singapore's lush, 
green splendour lies the Shangri-La 
set in its own Garden of Eden within 
this garden city. 

It is a paradise of beautiful 
blossoming balconies. Of well 
appointed rooms, impressive intenors 
and fine restaurants. Of superb 
recreational facilities, including tennis 
and squash. Of warm welcomes and 
thoughtful touches. Everything that 
puts the Shangri-La in the ranks of 
the world's top hotels. 





S ShangriLa hotel 


SINGAPORI 


A SHANGRI-LA INTERNATIONAL HOTE! 
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A lot of our newest ideas are about data communication. 

Because at our Advanced Technology Center in Connecticut, we re 
constantly improving the ITT System 12™ telephone exchanges for both 
voice and data. 

o0 computers can talk to 
each other as easily as people 
can. 

It was at the ATC and other 
labs around the world where 
ITT engineers undertook a 
$700 million research and 
development project to make 
oystem 12 the only telephone 
switching system with fully 
distributed control. 

Control is spread through- 
out a system. Not locked up in 
a central computer. 

So a problem in one area 
doesnt become a problem 


To improve telecommunications,were ^ everywhere. 
E ee in € circuits, Thanks to its fully digital 
prog ooo gence. — integrated circuits and 


modular architecture, System 12 can handle new features and added 
traffic, including data, easily and economically. 

Many of the integrated circuits System 12 uses were designed at the ATC 

But that was only the beginning. 

Scientists are finding ways to pack more tiny circuits on microchips 
o0 more software can be programmed into less hardware. 

,Engineers are using computers to build new types of computers 
Which will speed up the process for designing the microchips that operate 
oystem 12. 

And computer scientists are advancing software technology and 
artificial intelligence to make System 12 "smarter" to be more adaptable 
in the future. 

Now there are 17 countries that have ordered System 12. And with 
these new ideas, System 12 will be able to serve them and other countries 
well into the future. 

Because every new idea helps the future get here a little sooner 

That's something to talk about. 


any things we take for granted today were 
science fiction just o few years ago. As we 
move increasingly faster towards tomorrow, 
the technology we and our children are facing is 
becoming more and more ‘futuristic’. Especially 
advanced and affecting almost every part of life is 
the field of information processing. 

Now our children must become computer- 
literate, because it is our children who will come 
face to face with a high-technology future. 

Today, the most worthwhile investment you 
can make for your child is an ATARI home computer; 
because ATARI not only ensures your child's com- 






For further information please call your local authorized ATANI distributor, Hono Kong. Wor iQ $5 Kone Kino Ltd Tel 
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puter literacy but can be of invaluable assistance 
with his total education. 

AIARI s advanced hardware and software is 
easy to understand and easy to use and, because 
of its enormous world-wide popularity, your child 
con choose from a wide and ever-expanding 
range of software; from serious subjects to games 


each with an educational benefit for 
today, and for tomorrow's world. 
The world of tomorrow 
will belong to your child.... JK 
if you plan for it today. ATARI 


Tomorrow's adult needs an 
ATARI computer today. 


14450171 "Winnenee- Hin Sann (Dra\irad Tal 202124^ 







Visit Rsea sete tested 





ae LATER A 


Moincident with publication of the 
wf World Bank 1984 World Develop- 
ment Report, former bank president 
Robert McNamara (also a former Unit- 





ed States defence secretary) has pub- . 


lished a paper on the population prob- 
lem in the summer edition of the 
magazine Foreign Affairs. McNam- 
ara's paper appears to bring him into 
headlong conflict with the view of the 
current US administration on this 
issue. | 

MeNamara argues that the fall in 
population growth rates during the 
1970s led many to believe thàt most 
countries no longer faced serious 
population problems and that efforts 
to deal with population questions 
could be relaxed. “Such a view is total- 
ly in error," says McNamara. He ar- 
gues that unless action is taken to ac- 
celerate the reduction in growth rates, 
"the population of the world [now 4.7 
billion] will not stabilise below 11 bil- 


left unmet contraception requirements 
of up to 33% of women in many coun- 
tries, however. The report estimates 


that an additional US$1 billion will. 


have to be spent to fulfil this need. It 
says that because spending on popula- 
oe programmes currently represents 

1% of government budgets, small in- 
creases could go a long way towards 
meeting the requirement for higher 
spending. Similarly, a small increase 
in foreign assistance in this sector — 
currently only about 1% of the total — 
could be of great help. 

Population assistance now amounts 


to about US$500 million a year: the US - 


— Official and private organisations 
together — provides about 40% of 
this. However, at a time when the 
World Bank is pleading for increased 
assistance for population programmes, 
domestic political and ideological con- 
siderations of the administration 
threaten to reduce that aid. In an appa- 
rent bid to win the support of the far- 
Right supporters of the Republican 
Party who are opposed to abortion, the 
administration decided to get tough on 
population-control aid. 

According to the White House draft 
of a speech to be delivered by a US 
representative at the World Popula- 
tion Conference, the US will no longer 
"contribute directly or indirectly to 
family-planning programmes funded 
by governments or private organisa- 
tions that advocate abortion as an in- 
strument of population control" Ac- 





cording to the HODUSUORA Crisis Com- | 

















lion and certain regions and countries 


will grow far beyond the limits consist- 
ent with political stability and accept- | 


able social and economic conditions." 
Africa, for example, now with less than 
half a billion people, will expand six- 
fold to almost 3 billion and India will 
hàve a larger population than China. 
Rates of population growth of this 
magnitude "are so far out of balance 


with rates of social and economic ad- | 


vance that they will impose heavy 
penalties on both individual nations 
and individual families." Nations fac- 


ing political instability *will more and | 
more be tempted to impose coercive | 


measures of fertility regulation. Indi- 


vidual families will move to higher | 
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and organisations as much as US$106 
million of the US$240 million the US 
now contributes annually to popula- 
tion-control programmes. 


ccording to one estimate, currently 
there are 55-70 million abortions a 
year. Denial of funds could only in- 
crease the number of high-risk abor- 
tions performed by poorly trained or 
untrained personnel. Thus, if the US 
carries out its policy to stop aid to pro- 
grammes of which abortion is a part, 
there is a likelihood of an increase in 
the number of abortions. — 

However, since the revelation of the 
White House position paper, as well as 
opposing documents from the State 
Department and the Agency for Inter- 
national Development (AID), there has 
been mounting criticism of the new 
Reagan policy. According to informed 
sources, the White House has now pro- 
duced a ped ueram draft which re- 












the other hand, a hard- 





female infanticide,” 
ara. — — 
Such pernicious trends cà 
versed through active pre 
birth control, he argues. In 
trast to the arguments of the 
tration of US President 
Reagan, McNamara proposes 
vision of “technical and ma 
sistance to population programy 
high-fertility countries. The assist 
must be on a scale adequate to ei 
that these programmes are not 
strained by lack of resources ant 
operate with a reasonable degree: 
ficiency." | 
MeNamara's paper forese 
population reaching iust belo 
lion by the year 2000 (as a 
million in 1980), and Indi 
tion reaching 1.2 billion 
the century (as against 6 
1980). Among other Asian : 
Pastel vere s État y is seen 












































































million (against 82 million). 
— ANTHON 











Despite the US opposition to ¢ 
tion; its direct aid to India 
Bangladesh is expected to be 
touched under the new formula. 
AID could monitor its assis 
these countries to make 
funds were not used for ab 
the US will seek assurant 
vate organisations that fun 
so used. But, sources say, sorry 
ant private agencies long a 
with promoting abortion as a- 
tion-control means may bed 
US funds — 
China. 


































text mas p pes rue 
Reagan, the crisis may not vet bes o 
Reagan chose  ultrs-conservi 
former senator James Buckley to 4 
present the US at the Mexico m 
and the draft produced by the 
House reflected Bucklev's thinking. J 1 
Buckley now refuses to deliver the 
toned-down speech. Reagan will have. 
to find another conservative willing ta: 
replace Buckley. The fact that the 
Mexico conference will be held a fes 
days before the Republican convention 
puts pressure on Reagan to satisf 
far-Right constituents of the party. € 
hitting spee 
insulting to the host country, Mexico, 
also could affect the Hispanic commu 
nityv's votes 
In this battle for the hearts di 
minds of American voters, Tew. he 
ever, notice the irony of the Reag 
sition, which is almost a mirror 
fec lassical Marxist thought. It 


























































Susumu Awanohara in Jakarta 


fter sacking Judo Sumbono as pre- 
.sident-director of Indonesia's state 
| company, Pertamina, President 
arto has now replaced Wijarso, di- 
ector-general for oil ; and gas at the 
ining and Energy Ministry. While the 
first dismissal was seen as inevitable, 
‘the departure of the highly respected 
jarso came as a great surprise. It ap- 
years that Wijarso is being blamed for, 
ong other things, having been too 
' 1o Sumbono. 
a ceremony in which Wijarso was 
ced by Sudarno Martosewojo, 
and Energy Minister Subroto 
d that this changeover was part of a 
ral effort to strengthen the minis- 
capabilities in the just-commenc- 
fourth five-year plan. Since. April 
year, the secretary-general, the in- 
or-general and three directors- 
eral have changed, Subroto stress- 








































































ced in natural gas and has a good 
tation in the industry. Whereas 
ne found Wijarso imperious at times. 


: effacing ways. 
ne of Wijarso' s mistakes was that 


il-marketing task force very seri- 
ly. Suharto had called a meeting of 
Pertamina and oil-industry offi- 
in April with the aim of making 
state oil company more efficient 
,às a result, three task forces were 
ned: on marketing, refining and ac- 

nting (REVIEW, 5 July). Wijarso was 
le chairman of the marketing task 
» Itis said Suharto called the April 
eting after learning about a devas- 
ng (and some say, unfair) study on 
domestic oil production written by a 
oung American energy specialist, 
hich had been commissioned by Fi- 
nance Minister Radius Prawiro. 

|. Pertamina’s board of commissioners 
(Subroto, Prawiro, Technology Minis- 
ter B. J. Habibie, Planning Minister 
B. Sumarlin and State Secretary 
udharmono). were not satisfied with 
jarso's report which, according to 
s, was short term in focus, m 
of-fact and even sloppy in some of 
rojection calculations. Apparent- 
ijarso had to write several drafts 
sre the report was finally accept- 





at some. board members wanted 





Sudarno is particularly experi- 


darno is known for his quiet and - 


d not take his job as chairman of - 


mat- 


»was a more long-term and global | 
j vorld oil balance, tak- | 
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despite general economie recovery and 
price cuts, it is said. | 

Another problem with the report 
was that it did not contain a strategy 
for adjusting quickly to changing mar- 
ket conditions and. maximising total 
revenue from the. sales not only of 
crudes but an optimal mix of crudes as 
well as fuel and non-fuel oil products. 
Such a strategy is considered indis- 
pensable now that Indonesia has a re- 
fining capacity in excess of domestic 
needs and low utilisation of this capa- 
city is one of the main reasons behind 
the high domestic production cost of 
oil. 

The reports by the refining and ac- 
counting task forces, by contrast, were 
more comprehensive and carefully 


Suharto: called for reports. 





written, sources say. The frame of ref- 
erence of the refining study, for exam- 
ple, was to reduce the cost of domestic 
fuel production with a view to cutting 
large remaining subsidies on fuel 
prices. The refining study pointed out 
that loss of oil, as it moves from the oil- 
fields thr ough refineries and distribu- 
tion depots and finally on to consum- 
ers, is greater in Indonesia than in 
other | producing countries; it 
examined ways to rectify this. 


he study also dealt with the ques- 
tion of optimal utilisation of the 
nine refineries under Pertamina's con- 
trol. 





lants and pos 


pr opaning to allocate work to the 


















report. suggesting onlv r | ad, 
ments, was seen to be an éndors J 











of the status quo, that is, of Sumbono's 


policies. Another view is that Wijarso 
was not necessarily defending Sum- 
bono but had been in the job too long 
and had become complacent. Yet 
another view is that the task- force 
work, as well as the April meeting on 
Pertamina, were machinations tà re- 
move Sumbono and that Wijarso fell 
vietim to them. Whatever the truth, 
there is no question that his perform- 
ance as chairman of the marketing task 
force did him damage. 

But many observers refuse to believe 
that Wijarso was fired simply. | "for 
writing one lousy report, after 25. years 
of truly outstanding service," as one 
close friend put it. It is fairly certain 
that Wijarso was embroiled in the poli- 
tics of Indonesia's oil marketing. and 
was blamed by detractors in one way 
or another. 

The trouble started in 1983 when’ in- 
ternational buyers. increasingly . com- 
plained that Indonesia's crudes — par- 
ticularly the benchmark heavy crude, 
Minas, which accounts for about half 


p ————— 


the country's oil exports: — were over- 


priced. As Indonesia is a staunch 
member of Opec; Pertamina could not 
cut prices of crudes passing through its 
affiliate traders, Far East Oil Trading 
(FEOT), Japan-Indonesia Oil (JIO) and 
Perta Oil. So it created additional mar- 

keting channels in the form of inde- 
pendent oil traders, who were given 

greater amounts of crudes to sell than 
previously. 

It is suspected that at least some of 
these outside traders received crudes 
at below Opec-agreed prices. Some of 
these independent traders also were 
actively engaged in effective discount 
sales of Indonesia’s crudes by the first 
quarter of 1984 through counter-trade 
(in which they sold local crudes and 
bought light products from overseas) 
and “package deals” (in which they 
sold crudes and heavy produ to- 
gether [REVIEW, 26 Apr.]). 

Given the realities of the mar- 
ketplace, these selling methods, mani- 
pulating the differences between nom- 
inal and real prices, were rather obvi- 
ous solutions for Indonesia. But aside 
from coming under attack from other 
Opee members, Pertamina was seen to 
have lost control of the market; with 
the independent traders competing 
among themselves to dump the crudes in 
the major markets, notably Japan: Dis- 
counting was seen to be a waste’ of 
potential national revenue. 

Suharto wanted discipline 1 fertat ed 
in oil marketing and Wijarso intro- 
duced measures for that purpose in | the 
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ure is ud to have been success- 
e price of Minas in Japan firmed 










nting continues and that most 
endent traders are still strong. 
ot clear whether Wijarso is 
blamed for having helped Sum- 
create the additional marketing 
nels (thereby allegedly losing grip 
ie market) or for later trying to 
ce away the business of the indepen- 
traders, or for both. 

e prominent independent traders 
ude C. Itoh, Kodeco Energy, 
ific Resources, Ex Oil, British 
leum (Singapore) and Samudra 
leum. Samudra has connections 
e very top and Kodeco of South 
. apparently enjoys good rela- 
with a powerful general, whois at 
ame time close to the new Per- 
1a chief, Abdul Rachman Ramli. 
which is operated by a Malay- 
Indian and is close to Sumbono, 
ost its licence to operate in the 
quarter. 

darno and Ramli face the most 
‘diate pressure for price cuts from 
iese buyers, some of whom have 
switching to comparable, but 
er, Middle East crudes and are 
ing the fact. The Japanese are 
larly unhappy about the fact 
Minas oil bound for Japan is 
a higher price than that sold to 
stinations. 
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toring-committee meeting (start- 
July), Indonesia may initiate 
ssion on price differentials with 
m of reducing the price of Minas, 
' oil official said, though he felt 
s would harden soon. g 



















ly Husain Haqqani in Islamabad 

scal 1984-85, which began on 1 
y, is targeted as a year of econo- 
ecovery for Pakistan, according 
nance Minister Ghulam Ishaq 


ist year to 4.6% — the lowest 
th since President Zia-ul Haq as- 
“power in 1977. A package of 
es aimed at stimulating the 
my was announced with the an- 
budget presented recently. 

T e government sstrategy continues 








vhat. But market sources say the 


Depending on the mood at the Opec 





after a fall in the growth rate in 
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nding out of a lull - 


kistan aims for economic expansion and gives even more 
entives to private investors — but the deficit must grow 






By S. Kamaluddin in Dhaka 
resenting Bangladesh's budget for 
fiscal 1985, which began on 1 July, 

the principal finance secretary and 

finance adviser to the president, 

M. Syeduzzaman, described the econ- 

omy as having moved out of recession 

and- being "poised for a period of 


growth." Although this was partly the. 


result of an improving external environ- 
ment, it reflected primarily the govern- 
ment'srecent poliey changes, he said. 

Syeduzzaman estimated the econ- 
omy to have grown by 4.5% in fiscal 
1984 compared to the original target of 
6% and an estimate in April of 5.3% 
The drought earlier this year, followed 
by early floods, took the blame for the 
lower- -than-expected growth. The 
rates for 1983 and 1982 were 3.7% and 
0.9% respectively. 

Food imports and the food deficit, 
originally targeted at 1.4 million ton- 
nes and 1 million tonnes in 1984, were 
raised to 2.2 million and 1.7 million 
tonnes respectively. Food production 
in 1983 was 15.1 million tonnes and in 
1982, 14.4 million tonnes. “But for the 

{floods}, the growth rate would 
have easily exceeded 5%," Syeduzza- 
man said. i 

Aid disbirsemeni during the year 

reached US$1. 45 billion compared to 


US$1.35 billion in fiscal 1983 and 


US$1.24 billion in 1982. Export earn- 
ings during the year were US$825 mil- 
lion against US$680 million in 1983 
and US$625 million in 1982. The in- 
crease in export earnings in 1984 was 


reaction of Pakistaniinvestors was less 
enthusiastic than expected. "The gov- 
ernment has given several incentives to 
investors," observed one Western 
economist, “but they have been an- 
nounced in what is said to be an elec- 
tion year. Pakistani investors are timid 
by nature and they would rather wait 
until after the elections than jump to 
take advantage of concessions now.” 
The Rs 104.02 billion (US$7.48 bil- 
lion) federal budget projects a deficit 
of Rs 8.5 billion. Of federal reven 


— 








| Bangladesh reckoneil can boost GxDORIÍCÉ end still show 
.à small surplus, though much will depend on foreign aid 








attributed partly to price improve- 
ments and partly to increases in volume. 
Imports, including the purchase of 
three wide-bodied aircraft for the na- 
tional airline, Bangladesh Biman, top- 
ped US$2.5 billion, about US$100 mil- 
lion less than the revised estimate. Al- 
though the terms of trade in fiscal 1984 
were estimated to have improved by 
2095, this was still 22% below the 1980 
level. e 
Total. revenue in the fiscal 1985 
budget is estimated to reach Taka 
34.65 billion (US$1.39 billion) — up 
14% over 1984 — while expendituré is 
expected to increase by 12% to Taka 
28.03 billion. This will leave a budget 
surplus of Taka 6.62 billion. " 
New tax proposals are expected’ to 
net a total of Taka 1.04 billion. Propo- 
sals include an increase in duty on 
commercial use of natural gas; a new 
2% turnover tax on travel agencies and 
bonded warehouses; a new tax on 
forced t ravel by land and sea (in addi- 





10% rise in » registration Dm a déu l- 
ing of the embarkation fee to Taka:200; 
a hefty increase in motor-vehicle tax; a 
rise in railway fares of 25-40%; an in- 
crease in postal rates, and a fresh irri- 
gation tax. However, most of these 
taxes are unlikely to affect the masses. 
The size of the annual development 
programme (ADP) for fiscal 1985 has 
been kept at Taka 38.96 billion, 80% of 
which will be financed through foreign 
assistance. The domestic contribution 





with one of Rs 6.23 billion in the re- 
vised estimates for 1983-84; the origi- 
nal projection was for Rs 6.02 billion. 
Current expenditure for 1984-85 is 
budgeted at Rs 65.26 billion, against 
Rs 59.97 billion in the 1983-84 revised 
estimates. Defence spending rises from 
Rs 26.64 billion in 1983-84 to Rs 30.37 
billion, while debt servicing accounts 
for Rs 19.37 billion in the new budget. 
Together, these two items represent 
76.2% of total net current expenditure, 


though the defence budget does not in- 


clude assistance received from the 
United States under a US$3.2 billion 
package announced in 1981. | 
The size of the annual developme nt 
programme has been placed at Rs 33:2 
billion, against Rs 29.15 billion «in 
1983- 84 (revised). This represents àn 
increase of 14%, bs share of develop- 
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cover t about 800 ‘projects, , co "i red t 

about 1,400 projects three years z ago — 
the result of consolidation, Project-aid 
disbursement is expected to take up 
Taka 18.47 billion. In addition, about 
30% of the estimated project-aid dis- 


bursement could be reimbursed in || 


local currency. This means that larger. 
local-currency resources will be avail- 
able than in previous years, helping to 
speed up implementation. > 
Another special feature of the deve- 
lopment budget for 1985 will be the al- 
location of Taka 4.23 billion for the 
upazilla (sub-district) infrastructure 
and development grants, compared to 
Taka 3.44 billion in the revised ADP 


for 1984 and the special allocation of- 


Taka 500 million for development in 
the troubled, 
Chittagong Hill Tracts. 
The 1985 budget aims to: 
» Increase both industrial and ag- 
ricultural production. . 
» Increase supplies through higher 
production and imports. m 
» Stabilise prices through increased 
supplies and appropriate fiscal and 
monetary measures. 
» Rapidly expand domestic. energy 
production and supply. | 
» Expand investment and employ- 
ment opportunities. 
» Provide incentives for growth in ex- 
ports. 
» Accelerate the population-contro! 
programme. 
Syeduzzaman envisaged that obsta- 





cles to these aims would include vul- 
nerability of the agriculture sector to.|- 


weather, implementation of gas and 
power projects — vital for ensuring in- 
dustrial production — threats of infla- 
tion owing to rapid monetary expan- 
sion in the past two years, the narrow 


for industries. The rate of income tax 
at the lowest income bracket was re- 
duced from 15% to 10"5 and an addi- 


tional bracket was introduced to make | 


the progression in tax rates more 
gradual. A 12% increase in the natu- 
ral-gas bill of household consumers 
and a 20% rise for industrial and com- 
mercial consumers, coupled with an 
increase of 6-8% in prices of petroleum 
and oil products were the only major 
levies imposed by the budget. 

Taxes on cigarettes and foreign soft 
drinks also were raised, but these were 


justified as an attempt. to cut consump- 


tion of “wasteful things”: Pakistanis, 

said Ishaq Khan, were becoming 

dangerously consumer-oriented. 
Incentives for industrialists took the 


form of tax holidays in less-developed 


regions and amendments to tax-as- 
sessment procedures as well as cuts in 


^ certain duties and levies. More import- 
t 
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New taxes (proposed) | 1,038 -— 
Recurrent expenditure. | (28,028) | (25,020) 
Revenue surplus 7,560 | 5,300 
Foreign grants ` 19,620 | 15,990 
Capital budget: E 
|. Foreign loans o. 19,350 | 153,844 | 
C Domesticcapital loan |- E ne 
andadvancesand a 
capital expenditures "MEM 
(excl) food and ADP (2,280) |: (1,090). 
Public account (net) | 850 1. 1,670. | 
Net domestic capital (1.330) | 580 


.a levelling-off of remittances from 










34.650 | 30.330 - 





Total receipts 
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se of resources 
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ADP . | 38.960 | 34,326 
Non-ADP projects 2,350 2,100 
Food budget 5.520 | 5,358 
Food-for-work | 

programme . |j 2,020 K 1,980, 
Net outlay for food . 


Stocks 





|| base of. export production from which | 


to generate a surplus, ion. of 
development resource: ang. 
productive subsidies, defaults on bank 
loans in the industrial sector, affecting 
the capacity of financial institutions to 
make new investments, growing debt- 
service liabilities and the possibility of 









deple 





Bangladeshi workers abroad. 


owever, offsetting these are a num- | 
ber of favourable factors includ- | 


ing all-time high for eign-exchange re- 
serves at US$518 ‘million 
adequate supplies of agricultural in- 


oy 
m MÓ€À— 


other resources to meet higher levels of 
demand) and the potential for in- 
creased disposable incomes to absorb 
higher production and . - imports. 





ment — the first since 1959 — which 


defines the roles of the public and pri- | 


vate sectors, outlines procedures for 
the granting of industrial permission 
and explains the government's policy 
regarding the provision of industrial 
infrastructure. | 

Its most outstanding feature is that it 
removes the need for government sanc- 
tion to set up industries, except for 
projects involving foreign private in- 
vestment and specified industries such 
as those related to defence and publie 
utilities. Even in the case of industries 
where sanction is required, the govern- 
ment has assured that it will complete 
all formalities and dispose of applica- 
tions within 90 days of filing. 

Although Industries Minister Elahi 
Buksh Soomro claimed, while an- 
nouncing the industrial policy, that it 
was non-politieal and was likely to re- 
main: in ii respectiv f changes in 
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puts (partly through increased domes- 
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Ded nie eexit 
during 1984. The high. 
monetary . 
two years f expected to gene 
cient demand for ae e 
activity and employment. | 
The pt believes 1 
sions for imports of foodg 
other items to make up p for 
local production will enab: 













































inflation under control. Ba 


the private and publie se 
has been estimated to grow at 
3.599 respectively, while th 
money supply is expected to 
16%. This assumes 6% gross d 
produ: ct growth and a 12% 
rate in the period. 

For the first time in Bang 
commercial banks are now be 
couraged to extend term finar 
industrial and manufacturing. 
The banks are expected to s 
procedures for such loans whil 
Bangladesh Bank, the central ba 
will determine targets for each 
and will also introduce a schen 
support banks providing loans fore 
ital equipment 


























investors. "We can't forget the di: 
of the Bhutto era [when m, 
nationalisations took place], " 
industrialist. "The government 4 
foreign investment and foreigners s 
frightened because we are so close: 
the Gulf, Iran and Afghanistan.” 
The government, however, main 
tains that slowly and steadily privat 
investment is picking up and ev 
foreign investment — especially fr 
overseas Pakistanis — is encoura 
Since 1978-78, both the number. 
value of approved investments g 
ally has. increased. Some I wav ) 
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Korea Exchange Bank isn't just Korean. 
It's international. 





tailed solutions to specific pro- 
blems. 


When you need an international 
bank staffed with financial ex- 
perts who can provide you with 
up-to-date financial information, 
you need Korea Exchange bank, 
Korea's largest banking institu- 
tion. 


— mark of Korean financial leader- 
ship, we are now offering our 
^ services through 50 overseas of- 
< “fices around the world. 


We are a bank large enough to 
meet your financial services, yet 
exible enough to provide de- 








KORER 3,7? EXCHANGE BANK 


— KOREA'S LEADING BANK — 


- Head Office: C.P.O. Box 2924 Seoul TELEX NO : K24244, K24245, K27237, K27254 , Cable Address. KOEXBANK SEOUL Tel : 771-46. 
. Branches: HONGKONG Tet : 5-201221, KOWLOON Tel : 3-692131/5, SINGAPORE Tel . 2241633, 2247680. MANILA Tel : B17-21-78/80, TOKYO Tel : (03) 216-3561/8 
“| OSAKA Tel : (06) 213-5411/8. FUKUOKA Tel : (092) 281-2311 

| Representative Offices: BANGKOK Tel : 234-0989, 234-7190 (Ext. 25, JAKARTA Tel : 540963, SYDNEY Tel : (02) 231-1803, KUALA LUMPUR Tel : 03-934263. 

-. Subsidiaries: KEB (ASIA! FINANCE LTD., HONGKONG Tel : 5-201221, HONGKONG KOREA CENTER SUB-BRANCH Tel : 5-447092/3 | 


HONGKONG CAUSEWAY BAY SUB-BRANCH Tel : 5-7902723. HONGKONG MONGKOK SUB-BRANCH Tel : 3-800223 





















has been accorded to agri-based indus- 
‘tries, minerals exploration, energy, de- 
fence-related industries and ventures 
involving high-technology. The gov- 
ernment will consider joint ventures as 


well as liberal assistance to investors | 
in high- priority industries. “We are | 


not interested in assembly and secon- 
dary manufacturing," said one official 
source, "but, unfortunately, 
what the foreigners want to invest in. 
We will now see if our liberal policies 
will induce anyone to invest in areas 
we consider our national priority.” 

eee also has liberalised 


TN of the dao tabloid The 
Singapore Monitor might have 





been surprised to learn lately that the 
Singapore dollar is on its way to be- 
coming “the mightiest major currency 
in the world by the end of the century." 
The newspaper arrived at this predic- 
tion by taking the local unit's appreci- 
ation against five foreign currencies 

over the past 13 years and projecting it 
forward to the year 2000. 

. Gratifying as this forecast may ap- 
pear, thoughtful: Singaporeans — in- 
cluding the technocrats of the Monet- 
ary Authority of Singapore (MAS) - ~= | 
may well be troubled by some of the 
costs of keeping the local unit strong: 
Given Singapore's heavy dependence 
on trade and foreign investment, a 
solid currency is crucial to wage and 
price stability. Yet the very soundness 
of theSingapore dollar commends it to 
investors in Asean and beyond as à 
store of value and a unit of account. If 
the unit becomes "internationalised," 
central bankers fear, they could lose 
their grip on Singapore's 5$8.3 billion 
(US$3.9 billion) money supply 
(REVIEW, 9 Feb.) 

Academics at the Pacific Trade and 
Development Conference here in June 
pointed to signs that this process is al- 
ready under way. Professors David 
Cole and Hugh Patrick, of Harvard and 
Yale respectively, highlighted the ratio 
of currency and money supply to gross 
domestic product for 14 developed and 
developing countries. In 1980, Singa- 
pore's currency-to-GDP ratio stood at 


14% — more than twice the 14-country | 


average. By 1982, the ratio had grown 
to 18%, and M2 (currency, demand de- 
posits and interest-bearing bank depo- 
sits) was virtually as large as GDP. 

- The latest MAS breakdown of local 
b nks' assets and. liabilities provides 


that is 









| gical tables, 


lly a | 
budget - c Como ed t ree 
list, a restricted list anda 
This year’s negative list (consisting of 
items which cannot beimported freely) 
has been shorfened and excludes sev- 

eral items, ranging from honey to sur- 
which have now been 
placed on the free list. The restricted 
list includes consumer goods Subject: to 
qualitative restrictions, items import- 
able only from tied sources such as 
)0ans or barter arrangements and 








goods restricted to the public sector. 


| about how long this high-rate regime 











The set of relatively liberal policies 
also includes a fresh dose of Islamisa= 
tion, which has been the main source of 





since the lifting of exchange controls in 
1978, non-residents’ Singapore dollar 
deposits have more than trebled, to 
reach a total of $$3.7 billion, or 14% of 
the system's overall deposit base, as of 
April. Foreigners’ deposits grew 7.5% 
in the first four months of this year 
alone, while the. overall deposit base 
barely grew 2%, prompting bankers to 
grumble about a liquidity squeeze. 
And on the asset side of bank bal- 
ance-sheets, foreigners are soaking up 
a larger share of what: liquidity there 
is. According to Dr Lee arie ui ot the 
National Univer iy, O „Sir 

local curr enc loans. to 

have quadruple 'since : 1978 to reach a 
1983 level of. does 4 billion. 














Be esi ents S 
estic interest 
rates have take helocal prime rate 
topped. 10% in June, an increase of 
more than 100 basis points sirice the 
turn of the year. But the money mar- 
kets seem to be having second thoughts 


will last, judging from the intermittent 
sagging of the vield curve in the three- 
to-six month range. Through Feb- 
ruary, the curve was firmly established 
on an upward slope, but long rates 
dropped in March. 





SINGAPORE DOLLAR 
EXCHANGE RATES 
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jnre "banking as we are,” he sa 
“Complete Islamisation will ena 
banks to introduce oe like leasi 
and hire-pu rchase. 
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The market may be anticip 
shift of currency allegiance by 
MAS. Traditionally, the stabilis: 
strategy adopted by the central Hee 
ers has been ‘straightforward: | 
peg the Singapore dollar loss 
whatever currency is buoyant c 
moment on world markets. With. 
cial foreign reserves topping the $ 
billion mark in the first quarter, 
considerable overseas in | 
clout through its statutory bo 
corporate equity stakes, the 
Government m E Ww here 











































alty to iid nost recently 

dollar — which neatly suits Si 
pore’s growing trade dependence 
the United States. 
In 1983, Singapore: 8 bd ay t 

























ie ‘wade increased dus 59 
Asean countries (excluding In 
With the European Economic Con 
nity, oe. two-way trade ^ 
up only 1 while trade with 
actually oe a decline of 1 
First-quarter statistics for this: 
show an encouraging 11.9% pieke 
Japanese trade, though the balane 
mains nearly 2:1 in Tokyo's favour. 
the overall trend towards US 
dominance has continued. 

As long as the Singapore doli: 
tracked the US dollar closely, Si 
porean goods at least were nat ge 
costlier in the US, even if comp 
goods grew cheaper by compe 
But foreign-exchange markets 
far faster than the markets for 
sumer electronics and fashion 
ing, which dominate Singapore's 
ports to the US. 

If the greenback finally sustains i 
long-predicted dive, Sir i 
polieymakers are faced with the 
of either e. the local dol 
with it — a move which would 
much out o o 
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| ikaru Kerns in Tokyo. 


je spectacular gains of certain Ja- 
panese pharmaceuticals shares in 
past two months, at a time when 
ost. blue chips and the Nikkei-Dow 
nes Average were shedding points 
id foreigners were pulling their 
money out of Tokyo, is an example of 
stockmarket's receptiveness to 
jlausible though unproven stories. 

ji pharmaceuticals sector in J apan 
s immense promise, but remains a 
a in which to invest. Com- 
ate ecd secretive aout 











iaceuticals industry in most 
O _research, it is beginning to 

‘ad in some areas. Me" 
his respect, biotechnology is a 
source from which to draw out 
itive scenarios. The industry is 
ginning to develop the first of the 
ally acceptable drugs for cancer 


tin the wore: aid the ern 
1ue from licensing. successful 
to other countries is huge. 

y one who invests in Fi» apanese 


of.. the possibly grave defects 
as well be taking their money to 
isino. Except for several giant blue 
ips, Japanese pharmaceuticals com- 
jes tend to have their research 
nds (and hence their future) commit- 
ed to a narrow range of developing 
roducts whose eventual profitability 
; uncertain. The share prices of some 
ompanies, for example Mochida or 
hionogi, are so largely supported by 
xpectations for one or two drugs 
inder research that if these fail to 
ome on to the market there would bea 
Hapse of confidence in the shares. 
The. Japanese pharmaceuticals in- 
ustry in general is living under a dark 
d. This may lift eventually, but 
is no guarantee. After enjoying 
ears one o apte NER 











t s zs ar the "United States. 








apanese pharmaceuticals industry enters brave new 
| ory — which means it is very much a speculative play 


three occasions by a cumulative 40%. 

The most recent price cut was in 
April, when the ministry, upset by spy 
scandals and pressured by the Ministry 
of Finance to lower national medical 
expenditures, introduced a 16.6% 
price cut in reimbursements under the 
national health plan. The government 
is also proposing a bill to shift at least 
10%, and possibly as much as 20%, of 
medical bills under the national health 
plan to patients. Presently, almost all 
such bills are paid in full by the gov- 


-ernment. It is presumed that medical 
costs, and thus pharmaceuticals con- 
sumption, will tend to decline once pa- | 


tients have to bear some of the costs. 
The price cuts mean that pharma- 
ceuticals must rely much less on earn- 


JOHN LEWIS 


Stock-exchange floor: a new punt 





ings from old drugs and must develop 
or license new ones. At present, the in- 
dustry registers about ¥4 trillion 
(US$29.13 billion) a year in sales, but 
the immediate prospect is for total 
sales to decline while research expen- 
ditures are forced to rise. This is in ex- 
treme contrast to the golden days in the 
1970s when pharmaceuticals sales, in 
line with national health expenditures, 
were often-increasing at a solid dou- 
ble-digit rate. The Ministry of Health 
and Welfare will be implementing one 
more round of price cuts, probably 
within 12 months, though it is believed 
it will be more generous the next time 
and keep price cuts to within 5%. 

From the middle of 1982 until re- 


cently, Ja panese ETE have 
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In this context — and i in a generally 
bearish market a handful of 


>) pharmaceuticals shares climbed diz- 


zily within a couple of months. As of 
L April, Mochida shares closed at 
x 2,700. Mochida soon rose to a high of 
¥6,870. Yoshitomi Pharmaceuticals 
went from € 660 to ¥920 in a matter of 
weeks, and Dai Nippon Pharmaceuti- 
cals rose from ¥3,390 to more than 
¥4,400 in a short period. Since the big 
rise most biotechnology-related issues 
have tended to preserve their | CMM 
The speculation even spread to milk 
and food shares. 


t may, well be that biotechnology will 

Wpay out enormous. dividends in the 
fore acabit future, but this latest wave 
of speculative buying into mostly 
smaller enterprises which have com- 
mitted all of their reséarch funds into, 
say, two products appears unjustified. 
Mochida was the main catalyst for the 
rally. An article in the vernacular fi- 
nancial press reported that a new anti- 
cancer drug called OH-1 had been 
found to have immuno-therapeutic 
powers in animal tests. This means 
that clinical trials had not begun yet 
and few details were really known. 

Earlier Mochida had stirred excite- 
ment by entering into phase one of 
clinical trials with its carcino-break- 
ing factor. The news of clinical testing 
was released in 1983, but then it was 
learned that Mochida had been 


 plagued by problems trying to stabilise 


the drug and had, probably, suspended 
testing for the time being. For the mo- 
ment, it remains uncertain as to how 
long it will take Mochida to justify the 
recent leap in its share price by actual- 
ly completing even phase one (for tox- 
icity) of clinical testing for its newest 
wonder drug. Although it is listed on 
the first section.of the Tokyo market, 
the dominant shareholder (control- 
ling at least 28% of outstanding 
shares) is the Mochida family. 

One former mainstay of the pharma- 
ceuticals industry, namely antibiotics, 
now faces a particularly dismal out- 
look. In 1980, antibiotics accounted for 
more than 25% of total Japanese drug 
production, providing a lucrative 
source of profits. But successive price 
cuts — particularly in oral antibiotics 
which comprise 50% of antibiotics 
sales.-— contributed to sharp declines 
in sales and profitability. 


By 1983, antibiotics comprised only 





.1896 of total industry production. 














Since January 1983, there has been a 
46% /o price cuti in oral antibiotics. In ad- 
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short- 
cut to 


trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 
Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 
This authoritative journal comes 
72 pt J packed with information and statis- 
705 Rooms bj tics on China — every month. It 
P « indexes dates, significant develop- 
15 Restaurants és Bars | ments and contracts; supplies trade 
| | | indicators and up-to-date assessments 
Bring down your handie ap in pleasant of China's fluid trade relations. 
surroundings on ou roof top gol] putting An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
And there’s more--: in China. 


tennis practice court, jogging track, A confidential monthly newsletter. 
squash courts, sauna, ouldoor pool and Exclusive to subscribers. 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 























green, using your own or the hotel’s 
equipment, 





fully equipped gymnasium. 


Taiwan's First Choice 
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Lai Lai Sheraton{S 
Hotel aipei 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 
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we 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
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or reservations, piease contact your nearest Sheraton Hote! REPORT. | enclose $ 
or Sheraton Reservations office, or contact us directly a gj Bo —————————— 
Hong Kong 3-691111 Tokyo 03/264/4270 Address 
agents Byrd Seoul 445-0181.i(i«‘(‘(‘«‘«*«*«*«CUR RR LSS nnt 
Anin SOAD Manila 80-60-41 MELLE 
Bangkok 233-5160 Brunei 27272 cé pue Mn || A ——À 
Lai Lai Sheraton Sales Office: Tokyo 03/271-2970 COUM a nny 


Annual subscription rates 
HK$1,750 M/S$540 US$250 £155 A$285 


Sent airmail anywhere in the world. 


12 CHUNG HSIAO EAST ROAD, SECTION 1, TAIPEI. TAIWAN, R.O. 
TELEPHONE: 321-5511 TELEX 23939 CABLE: "SHANGTEL" 
FAX: (02) 3944240 LAI LAI TPI 
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the search sophistication of a 
larger aircraft at a fraction of | 
the cost. | 
Increased reliability and 
outstanding fuel-efficiency — 
add to the economy of this 
_ aircrafts operation. 
Examine the features 
| of the Searchmaster and 
youll discover the natural 
WV» advantages of the Nomad ! 
POACHING FISHERMAN | genealogy. 
B. spotted easily in marginal | Features like low service 
| weather PUE MEME = ond maintenance costs, 
jo " unsurpassed crew vision and 


HE Nomad Searchmaster 
iS d unique and proven | 
patrol aircraft, that represents $ 
the best maritime surveillance | 
package currently available for | 
coastal surveillance. | 
The range includesthe — — 
Searchmaster ‘Lima with chin- | 
mounted radome equipped 
with 360° Litton search radar. VER 
‘Sublima’ with nose- ILLEGAL anions 


Y i i i] l i Spee 
mounted 240° radar or ‘Bravo P E M 


| Government and its. 
Misa = 
| For further det Ji 

| ofthe Searchmas 
— The Nomad Mar 
— Group, 226 Lorimer Stree 
Bee Port Melbourne Vict 
— 3207 AUSTRALIA. Tele 
— DEPRODY BP SR 


ir 
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with forward-looking 120° | Surface 


directed 


Bendix larget radar. 
Nomad Searchmasters 

have proven their efficiency 

in the protection of off-shore comfort, real low- 

resources, control of illicit speed manoeuvrability 

trade and entry, and security and outstanding 

of coastlines, shipping, and STOL capability. 

coastal waters. Searchmaster 
Designed primarily for all comes with full 

weather surface sur veillance, technical and spare-parts 

the Searchmaster offers all back-up through the wide 
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Connaisscurs 


Ine people who make Asia's big 
decisions relax with a drink and a copy of 
the Far Eastern Economic Review. 

In fact, over 80% of Review reaciers 
consume imported liquor. Of these more than 
60% have downed a Scotch whisky in the last 
two weeks, and hof of them have savoured a 
cognac. More than 6076 have enioyed wine 
and a further 40% preferred gin. 

Adding it all up, on average our readers 
spend more than USS100 on liquor every 
month. Which is why you'll find more than a 
dozen of the world's best-known labels on the 
pages of The Review 

When you consider ihat nearly all our 
readers hold senior positions in business, 





m 


Mem v 





es ` m mat : 
ise we only caler for 


Because wih us, a chal 
Over arnks means 
SENOUS DDUSIness. 











AG figures are from The for foster Economic Review Subscribers Stucty. 
For. further Informertion on acivertisars. see out Advertisement Composite. 





















TOA 


FarEastern Economic 





BABCOCK & WILCOX. 


FIRST NAME IN STEAM. 






Nobody knows more about 
steam generating systems than 
Babcock & Wilcox. That was 
true in 1867, and it's still true 
today. 

When Stephen Wilcox and 
George Babcock introduced 
and perfected their ingenious 
water tube boiler in the U.S.A. 
over a century ago, they laid the 
groundwork for a tradition of in- 
novative leadership in steam 
generation which is today meet- 
ing the needs of utilities and in- 
dustries all over the world. 

The full range of Babcock & 
Wilcox international support 
covers everything from design to 


a McDermott International company 





construction and startup of com- 
plete turnkey industrial and utility 
boiler islands. We supply every- 
thing from boiler controls and 
cleaning systems...to training 
programs for your operators. 

We have highly skilled field 
and home-office engineering 
specialists ready to work closely 
with you to plan and implement 
efficient, cost-saving plant 
improvement projects—from 
simple upgrades to complete 
boiler rebuilds. Total scope ser- 
vice also includes quality 
Babcock & Wilcox replacement 
parts for your operating 
equipment. 








For over a century, Babcock & 
Wilcox has been the technology 
leader in steam generation in 
North America and worldwide 
Let us share our knowledge and 
total scope resources with you 

Contact International Sales— 
Babcock & Wilcox Canada, 581 
Coronation Blvd., Cambridge 
Ontario, Canada, N4R5V3. Telex 
069-59344, or Babcock & Wilcox 
International, Inc., 20 S. Van 
Buren Ave., Barberton, Ohio 
44203, U.S.A. Telex: 98-6406 
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ae F/. for energy solutions. 








See us at Power India '84 Exhibition 


Where the world comes 


58142 58 Maoming Road South 


IATIOPAR New-Delhi g. Tali 
APAN: Tokyo: Yusen Buiking. 3-2 Marunouchi, 2-Chome Chiyoda-Ku Telex 24825 NATIOPAR. Q 
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1 assets of over USS100.0 
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and the promotion of econon 


commercial banking ser 


Jevelopment. 


BNP is committed to economic gr 
adding our part to shaping the new 


‘Sydney: 12 Castlereagh Street Telex 20132 & 24330 NATIOPAR North Sydney: 22 
40444 NATIOPAR Perth: 180 St-George's Terrace Telex 92611 NATIOPAR Adelaid 
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“US baile prepare it seas 
of Third World debt repudiation” 
shouted The Wall Street Journal on 6 
July, outlining anumber of apocalyp- 
tic scenarios under which. leading 
New York money-centre banks might 
implement contingency plans to seize 
the assets of defaulting countries — 
anything from gold holdings to ship- 
ping fleets. International bank law- 
yers, said the Journal, are "thinking 
the unthinkable: what if a developing 
country repudiates its debts — and 
others follow?" 

As chance would have it, Shroff 
had arrived that day in New York to 
talk to a number of bankers and in- 
vestment bankers in central Manhat- 
tan about the prospects for interna- 
tional lending, for Asia in particular. 
With Mexico just beginning a new 
round of debt-rescheduling negotia- 

tions with commercial banks and 
Brazil likely to follow suit, and with 
the Philippine borrowing situation 
looking increasingly delicate, the 
moment seemed very opportune to 
test the Journal's doomsday scenario 
of bankers freezing deposits and at- 
taching assets. i 

Only the day before, Shroff had 
talked to a senior World Bank 
economist in Washington who 
categorically ruled out the possibility 
of debt repudiation by developing 
countries, on the grounds that they 
would lose their access to trade cre- 
dits that way and, as these can 
amount to six months’ worth of im- 
ports (bigger than their debt-service 
obligations), there was no way they 








would risk this. The view around | 


i Wall Street was rather less sanguine, 

| though the calculation of the risks in- 

; volved seems measured. 

Even more reassuring, perhaps, is 

| the fact that the New York financial 

| establishment, which has all the fi- 
nancial brawn, seems also to be using 
its brain to think out possible solu- 
tions to the developing-country debt 
crisis. Robert Hormats, former Unit- 
ed States deputy trade representative 
and assistant secretary of state for 
economic and business affairs, now 
a senior investment banker with 
Goldman Sachs, told Shroff he did 
not foresee outright debt repudiation 
though he did see various developing 
countries unilaterally telling the 
banks they would devote, in future, 
only part of their scarce foreign-ex- 
change earnings to debt service — 
and refusing to pay more each time 
interest rates go up. 






a body. called 





According to Hormats, bici sits ds | 


committee of the United Nations As- 


sociation (chaired by Robert Ander- 
son of Atlantic Richfield and includ- 
ing such alumni as Henry Kaufmann 
of Salomon Bros), there is a “very ac- 
tive" debate now on the debt issue 
among just about all sections of the 
New York financial establishment — 
not only in his committee but in the 
Group of 30 and others too. All are 
lobbying the US Congress with their 
views, even if White House aides re- 
main “dumb” as well as deaf in their 
perceptions of the problem. (Hormats 
should know — he quit the present 
administration when the "frustration 
curve intersected the satisfaction 
curve,” as he told Shroff.) — 

While the big commercial banks 
generally are optimistic that adjust- 


ment is working well in debtor coun- 


tries, and that the debt crisis can be 
managed if this continues, the major 
investment banks are fearful that up- 
ward pressure on interest rates will 
cause domestic political and social 
pressures in developing countries 
which will abort adjustment. If debt 
repudiation does ensue, says Hor- 
mats, it will not be through any “ra- 
tional, cost-benefit analysis” but 
simply because the cost of playing by 
the rules becomes too high. 

New York is still nervous in the 
wake of the recent run on Continental 
Hlinois Bank and the rumours afflict- 
ing Manufacturers Hanover, If banks 
have to make bigger loan-loss reserve 
provisions, as a result of the current 


negotiations with Latin America, the | 


official comptroller will have to de- 


cide whether they can extend their 


present 20:1 assets-to-capital ratio or 
cut back their assets, including 
domestic loans. The latter could spell 
major and unacceptable deflation. 
The US Federal Reserve Board, 
under Paul Volcker, is keenly aware 
of the dilemma, according to Hor- 
mats, but is determined not to 
monetise the government deficits 
which are now forcing up interest 
rates again. Hormats points to the 
fact that prime has risen more than 
the federal-funds rate as evidence 
that private-sector (and currently 
strong) credit. demand is being 
crowded out by the budget deficit. In 
short, the developing countries are 
caught in the cross-fire of a war be- 
tween the Fed maintaining monetary 
stringency and the administration 
whose defence spending has only just 
begun to have an impact on.spending, 
and whose budget cuts: look dike E hav- 
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World lending raised with Shroff the. 


New York is nowadays). The “fl 






corporations and individuals m 
hay with tax deductions against i 
terest payments, which look & 
more attractive as rates go up. 
€ AN official at one major commer- 
cial bank heavily involved in Thiri 
























bizarre spectre of Washington 
(meaning the US Congress) pressit 
soon for'a federal takeover of big 
banks if official agencies have to bail 
them out of trouble, Already the Fi 
has had to liquefy the banking svstem 
in the wake of Mexico (1982) a 
more recently, to guarantee - 
positors of Continental Illinois. 5 
official interest-rate ^" capping" 
being discussed. “This could r 
the end of the capitalist syster 
for the banks," said thi 
He, too, did not think outrig 
pudiation likely, but he did e 
veloping countries telling the bai 
increasingly the conditions 
which they will accept condit 
— and he did see bank-loan spr 
and earnings being shaved thi 
soon. More Asia-specific, he for: 
the Philippine financi al crisis g 
“a good deal worse" and 96 
moratoria on debt di ieri i 
extended ever further: inte jt 3e 
















































































Fund agreement with N 
not work because it's a po 
lem, not a technical one." This 
was. bearish too on Mala: 
"|[Prime Minister Datuk . 
Mahathir.[Mohamad] is doing 
dumb things, HA me Malaysian. N 
































about everyone: in Washington 


creasingly mean a flight to Asia, an 
that includes Thailand as well a 
South Korea and China. | 
As to what can be done about the 
debt crisis longer term, investment 
bankers in New York suggest the 
need for bigger equity injections to 
counterbalance debt (through special 
mutual funds set up outside, and 
through direct investment). They also: 
are beginning to push debt-manage- 
ment strategies with developing 
country governments to closer ma! 
their borrowing and export-ree 
strategies. In other words, teachi 
them to develop an asset and liabil 

structure aligned with trade 
terns. If the commercial ban] 
done this in the past, instead of 
ply pumping in US dollar li 
the debt crisis would not be 80 
y ‘tment bankers x 























will have. 


James Clad in Kuala Lumpur 

of Malaysia's largest commer- 
cial banks is going through a com- 
x corporate exercise that will con- 
olidate a significant minority holding 
jf its equity in the family of Tun Sir 
y Hau Shik Lee, the country's 
irst finance minister. Established in 
965, the Development and Commer- 






















igures. ranks as Malaysia's sixth- 
rgest commercial bank in terms of 
issets (M$2.5 billion [US$1.08 billion]) 
th in. terms of shareholders’ 
8 (M$90.5 million). The bank ope- 






yr subsidiaries. 
include 51%-owned 









gest merchant bank with 1983 as- 
s of M$524 million), 51%-owned 
: € Leasing and 98%-owned D & C 
cing (asset-ranked as Malaysia's 
largest finance company in 
‘D & C is unique in Malaysia in 
well-diversified non-banking 
services group,” one 
irket analyst commented in 
ortly after the bank went pub- 
an-issue of 46 million shares, 
g M$58.3 million to its capital. 

ng to the latest sharehold- 
gures available from the bank, 
"s largest shareholders are 
ra businessman Syed Kechik, 





























nder an agreement announced on 
j" July, Malaysia's third-largest 
commercial bank will pass under total 
bumiputra control while the country's 
4th-largest banking institution will 
ecome majority-owned by a holding 





inant Chinese political party. 
"deal between Multi-Purpose 
igs (MPH, an investment vehicle 


| Bank (D & C) on the basis of 1983 


28 branches, including two ino 









































a < Merchant . Bankers (after 
Malaysian, Malaysia's second- | 


pany with close links to Malaysia's. 

























Il have an appliance manufacturer as its biggest - 
reholder if a complex series of deals is approved 






through nominee companies (32.8%), 
Permodalan Nasional (about 10%) and 
the Lee family (including D & C's gen- 
eral manager, Sen. Alexander Yu Lung 
Leej, which holds slightly more than 
33% both directly and beneficially. 

Sen. Lee has been searching for some 
time for a publicly listed vehicle into 
which he might inject his family's 
D & C assets, and the selection of Roxy 
Electric Industries (Malaysia) — a 
small electric-appliance manufactur- 
ing firm (M$18.8 million in paid-up 
capital) in which his family already 
has a 33% stake — concluded the 
search. 








































U. the proposals, Irex (a Lee fam- 
ily holding company) will acquire 
9.624 million of Roxy's 18.816 million 
shares (51.15% of the total) at M$3.67 
 ashare— which when the deal was an- 

nounced was 11.72% below the then 
market price of M$4.10 a share and 
since has settled at about 10% on 
market prices at the beginning of July. 
Once the Capital Issues Committee 
(CIC) approves the major purchase, Irex 
will make a general offer for another 
29.45% of shares held by minority in- 
terests, at the same valuation. 

A bumiputra business associate of 
Sen. Lee, Fleet Group chairman Daim 
Zainuddin, will concurrently take 
another 4.968 million Roxy shares 
(26.4% of the total) at the same share 
price. The other side of the transaction 


e T Jing Malay businessman is to acquire control of United 
ayan Banking Corp. in exchange for other bank assets 


The announcement says several 
companies controlled by Daim will 
purchase MPH's 40.68% holding in the 
United Malayan Banking Corp. 
(UMBC) for a consideration that in- 
cludes cash plus a 51% stake in the Ma- 
laysian French Bank (MFB) held by 
another of Daim's companies. Apart 
from MPH, UMBC shareholders are 
Perbadanan Nasional (Pernas — a gov- 
ernment equity corporation) and the 
state oil company, Petronas. 

-* The deal followed a terse announce- 




































.M$225.21 million — 
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satisfied by 112.61 million ne M$1 
Roxy shares, valued at M$2 each for 
the purpose of the deal. os 

Thus, if the authorities accept the 
proposals, Roxy's capital will -be 
boosted to a little less than M$166 mil- 
lion by the following transactions: 

» Anew M$2-a-share issue to buy into 
D & C (M$112.61 million). 

» Another new issue  (totalling 
M$18.75 million) to buy a D & C af- 
filiate, On- Tai Development Sdn Bhd 
(which owns the D & C Bank's head- 
quarters building in Kuala Lumpur) 
and some apartment units. 

» A new bumiputra issue pegged at 
10% of the enlarged capital (M$15.02 
million). 

Of this enlarged shareholding, the 
Lee family will directly control 112.61 
million shares or slightly more than 
68% of Roxy's capital. The remaining 
9% comes from a nominee state. 

The question, however, is whether 
the injection of Lee assets into Roxy is 
simply a rationalisation of the family's 
interests, or whether it follows, rather 
than precedes, pressure at the board- 
room level to remove the Lees' direct 
operational presence at the bank. Reli- 
ablesources among major D & C share- 
holders told the REVIEW that several 
board members have aimed to replace 
Sen. Lee as D & C's general manager 
when the exercise is complete, and 
there is also speculation that Tun Sir 
Henry Lee may step down as D & C's 
chairman in the near future. The 
Review understands, however, that 
Sen. Lee has been intending for some 
time to take a less active role in man- 
agement and that his departure from 


May) Under an arrangement first 
mooted in July 1983, Magnum was to 
purchase the MPH stake in exchange 
for cash raised by a rights issue. The 
government's Capital Issues Commit- 
tee (CIC), however, soon gave signs of 
being loath to approve the deal (seen as 
perpetuating the MPH holding in the 
bank), and the problem of what to do 
with an asset that neither gave control 
nor could be freely converted (UMBC 
is not quoted), presented itself to MPH 
anew. 

The failure to secure approval for the 
UMBC injection into Magnum came as 
the authorities’ second rebuff to MPH 
plans for its UMBC shareholding: after 
buying 51% of UMBC from the late en- 
trepreneur Chang Ming Thien in 1981, 
MPH succumbed to unfavourable 
reaction to the deal from some quarters 


| inthe United Malays National Organi- 


d its holdings to 
68%) of UMBC 















Roxy's corporate muscle 
from bowing to pressüre. 

(It is known, however, that Sen. Lee 
has had differences with senior monet- 
ary authorities at Bank Negara [the 
central bank] and that some D & C 
shareholders tave ‘become uneasy 
about the detrimental effect this might 
have on the bank's affairs.) 

Whatever the explanation, by the 
end of an exercise first announced in 
May, the Lee stake in a dramatically 
re-capitalised Roxy will climb to about 
77% while the company itself will be- 
come one of D & C's lar Best sharehold- 
ers. 
















Fr interview, Sen. Lee (a member) 
of Malaysia’s appointed upper house 
of parliament and an influential figure 
in the Gerakan Rakvat party) told the 
REVIEW that a number of benefits will 
flow to him and his family from the 
exercise, now awaiting the approval of 
the CIC. First, his familv's position in 
D & C will be consolidated in D & C, al- 
beit indirectly through the Roxy stake. 
Although he did not touch on it, the 
|; move will also make any surreptitious 
effort to buy out the Lee family D&C 
stake more difficult. Some of Tun Sir 
Henry's brothers will retain minority 
shareholdings after the Roxy transac- 
tion is complete, but a are not re- 
garded as exceeding 6-7% of D & C's 
equity. - 

Secondly, Sen. Lee said, the indirect 
stake will reduce the: family’ s exposure 
to any future inheritance taxes levied 
upon directly owned assets. But 
thirdly and perhaps most important, 
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base after the deal of M$310 million 
“plus about M$38 million in cash" that 


rather than 


| the family at the end of the exercise | 
|, gains a quoted vehicle with a capital 
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D & C's share price hit a high of 


M$4.06 when, first; listed in August 


1983 but sincé has, meandered in. the 
M$3.20-3:65 range; falling away fo 


M$3.04 by the end of June — only 4M 
cents above its nominal swap valua- 
tion for the Roxy deal. Thenet tangible 
asset backing of D & C on the basis of 
its most recent accounts is 66 cents a 
share, while net earnings. per share 
came to 17 cents, based on net profits 
of M$37.9 million (page.107). 

Roxy's share price began trading in 
January at. M$2.70 but rocketed to a 
speculative high of M$4.60.in early 
June following the deal's: announce- 
ment. By the end of June, however, it 
had fallen back to slightly. more than 
M$4. On the basis of accounts for the 
year ended 30 September 1983, Roxy's 
net tangible assets per share were 
M$1.51, its net earnings per share 11 
cents and its p/e ratio 37. | 

The presence of Daim inthe D & C 
deal:has prompted considerable in- 
terest. His entry into Roxy will lift 
the company’s 
participation (1.4% at 31 March) and 
he could figure prominently in offers 


for the new bumiputra: issue. More | 


impor tant, his involvement mav help 
Sen. Lee find the wherewithal to bring 
the family stake in D & € over. to 
Sen. Lee has bom active lately inac- 
quisitions; the REVIEW is. reliably in- 
formed that. he has gained a’ 976. ‘stake 
in Malaysia's new, private TV che 
TV3. It would notebe surpri 
Lees use Roxy's eash-rich position fol- 












lowing the transactions to buy intoa 


large plantations enterprise and: ‘into 
major property projects. d 





At first blush, the latest transaction 
looks very favourable to Daim: in 1981, 
MPH paid a total of M$206.25 million 
(US$88.82 million) for 18.31 million 
UMBC shares and in 1982 it again 
bought into UMBC, this time via a one- 
for-three rights issue. On the basis of 
figures available in the 1981 and 1982 
MPH annual reports, it appears that 
MPH has invested slightly more than 
M$227.6 million in the bank, equiva- 
lent to about M$9.33 a share. Daim's 
purchase price .(M$250 million) in 
the current deal amounts to little 
more than 10 M cents pou per 
share. | 

On the other hand (and. assuming 
CIC approval for the new scheme), 
analysts point out that the deal enables 
MPH to rid itself of an unproductive 
stake in a concern in which political 
pressures effectively prevented. the 
a an from ever eques 













pansion and/or widening the. deposits 
base. 





On figures. ‘published at the begin? 


ning of 1983, UMBC ranks third among 
Malaysia’s commercial banks, with as- 
sets of M$5.07 billion. It also ranked 
third in terms of deposits and share- 
holders’ funds, and in terms of the 
number of branches (55 in. Malaysia, 
Singapore; Brunei and Thailand). By 


contrast, MFB (formerly Banque In- 


dosuez) ranked 14th by assets (M$456 
million), 19th in deposits (M$231.4mil- 


lion) and 11th by shareholders’ funds 


(M$46.8 million): Its operations are es- 
sentially restricted to Kuala Lumpur, 

where it has two branches, but the 
Review understands it has received ap- 
prova | to opens N E ee as eei of 





s low level of bumiputra | 
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interests, adding to specu 


of about M$13. 000 a ha. i The | 4 


divisions of Supreme Corp., 



























Supreme. Corp. sells 


about its cash position 


By James Clad in Kuala Lt m 


Loving creedence to a belief ins 
quarters that Malaysia's Supr 
Corp. may be short of cash, iis 
owned Supreme Plantation Indu 
has sold several comparatively 
parcels of plantation holdings in 
and Peninsular Malaysia to twos 
country's larger plantation ce 
One of the DCN, F 
and. Lowlands 
(H & L}. is Ma- 
laysia’s — sixth- 
largest quoted 
plantations firm | 
(with nearly 
30,000 ha of land | 
primarily under 
oil-palm cultiva- 
tion), while. the 
other — Kuala. 
Lumpur Kepong.. 
Bhd (KLK) — has . 
become the coun- 
try’s third- 
largest (with an. 
estimated 52,700. 
ha). Under the 
terms of agree- 
ments. reported. 
to the Kuala 
Lumpur Stock 
Exchange on 10 : 
July, H & L will "M 2.226 ha. i 
palm land and a 16 tonnes-an-h 
pacity palm-oil mill for M$46 i 
(US$19.8 million) in cash-— apri 
comes close to prevailing mark« 
































































i3 on rn will. 


in "ELK s vigorous expansion i 
Sabah, where earlier this vemi 
bought nearly 12,000 ha of mainly 
palm land. 

Supreme Plantation — Indus: 
forms one of three major operationa 





principal shareholder and ma 
director is Tan Koon Swan, prom 
in. Multi-Purpose Bod for 1 
which. has oes to the 


d 


ran to the MCA: E presi 
(REVIEW, 10 May). Tan has been 
ing to consolidate and rationalise 
MPH and Supreme Corp., and the: 
to H & in and KELE, as well as the 
si lon the MPH « 





























Philip Bowring in Hongkong 


was a question of whether the cure 
night be worse than the disease when 
ddenly on the evening of 6 July 
Tongkong's government- -influenced 
yank cartel raised prime lending rate 
a stunning 3.25 percentage points. 
je rise took prime to 17?5, a four per- 
ntage-point margin over the United 
States prime rate. - 
The swift move was a response to a 
den heavy wave of selling of Hong- 
ig dollars in London which drove 
e down to HK$7.90:US$1, com- 
with the peg rate of HKS$7. 80. 
h official blessing, the Hongkong 
ation of Banks acted quickly to 
stem the selling and drive shorts 
r, thereby showing it was pre- 
0 go to any lengths to maintain 






























































; elped highlight the delicacy of 








the move there had been no 
on of a currency crisis in 


















1 7.83 to the US dollar, but 
he strength of the greenback in 
kets this was not surprising. 
t yet sufficiently below the 



































at which they can redeem notes 
he Exchange Fund and the open- 
trate. | 

ut London thought it knew more. 
the usual crop of ridiculous 
"which are the stuff of life of 
exchange dealers, the City 
d to catch some genuinely bad 
ns coming from Whitehall 
it the state of the Sino-British 
ks on the future of Hongkong. These 
lka by the e in London 









































hoped to show it meant business as far 
the peg was concerned — and hoped 
to Smee leftist suspicions that a crisis 
















on Hongkong in the period up to 





leftist press tried to pin the blame 



























ne the shock prime-rate rise, 














owever, by so doing it may - 
gko ig. The local unit had slipped | 


e to make it worthwhile for | 
-s to arbitrage between the 7.80 | 


. SECURITIES 


to Seoul 


The US$50 million 


readied for launching 


inese pressure for a joint commis- . 
Chinese takeover in 1997. (Some of © 


hy currency: S p on the abol- 


woken nue to the fact that uin 


ongkong' S —"— exchange rate comes under pressure for 
first time, forcing a sharp increase in local interest rates 


Otherwise it could have waited 12 
hours until the exchange banks’ regu- 
lar meeting on the morning of 7 July 
and pushed for a smaller increase jus- 
tifiable in terms of world trends. 

Although the move showed resolu- 
tion, it also suggested the government 
did not have complete faith in its au- 
tomatic adjustment mechanism. In 
theory, a fall in the currency should 


have caused note arbitraging and a rise 
in inter-bank rates before any change 
in prime. But in this case the au- 
thorities grabbed the tail of the dog. 
The move was only partially effec- 
tive. The exchange rate returned to a 
range around 7.83 but that needed not 








Main gate 


Korea Fund is 


he Korea Fund Inc. — the first in- 


vestment company organised in the 


United States to invest in South Ko- 


rean (corporate and government) secu- 


rities — is due to be launched for sub- 
scription in August or September. 


(There already exist two much smaller 


London-based funds, the Korea Inter- 


‘national Trust and the Korea Trust 


[Shroff, Review, 14 May '82].) 


The US$50 million closed-end fund 


iX 


isincerporated in Maryland and man- 





y Scudder, Stevens & Clark, a 















cannot be long sustained without driv- 
ing many more property companies 
into insolvency. (They have much less 
effect on manufacturers, most of whom 
are not greatly geared and who, with- 
out significant risk, can use US dollarg 
for working-capital requirements.) 

It is true that the local currency 
problem has been exacerbated by the 
strength of the greenback. The Hong- 
kong dollar’s trade-weighted index 
rose almost 1% during the first 10 days 
of July. But events haveunderlined the 
fact that though the peg has worked 
well enough and the government's 
commitment not to allow it to fall can- 
not be doubted, technical mechanisms 
cannot necessarily absorb all political 
shocks. What the price of political risk 
should be in terms of interest-rate dif- 
ferentials is entirely subjective and 
necessarily volatile. Meanwhile, the 
Hongkong currency's only upside po- 
tential against the US dollar is if the 
latter collapses so far and fast from its 
current pinnacle as to threaten a new 
burst of inflation in Hongkong and 
force an upward adjustment. 

Now is not the time to make any 
changes in the peg. But recent events 
also suggest that a peg to a basket 
rather than a single currency would 
make Hongkong less prone to having to 
face simultaneously the pressures of 
the world exchange-rate instabilitv 


and its own peculiar problem. But the 


question of the mechanics is a 
sideshow. Unfortunately for Hong- 
kong, everything that Peking touches 
turns to politics. Even without Mao 


Zedong, politics, not economics, is in 


command. 





US investment-management firm. Dae- 
woo Securities of South Korea will 
act as investment advisers. First Bos- 
ton Corp. and Shearson Lehman/Ame- 
rican Express will lead underwrite the 
issue of shares — 5 million are being 
offered in all — in the US, while the 
World Bank's equity-lending arm, the 
International Finance Corp. (IFC) will 
offer Korea Fund stock outside the 
US. . 
Despite the dismal record of the 
(somewhat similar) Mexico Fund, 
launched shortly before a major de- 
valuation of the Mexican peso, the IFC 
at least is optimistic that the Korea 
Fund will be fully subscribed. 
Institutional interest is strongest in 
Japan, the US and Europe, in that 
order. It has not yet selected its invest- 
ment portfolio and the trick will be to 
avoid a bull run anticipating a sub- 





stantial foreign presence in a 
stockmarket which the IFC feels is 
fundamentally greatly un : 
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subsidis of. the. Royal 
Dutch/Shell group and one 
of thelargest multinational 
corporations in the coun- 
try, posted a Baht 265 mil- 
lion (US$11.5. million) net 
profit for. 1983, represent- 
ing a small decline from the 
previous year. Total sales 
in 1983 topped Baht 21 bil- 
lion, just above 1982 

The company in mid- 
1983 embarked on a cam- 
paign to rationalise costs in 
the face of declining earn- 
ings after it failed to secure 
an increase in the govern- 
ment-regulated profit mar- 


gin on petroleum products. 


A company magazine 
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quoted finance directo? 
Nick Pettinati as saying: 
“The seriousness of the 
situation becomes appa- 
rent if you realise that we 
were only able to keep our 
head above water in 1983 
with the help of two fac- 
tors; namely 
growth of the market and 
low inflation. . 

Profits this year are not 
expected to be any higher 
than in 1983. According to 
Pettinati, sales volumes 
may be higher but the ratio 
of profit to turnover could 
fall again unless the com- 
pany is permitted to raise 
theregulated margins. 

"=~ PAISAL SRICHARATCHANYA 





| Dominion 
inches up 


Dominion Breweries of 
New Zealand achieved a 
21% profit increase for the 
year ended 31 Mar. to 


NZS11.1 million CUS$6.9 
million), on turnover which 


rose 12% to NZ$320 mil- 
lion. The directors said the 
company increased its 


share of a static national: 


beer market, though mar- 
gins were eroded because 
of competition and the 
country's price freeze. 
Dominion's investments 
in associates rose, though 
there was only a small con- 
tribution from 35% -0wned 
tourist company. Mount 
Cook Group, because of 
different balance-sheet 
dates. — LINDA SANDERS 


D & C posts 
hefty gain 


The audited results of Ma- 
laysia’s Development and 
Commercial Bank (D & C) 
for the year ended 31 Dec. 
1983 show-a 21% increase 
in pre-tax profit over the 
preceding year. And even 
though the tax bite will 
take 147, more in 1983 — 
M$13.1 million (US$5.6 
million) -- than in 1981, net 
earnings will rise by 26.8% 
to M$15.4 million with no 
minority interests to be de- 
ducte ; 

The ba k's total assets 
have risen by. 
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"83%, to’ 
4$2:93 billion while its de- | sy 
M$2 A billion 


ever, 
‘S$10.37 asa result of a cap- 


pectable increase of almost. 
25%. At the group level, 
pre-tax profits rose by 41% 
to M$45.2 million while 


total deposits (the group . 


report includes results 
from D & C's finance, leas- 
ing and merchant-bank 
subsidiaries) increased by 


31% to M$2.47 billion, with E | 


profit attributable to 


shareholders increasing by _ 
more than 37% to M$23.7 «| |. - 
5 — JAMES CLAD- ; i 


million. 


| Sim Lim does well 
in Singapore 


Wrapping up its first year 


of public listing on 31 Mar., 


Singapore's Sim Lim Fi- 
nance showed a 22" gain 
in pre-tax earnings to 
$$3.7 million (US$1.7 mil- 
lion). mostlv realised dur- 
ing the first half before 
competition heated up in 
the finance sector. A mar- 
ginallv higher tax rate was 
more than offset by 
extraordinary gains of 
$$337,000 to make for a 


45% jump in attributable 


profits to S$2.4 million. 
Earnings per share, how- 
slipped 13% to 


ital base enlarged by 5$20 
million through its public 
offer. Nonetheless, direc- 
tors declared a final di- 
vidend of 7% 
total for ine year to 12%, 


For the year ahead direc- . 
tors proposed expansion of ^. 
the. branch network, 'de- 








volumetric | 
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ANNOUNCES 
EXPANDED WEEKLY - 
TRANS-PACIFIC SERVI 


For fast, dependable weekly service betwaen 
U.S. Pacific Coast and Far East, try Lykes Lines. 
And here's why! 








* Only ro/ro vessels iseniting gabian fror 
^ Pacific Coast to Japan/Korea/Taiwan/and Hon 
Kong. - 
* Lykes' four fully containerized vessels joi 

 tworo/ro's offering significantly enhanc 











Lykes’ microbridge service, C 
rates and single bill of ladings between | 
points and overseas destinations, and 
intermodal capabilities. 

* U.S. flag carrier serving Pacific Trade since 

* Over 1,000 TEU capacity per week. 

+ m stabilizers to protec yo r 3 






































Far East, Europe, f 
» Independent pricing for we: 
P — U. s. iud for e 









Skilled in every n of ocean transportation and 
to point delivery, Lykes Professionals offer you servit 
between the Great Lakes, U.S. South Atlantic, Gulf 
Pacific Coasts and the U.K., Europe, Mediterranean, So 
and East Africa, the West Coast of South America an: 
the Far East. 

There.are Lykes Professionals or agents near you. Give 
them a call. Let them make your job a lot easier. After 
they've been doing it for over 80 years! 










































WORLDWIDE TRANSPORTATION 


World Headquarters 
Lykes Center/New Orleans, LA 
U.S... Offices: New Orteans/Attanta/Battimore Chicago Dalias Houston Long Beschiigw Yorke. 


Portland/St. Louis/San francisco/Wasbington D.C. 
“International Offices: Antwerp: Bremen’ Call lior Durban Gemow ‘London Mombasa’ toyo 












Un States inte est rates weighed heavily on many markets” 
od to 9 July. Hon ong was the most vulnerable, losing nearly 11% 
wake ofa sharp local interest-rate i increase. an 
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T YO: The mark 3 ‘marked time and. prices. 
rally rem; flat during the period. Vol- 
me tended to be Sluggish. The most noteworthy 
nge in the investment climate was the con- 
ued weakening of the yen which dipped below 
«240:US$1 despite the intervention of the Bank 


broker sull, hd by the end of the period indi- wo 
viduals also had backed off. 


KUALA LUMPUR: Some initial respite to dis- | 
pirited. trading occurred in the first days of the AUSTRALIA 


period, but a fresh wave of selling on the last days 





























































apan. Speculatives held centre stage and | brought most counters to a lower close. Most Aust. All-Ordinaries Index 
| sporadically, though many were sold off analysts believe no significant improvement in 3 July 6 
wards the end of the period. The Nikkei-Dow | sentiment can be expected in reaction either to ied | : 
lones Average closed at 10,373.22, down about corporate news or to speculative buying, though 6 July 6 
0 ints on the Denon. | many foresée prices moving higher in the months 9 July 6 
e: iiia closer tothe United States presidential election. Change on week . — — «0; 
| ‘OK: It. was, a Tenai week for the | Total turnover dropped to 31.8 million shares | a” Shanes 
rket Pe prices unexpectedly fell across the | valued at M$83. 1 million (US$35.79 million). Arati he Boker 
dargely on profit-taking. Trading was Ampat Exploration xia ae 
ements in earlier days gave no inkling AUSTRALIA: ^ sharp fall in the gold price and | Seg Pewwleur oe 
versal that was to come on 4 July when | continued strengthening of the US dollar took Australian Cons. Ind. 179 +53 
ket was swamped by bears, By the end of | their toll on most stocks late in the period ending: ee "ead Se 
od many counters had dipped substan- | the brief improvement in sentiment seen earlier. | sor 200 uu; 0 889 —— «88 
ed by cements. Worst affected was Siam | Mining and gold stocks suffered the sharpestset- | fre dac a ul 
ment. Banks followed the trend, with the | backs on 9Julyasgoldhitatwo-vearlowandthe | s ^. 98355000 
1 of Bank of Ayudhya. Average daily | Australian dollar was pushed to new lows by the -| ii Aapa a rap 
r was Baht 16.19 million (US$700,000). surging US dollar. An interesting feature of Caron Ursed towers 430 -87 









k Club Index fell 1.85 pus to close the 


e Otherwise gloomy trading was brewer | oec: 
odat 119. 01. 


Castlemaine Toohey's A$300 million (US$252.1 | Gp’ = 
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i million) bid for the diver ited Nicholas Kiwi — Duntap Australia. Ua 
or ONG: The market continued to slide, | Kiwi shares jumped A$1.30 on 6 July, following . — e 

the period with a resounding thud in | the news, to A$4.05, while the. brewer's shares Hardie d. 3? 
ion to a hefty increase in local prime-lend- | were marked down. | herd week Do quia cas 

The Hang Seng Index skidded to a close | | aa, à; LendteaseCop |, 485 ^ «Q4 
60 (its lowest since October 1983), down 95 -NEW ZEALAND: As it has done before i in previ- ronal E. A 
son the pe | ad, as total turnover rose omin- | ous elections, the market appeared to havedis- | Naaman? 3 as 
i counted the outcome, prompting prices to firm. |. jaime ee 

6:17 million): Banks raised prime by 3.25 | Volume, however, remained relatively light, In- oe da 

its on 6 July to 17% in an effort to shore up | vestors favoured a fairly narrow range of stocks SmithH O 08 ' 
d " , Thomas NatiGnwide Trans t.58 GG : 
ange value of the Hongkong dollar, | — mainly those likely to benefit from a local-cur- eee. ic n i 8d 


“rency devaluation which an incoming govern- f wewa | 357 «o8 
" Woodside 113 (86 i 
Woolworths 2.27 14.3 £ 


arlier had fallen to a low of HK$7.90 
a strengthening US dollar. 





ment might find it judicious to implement, de- 
spite recent protestations to the contrary. With a i uS e. | 
Labour victory perceived. as: likely, investors HONGKONG 
favoured building-sector counters, which could HONGKONG 
y from a more expansionist economic po- Hang Seng Index 











óughoutt the period as volume plunged 
owest level in nearly six months. Average 
"turnover was worth only NT$415 ecu 





























































$10.38 million). The "summer holiday" i | 3July 8 
ing was only part of the problem. Telécori., .MANILA: The mining index fell 20.35 points to ied rRNA EC em 
inications broke down at the exchange's new | 1,004.59. on losses ranging from a half-centavo 6 July | 822 
'ilities, suspending trading for almost an hour. | each for Lepanto and Philex to a half-peso for S JUN Lio i reme T 
I vestors are not expected to enter the market in | Atlas and P1 for Benguet. The sale of 10 billion Sane On Wee diio 
ny force again until August, when listéd'cómi-'| Semirara” Coal shares worth P100 million P Nr 
nies release their mid-year results. The wéight-| (US$5.55 million) bloated overall volume to AssnciatedHotels — : — 0M 38: 
9H index fell 10. 31-points:on the period to:clóse.|. 10.15 billion shares valued at P121.52 million. d is Eon 
88.58. a | reah The seller was Seafront Petroleum of the Herdis crano Kong 640 — 147 
i des Group and the buyer, state-owned National SEHEN pde i A 
' APORE: A spirited rally attempt early i in | Steel. The commercial-industrial index dropped mde 146 — 198 à 
' period foundered äs profit takers moved in.. | 0. 85 of a point. to 127.82. F £. Consortium ^ 0326 13.3 
isers Industrial Index had gained more than E EE QE 
sints on steadily mou ing volume over the SEOUL: Bullish sentiment on highly capi- | Granamarne Suspended © —- 


days before plunging more 
an Pas over the next two 










three pares ) talised issues pushed the composite index 3.09 | 9""te* 
| re points higher to 133.37. Trading was heavy, ud a 
rising to an average of 15.14 million shares, up E 
3.6 million from the previous period. Institu- 
tional investors, who had stayed out of the mar- | 
ket for several consecutive períods, returned to. ||: 
` bring an influx of cash, and the major news of the 


period — a successful oil strike by South Kore 3 
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Nikkei-Dow Jones Average 
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The NEW A320. 





Arrival of a superior intelligence. 


A320: The most complete package 
of new aviation technology to become 
available to the airlines since the dawning 
ofthe jet age. 
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For centuries people have always 
tried to perfect copies 





Today Canon makes it possible 


Innovations in copier technology found in the new Canon NP-270 make possible 
perfect copies everytime. Automatic Exposure with high performance optics, a 
technology inherited from Canon cameras, ensures crisp clean copies whatever the 
original's colour. Multi-paper feed from an optional 2000 sheet paper deck keeps the 
copies coming, 27 a minute. And low warm-up time takes the waiting out of copying. 






All these features add up to make Canon NP-270 a top priority function copier 
and you dont have to wait another century to own one. 


See the new NP-270 at your local Canon distributor. 


DL 22270 


CANON SINGAPORE PTE LTD For further information, please contact Hong Kong Jardine Marketing Services Ltd 
Tel 8373721 Indonesia P. T. SAMAFITRO Jakarta Tel 355521 Malaysia Mulpha Trading Sdn Bhd (Canon Division) Tel 572233 
Philippines Datagraphics Inc. Metro Manila Tel 85-50-11 Singapore Canon Marketing Services Pte Ltd Tel 273-5311 Thailand 


FMA Corp. Ltd. Bangkok Tel 235-0156 India Chowgule Industries Ltd. Bombay Tel 2026182 Pakistan Paramount Business NP COPIERS 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1984 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
|. medium puts the economic, social and political realities 
F bi Asia at your fingertips as does the Asia Yearbook. 








| NowiIn Its 25th Edition | 
The Asia 1984 Yearbook, celebrating its 25th anniver- 
| sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia 
should have on the bookshelf. 





Features 

The Asia 1984 Yearbook includes two new saci in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 
The Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Energy, Com- 
modities, Aviation, Shipping, Trade & Aid, West Asia, 
South Pacific and Asian Organisations. 

The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
, 8nd social and cultural landmarks. Each section has 


minus the m tery, 
minus the myth: 


Hard Cover: HK$180/US$23.95/£15.¢ 
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Yearboo 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 





How We Did It 
Published by the Far Eastern Economic Review, the ` 
Yearbook is the result of thousands of man-hours spent. . a 
every year. Every week, the Review's correspondents = 
provide on-the-spot reports from every major Asian 
capital. From islamabad to Tokyo, Peking to Canberra 

and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 25 years) to E 
keep the Asia Yearbook pertinent. To give you Ae 
minus the mystery, minus the myth. To give you Asia 
only the Far Eastern Economic Heview can. 











Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 
90/M/S$50.00 
For airmail delivery, please add: HK$45/USS6/E4/M/S$1 3.50 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy ‘copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for. s s. 
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A Imelda Marcos, wife of Philip- 
pine President Ferdinand Mar- 
cos, emerges from her announced re- 
tirement from public office still hold- 
ing the joint positions of minister of 
human settlements and governor of 
Metro-Manila, the focus is mostly on 
her faults. The vast, sprawling minis- 
try is described as a "government 
within the government" and her pro- 


jects involving self-help for the poor | 


are often criticised for what they do 
not do rather than praised for what 
they do. 

And it cannot be denied that the 
city of which she is governor has 
problems as great as most other Asian 
capitals. But in one corner of the city, 
there is emerging what is likely to 
be a lasting and worthwhile monu- 
ment to her and her work. This year 
the Intramuros Administration 
celebrates its fifth anniversary. 
Known as the IA to the abbrevia- 
tion-loving Philippine press, the 
administration was set up by Presi- 
dential Decree No. 1616. Its task, 
under the direction of the Ministry 
of Human Settlements, is to re- 
store and re-create the glory of 
the Philippines’ Spanish imperial 
past. 

“We Filipinos must not reject the 
heritage that over three centuries 
of Spanish rule gave us,” an IA 
member told this writer. “Just as 
Singapore feels no need to disown 
Sir Stamford Raffles’ contribution 
to its history, the Philippines 
should appreciate and learn from 
its past.” 

After the devastation of the 
Pacific War, Intramuros, the old 
walled city which was Spain's seat 
of power in the Philippines, had be- 
come an eyesore and a backwater. 
Nearly all the buildings that had 
survived the 1880 earthquake had 
been destroyed by the American 
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Casa Manila: old Spanish ties. 
| 


bombardment of the Japanese occu- | 


pation force HQ in 1945. 
Spaniards’ Fort Santiago lay in ruins. 

Only the sturdy San Agustin 
Church and convent, completed in 
1607, withstood the natural and mili- 
tary disasters. It now houses a 
museum of religious art, in accord- 
ance with one of the first plans of the 
IA. In a few years, it is hoped, the Au- 
gustinian order which administers 
the church will have a significant 
local congregation to share with the 
rebuilt Manila Cathedral three 
blocks away on General Luna Street. 
For a major IA responsibility has 
been to plan the zoning and develop- 
ment of the walled city, to make it a 
living museum and a showplace of 
Mrs Marcos’ “beautification” cam- 
paign for the whole of Manila. 

Apart from restoration work on 


The | 





Intramuros' almost three miles of 
ramparts, the IA has got into the con- 
struction business. The Barrio San 
Luis Complex, built opposite San 


Agustin Church, is a street-hugging | 


line of three houses that represent 
different periods of the city's history. 


According to an IA spokesman, | 


another five houses are planned when 
funds are available. Previously dere- 
lict land owned by a Barcelonan 
family, the San Luis site is now state 
property. The largest house built on it 
is Casa Manila, a three-storey town- 
house of the 1850s period. Its neigh- 
bours are a smaller home in the style 
of the 1650s, and a re-creation of an 
1891 house that actually stood out- 
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side Intramuros in what is now the 
red-light district of Ermita. 


asa Manila is effectively a 

museum of antique furniture and 
furnishings. Neglected or long-for- 
gotten Filipino crafts have been re- 
vived — for instance, the weaving of 
delicate jusi (banana-leaf fibre) fab- 
rics — and an English furniture re- 
storer has been brought over. Open 
since September 1983, the house is 
popular with school parties discover- 
ing how the wealthy lived in the good 
old days of Intramuros. 

For centuries, from the Spanish ar- 
rival in 1571, natives were not al- 
lowed to live in the 64 blocks of the 
“forbidden city” of Intramuros. Until 
1852 the city gates were slammed 
shut at 11 p.m. for five hours — ser- 
vants and coachmen were the only 
natives who could stay in what was a 
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After the 1880 


ghetto. 
earthquake the Spanish governor- 
general deserted crumbling Intra- 
muros. He moved up the Pasig river to 


medieval 


the suburb of San Miguel, to 

Malacanang — to a palace now the 

presidential home occupied by the 

Marcoses. 

Intramuros had been the centre 
of the Philippines for three cen- 
turies. The Spanish started to build 
permanent fortifications there in 
1580, on a site that had belonged to 
Malay rulers. Other than for a two- 
year period (1762-64), when a Bri- 
tish naval expedition took control 
of Manila, Intramuros maintained 
a Spanish lifestyle. But the shabby 
gentility of late 19th-century 
Intramuros turned to decay during 
the 20th-century American occu- 
pation. 

Casa Manila recalls the golden 
age of the mid-19th century when 
any self-respecting Philippine 
aristocrat flaunted his wealth and 
taste as extravagantly as any 
Renaissance prince or English Vic- 
torian millionaire. A restaurant in 
the 1650s house, run by Mala- 
canang's favourite caterers, offers 
the modern elite a menu of Catalan 
specialities, while humbler visitors 
can enjoy Filipino snacks in a patio 
cafe. 

Although some Manila commen- 
tators regret that Mrs Marcos has not 
yet found time to build a proper Na- 
tional Museum, most admit that her 
Intramuros projects have at least 
given Filipinos a place of some 
beauty to visit and talk about. Con- 
sidering that their ancestors were not 
even allowed inside the walled city, 
sentimental nationalists may feel 
that an extravagant re-creation of a 
past extravagant age is justified. 

There is, of course, criticism that 
this project, like so many others of 
Mrs Marcos, such as the huge arts 
centre on the Manila seafront, does 
not directly help the poor. But there 
are many others who feel that the 
stimulation of national pride is also 
important in nation-building. And IA 
workers feel that their project is cer- 
tainly one to make Filipinos feel 
proud of their heritage. — BARRY GIRLING 
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Ashley Wright (Assistant) sense of deprivation and frustration 


and their poor representation in im- 
portant institutions such as the armed 
forces and civil service and their lack 
of opportunities in education. . 
Your report, however, did not pro- 

| vide an in-depth analysis of the situa- 
‘tion. As a Malay graduate and one con- 
^cerned with the plight of my people, I 
feel that you failed to fathom the real 
‘Malay feeling towards n 10 be Malays i in 
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Thirdly, Islam, the faith of the 
Malays, is being discouraged and 
genuine Muslims — perjoratively de- 
scribed as fundamentalists and ex- 
tremists — have been arrested from 
time to time on the charge of engaging 
in anti-national activities. This is in- 
tended to confine their faith only to the 
mosque, a practice first pursued by 
colonialists but one which is clearly 
| against Islamic tenets. 

Finally, deliberately forcing Malays 
to abandon their traditional kampungs 
and move to the housing estates meant 
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are the majority. The dearth of Malay 
opposition candidates must be seen in- 
this light. 

The Malays must be slowed to de- 
cide their own values and preferences 
so long as this is done peacefully. This 
includes the right to live as Muslims. 
and the right to choose their own peo- 
ple to run Islamic affairs in the coun- 
try. And the government.and all non=- 
Malays should, once and for all, stop _ 
labelling Malays as “backward” sime 
ply because of their low economi 
Status. ^ The Chinese quest 
materialism at all costs is certain! 
in conformity with Islamic p 
Garrickville, NSW 
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rights ud dlivelihand should at at ! - 


acceptable to th 
assed the "Lobo m 
tion," which le zally established t 
right ofthe Legis ative Council (Lege 
to debate any proposed settlement, iti 
hoped that Legco members will actual 
ly be prepared to reject (if not veto 
such an agreement if necessary. 

Meanwhile, though Hongkong is 
strategically helpless, its people should. 
exercise the resolve touse their econo 
mic muscle: to withhold their 9075 ine - 
vestment in China's 14specialeconomic . 
zones, retard Deng Xiaoping's moders: 
nisation programme and thus undéer- 
mine his succession plan. Communists: 
can.only be persuaded by necessities. A 
realistic foretaste of Hongkong's col- 
lapse might do more good to China's. 
decision-makers in the long run th 
misleading, ingratiating niceties. With 
the able emigrating and the hopeless 
doomed to communist rule anyway, 
Hongkong has nothing to lose. 

As for Britain, despite its Faiklan 
victory, its world stature is simila 
the Vatican "morality" wi 
teeth. In its handling of the Hor 

| ke is what remai 
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The ASIAN DEVELOPMENT BANK, an international financial institu- 
- tion based in Manila, Philippines, was established in 1966 to lend funds, pro- 
mote investments, provide technical assistance to developing countries and 
to foster economic growth in Asia. Forty- -five countries are members, 31 from 


á a winding c dpbiortunity to a highly qualified and exper ienced pr fessional. 


.. The position has overall control and management of the Division responsi- 
.. ble for accounting, financial analysis/reporting and related. accounting func- 





| international. monetary system, acco abl principles and data processing 
techniques. It coordinates with Ko Office of Computer Services in systems 
. analysis and. design for data proc 'g of accounting : systems. . | 
. . Candidates should have a CPA or CA with extensive experier 
B  vising overall accounting. and finan ial. reporting functions o of large and com- 











- and/or government or quasi-governr 








" > computerized accounting systems, together with fluency in written and spo- 
ken English, are essential. The position will be based in Manila and involves 
X. some international travel. | 


qualifications and experience, plus fringe benefits such as housing, educa- 


fessional staff are normally free of Philippine tax as well as taxes. in the. 
member's home country. 


-quested to send their resume, including: present salary, quoting 4 REF. NO.: 
^ R * 


; tions of the Bank. The Division maintains current knowledge of changes inthe - 


plex organizations. Experience in international t banking, financial institutions - 
m perations would be a distinct ad- 
.. vantage. Knowledge of current accounting standards, practi ces, and proce- —— 
- dures and practical experience working with and specifying p procedures for | 


Interested persons who have not previously dail for this position a are re- 
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An attractive salary, range US$55, 000- $67, 000 annuali depending on... 


tion, dependency and settlement allowances, among others. Salaries ofpro- | 












sovereignty over the "ceded" island. 
Notwithstanding the Sino-British 
duet erecting optimistic facades about 
the future, history shows that bloody 
repression inevitably follows . com- 
munist takeovers. The Hongkong peo- 
ple should squarely face the facts now, 
instead of dreaming for an exception. 





The only way: to save this unique-- 


ly successful society seems to lie in the 
search for, and purchase of, another 
nun Nd d island. to: start, all 


y^ still time of perle anis f pro 
melico, business and social 





ethnic Chinese i in due. course wil be 


sulted. T M a eludes some $2. 5 million 


holders of E British passports, | 
Hongkong have been told time and 
again that the social, economic and 
legal systems: in post- -1997 Hongkong 
will remain unchanged. We take it on 
trust, as we must, that every effort, in 
fact, will be made to give effect to these 
assurances. We feel, nevertheless, that 
the assurances have been given in 
over-generalised terms. 

In Hongkong the recognition of cer- 
tain fundamental rights accorded by 
our social, economic and legal systems 
to the individual underpins the way of 
life that we dearly.value. With the view 
to making this better known to those 
who live in a society totally different 
‘from ours, whose legal concepts are 
radically: different’ from ours and 
whose understanding of the meaning 
of the rule of law may not be identical 
to ours, we set out some of those rights: 
» Social System: freedom of thought, 
conscience and religion and freedom to 


express them; the right to be educated 


according to one's philosophical and 
religious convictions; freedom of as- 
sociation; the right to be informed of 
! sin Hongkong and r ther 












» Economic System: the right to 
choose and follow one's own vocation 
or trade; the right to keep the fruits of 
one's labour; the right to peaceful pos- 
session, enjdyment and. disposal of 


es purchased ‘under 
the: nei of continued British 


1997, dt means. that. some.5. 5 m ‘Ilion | 
. Hongkong. E 





one's assets in and outside Hongkong. 
* Legal System: no person or organi- 


sation to be above the law; no penal 
laws to be retrospective; no interfer- 
ence with vested rights; presumption 
of innocence until proven guilty; free- 
dom from arbitrary arrest and deten- 
tion and the right to bail; the right to be 
informed of charge; the right to remain 
silent and the privilege against self-in- 
crimination, the right to trial within a 
reasonable time in public by an inde- 
pendent judiciary and the right to call 
witnesses; the right to be legally repre- 
sented by a private lawyer; the right 
not to be tried more than once on the 
same facts; the right to appeal; the 
right to be heard i in any matter affect- 
ing the person, his property, status or 


|| rights; the right to challenge any act or 


omission on thepart of the authorities. 
If the repeated assurances as to 
“non-changes” in. post-1997 Hong- 
kong are to have the intended effect of 
bolstering the confidence of Hongkong 
belongers like ourselves, then let offi- 
cial recognition of these fundamental 
rights be published at an early date, 
and a place be found for such recogni- 
tion in any document. embodying our 

future constitution., RN" 

| (ignea by 10 Hongkong 
belongers) 








THE HONG KONG STANDARDS AND TESTING CENTRE, an e 
tablished, independent and internationally-recognized | laborator 
providing professional testing, certification and related services, 
invites applications for the post of DIRECTOR, to take over the. 
technical direction and overall management of the Centre. | 


Candidates should have degrees/higher degrees in engineering 
or science and a fellowship or membership of a professional 
organization. They should: preferably be bi-lingual in English and 
Chinese, and have at least five years proven experience at senior 
management level in the technical, administrative and commercial 
aspects of consumer product standards, testing, quality assur- 
ance and laboratory accreditation. 


The emoluments of the post are HK$33,100.00 a month (inclusive 
of housing allowance), and other benefits include a non-contribu- 
tory provident fund, medical subsidy and four weeks annual leave. 


Applications, in confidence, giving full details of education, qual- 
| Bie age and previous. experience, toge ! 
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a complete ima 


as Muslims in. many foreign & 
tries. 
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ed their sect “from: the Muslim 
ommunity at the turn of the century. 
ontroversy over the Ahmedi heresy 
read when the Ahmedis began send- 
ing proselytising missions abroad and 
established preaching centres in Af- 
ica, Europe and the Americas. They 
re declared non-Muslims in many 
uslim countries. 
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amendment resolv | 
century-old controversy. But the con- 
sequential legislative and procedural 
enactments were delayed until now 
and so the Ahmedis felt free to pose as 
Muslims and pursue their activities in 
a manner prejudicial to the Muslim 
community and likely to create confu- 
sion. Therecent presidential ordinance 
seeks to remove this lacuna and ano- 
maly by prohibiting the Ahmedis from 
conveying false impressions about 
themselves and their faith by misusing 
Islamic terminology. s 

The new law, however, heither for- 
bids the Ahmedis from practising their 
own faith, nor curtails their rights asa 
minority community in Pakistan. They | 
continue to enjoy the same rights and 


legal protection of life, honour and 


property as available to other minority 
communities and fully guaranteed in 
all constitutional documents produced 
since the creation of Pakistan. 
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The 'new i Malays’ 


I read with interest the letter from 


'S.Y.T.' [28 June] about the deteriora- || 


tion of the Malaysian state of Sabah, 
due to the influx of the Suluks. It is the 


wont of most naive citizens to blame - 


new immigrants for whatever ails their 
"home country," and never to give cre- 
dit to thelatter even when credit is due. 
In the past, the introduction of drugs 
and influence-peddling had been attri- 
buted by the Filipinos to the Chinese in 
the Philippines; some Germans blame 
for. sloppy 
workmanship; Canadians point a 
finger at immigrants from East Asia 
for high unemployment, gang wars, 
even traffic accidents. And, like 
‘S.Y.T., the locals resent the facilities 
governments build for new. immi- 
grants. | 

The Malaysian Government, like 


‘most better-informed Malaysians of 


Malay origin, know that Sulüks are 
Malays and have been known to be ill 
at ease with imposed national bound- 
aries in the territories that tradition- 
ally belonged to them. Although this 
fact should not.give them licence to 
break Malaysian laws, it may help 
'S.Y.T. and his ilk to understand tlie 
government’ S stance on these "new 
Malays." 
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The call of the South 


The article on Indian cinema in your 
FOCUS on Asian cinema [3. May] fo- 


cused too sharply on. Hindi (and to 
| some extent Bengali) cinema. South, 

India produces films in Tàmil, Telugu, 
Malayalam and Kannada which are 
popular even in northern India BOE 
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The Chinese in Malaysia traditionally have been a 
source of wealth and economic power. And since 
the introduction. of the New Economic Policy 
more than a decade ago the bumiputras — 
mostly Malays — have been steadily increasing 
their share of the economic pie. But the country's 
Indian community, representing some 11% of the 
! population, feels left out in the cold. Although a 
good number of Indians are professionals or gov- 
ernment servants, the majority work as road 
‘labourers or on the oil- -palm and rubber estates, 
a : and are among the most deprived in the commu- 
city. jamos Clad and Suhaini Aznam in Kuala Lumpur report on the Ma- 
laysian Indians- and on what is being done to improve their lot — par- 
“ticularly by the Malaysian Indian Congress through its new investment 
. vehicle, Maika. Meanwhile, The 5th Column describes the inner feel- 
n Vala sian Indians. Pages 22-30. oo 
illiam Kno: 
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dochina — and a more positive | 


ev Zealand gets a Labour gov- | 
ernment — which immediately de- 

alues the local currency. 

: | Pacific rim. 
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Foreign Minister Bill: 


“visit to Hongkong does nothing to 
allay the- territory's fears, and 
plans for more democracy are | 
something: of a damp Squib. | alye conference. 
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A newspaper merger in Singapore 
‘looks like a shotgun wedding — 
‘with the government holding the 
“gun. 


| Pages 1 13-14 

The Malaysian cabinet is- reshuf- 
| fled, with businessman Daim 
“Zainuddin | emerging. as a rising 
star. MEC 
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"Kim Hong Ha, one of 
h Korea's three field- 
iy commanders, and four of 
aides including Brig.-Gen. 
ng Yun Yong, were killed on 
| July when their helicopter 
ashed during a military 
ercise south of Seoul. The 
era: | was thought to be due to 


eavy rain. Kim was the high- 
ranking army officer kill- 
(d on à military operation in 
youth Korea's history. 
Lieut-Gen. Oh Cha Bok, 
ce-chief of staff, has been 


_ Oh's position has been 


Gen. 






u ity Command: has bien 
laced by Lieut-Gen. An Pil 
ii — SHIM MET HOON 









recent cases have under- 
the severity of Malay- 
rug laws, under which 
ple ave been executed 
..On 12 July, two 


w 










three children — were 
nced to death for 
essing 4124 gm of 







ana, while in February - 
i farmer received. 
entence for having . 








Inder a 1983 amendment to 
aysia's Dangerous Drugs 









Ory” 
ed of possessing 200 gm or 
-of marijuana, since.this 
mount is taken às presump- 
on of trafficking. — JAMES CLAD 


ton Punjab 
a whitewash 














rned out to be a damp squib, 
n ed immediately by the 

















| terest to divulge information 


Visibility caused by 


inted to succeed Kim, 


| by Lieut-Gen. Choe Se. 
g. Meanwhile, in a quiet 
iffle Pak Chun 
“commander of... the | 


-are plans to extend manufac 
. ture to the MiG27. 
sian Indian plantation | 
rs — a young couple | 


_ Sentence is 
anyone "Con- j 


i - anxiously awaited Indian. 
: overnment white paper oñ 
unjab, published on 10 July, 


on this aspect of terrorism 
in Punjab.” It asserts how- 
ever, that “high authorities 
abroad” have spoken of the 


possibility of the illegal inflow - 


of arms into India and. adds 
that the influence of “external 
forces with a deep-rooted in- 


terest in the disintegration of 


inaia became evident.” , 
— SALAMAT ALI 


indian Mirages 

fading away 

India has decided not to take 
up an option to assemble 
French-designed Mirage 2000 
fighter-bombers under li- 
cence, much to France's disap- 
pointment. 
tracted to buy 40 of the air- 


craft with the option to assem- | 
ble 10 more itself. While deliv- 
ery of the ready-to-fly fighters 
is to start soon, the assembly - 
| option was allowed to expire 4 


on 30 June. 
India will 


been making the latest version 


of the MiG21, has bought 


manufactured MiG23s, 25s 
and 27s and has been offered 
the yet-to-be-produced ad- 
vanced MiG29s and 31s. There 





South Korean poles have re- 
leased nine members of the 


Opposition following . over-. 
night questioning after they. 
were picked up distributing 

leaflets _ 
| launching of the Consultative. 


announcing the 


Committee for Promotion of 


Democracy (CCPD), a new op- . 
position coalition (REVIEW, 121 


July) led by exiled leader Kim 
Dae Jung and Kim Young 
sam, former president of the 
banned New Democratic 


Party. 


The CCPD has also had 
trouble finding an office after 
one landlord, apparently 
under police pressure, sud- 


"denly cancelled a rental con- 


tract. Meanwhile, Kim Dong 


"Yong and Kim Dok Yong — 
two well-known opposition 


figures — were denied pass- 


-| ports and therefore could not 
attend the United States 
.| Democratic Party convention. 
in San Francisco, to which | 
they. had been invited. These. 
:pgevelopments indicate Presi-_ 


QAP to go public 


India has con-. 


continue to 
manufacture only Soviet MiG. . 
fighters under licence. It has | 








—MOHANRAM | cz 
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via takeover 


Brunei's royal-family-affiliat- 
‘ed QAF Holdings will seek its 
public listing on the Singa- 
pore ànd Kuala Lumpur stock 


exchanges through a takeover 
of Ben & Co., a listed Straits 
Steamship subsidiary, rather 


: than by, direct offer of new 
shares às expected. The move 


assures QAF a listing on both 
exchanges, rather than just 
Singapore's, and removes the 
risk of an embarrassingly poor 
reception in the current bear 
market. Food-based Ben, 
which has sustained losses in 
all but one year since 1979, 
was nonetheless the target of 


takeover bids by such conten- 
ders as Fraser & Neave and. 
Emporium Holdings. 


almost 9%. 


_ Eager as Straits Steamship 
has been to jettison its 66% 
stake in Ben, Steamship’s par- 


ent company, the Singapore 


| Government—controlled Kep- 
pel Shipyard, retains a sizable | 
stake - — an attractive link for - 
= Singapore's - state’) g 
‘recently teamed up with the 
| smaller but rapidly growing 


s. But even as new 
equity ties between the two 
countries were emerging, 
Brunei was preparing to cut 
its foreign-exchange 


` = LINCOLN KAYE 


US i may impose quota 


on steel imports 


States Interna- 
tional Trade Commission 
(ITC) has. recommended the 
imposition of a quota and the 
raising.of tariffs. on US steel 
imports. This follows the June 
ITC ruling in favour of the 
complaint by Bethlehem Steel 


“Corp. and the United Steel- 


workers Union that steel im- 
ports were hurting the US in- 
dustry. Now the ITC has pro- 
posed that the import of vari- 
ous types of steel be restricted 
to 6-31% of total US con- 
sumption, as well as recom- 





mending formulation of an in- 
| dustrial policy for steel that 
_ would include the lowering of 
 wagesi in order to make the US 
| gat! Wero ie 

t 


the strong sup- 


| arrangement. 


QAF's.| 
offer of nearly S$80 million 
.(US$37.4 million) reportedly 
tops its nearest challenger by | 


links | 
with Singapore and peg its | 
Currency instead to the US 
dollar, according to the semi- 
:official PONEO Bulletin. 


sector 


| discouraged. by 
dopt 









E Reagan may find it} ard tore- 


ject the ITC recommendation 
— which, in any event, the US | 
Congress could enact into law | 
if it saw fit. Japan, which has 


voluntarily kept its steel ex- 


ports to the US below 5-6%, is 
unlikely to be affected by any 
that Reagan 
might ‘propose, but South 
Korea and Brazil, both major 
Third World steel exporters, 
may be asked to impose "vol- 
untary" quotas. —NAYANCHANDA - 


Another Australian bank 
buys into broking 

Westpac Banking Corp. has 
completed the round of pri- 
vate Australian trading-bank 
moves to link with stockbrok- 
ing firms, with confirmation 


of the widely touted Westpac- 
Ord, Minnett union. Westpac 


acquired 50% of the major 


| Sydney-based broking | firm. 


Of the major trading banks, 
only the government-owned 
Commonwealth Bank has 
opted to stand back from 
rushing to take advantage of 
deregulation and. buy into a 
broking firm... 

The National | Australia 
Bank joined forces with the 
Melbourne-based A: C. Goode 
'roupand the ANZ Bank more 





McCaughan Dyson.. Brokers 
have mixed feelings about af- 
filiating with a bank — those 
who have done so see the link 
as a short path to.a. substan- 
tially expanded capital base 
which will facilitate the great- 
er degree of priricipal dealing 
they believe will become the 
norm in the new, more com- 
petitive environment. Others 
feel close links with: a bank 
could bring a conflict of in- 
terest. = EDNA CAREW 


Perkins pulis out of 
indonesian engines deal 


Perkins Engines of Britain has 
decided to pull out of a pro- 
posed US$57.6 million joint 
venture in Indonesia to build 
60,000 non-automotive diesel 
engines a year. Thegiant plant 
was to have been. located in 


-Cilegon, “West Java, near the 


country's only. integrated steel 
complex. News of the pullout 





will enel to the c criticism 





(both 
domestic and foreign) is being 


investment - 
















_A division of Kumpulan Guthrie, | Pakist 
a Malaysian plantation-based 
conglomerate, is continuing to 
develop commercial links with 
Vietnam. A 1982 contract with ^ | 
. Vietnam's Natural Rubber | 
. Agency for rubber-processing 
, equipment and related training, 

valued at US$860,000, pleased 
. both parties, despite the 
Malaysian authorities' refusal to 
-allow Guthrie to fulfil one of the 
“contract's provisions: the 
training in Malaysia of scores of 
Vietnamese technicians. At the 

_ end of 1983, two senior | 
Vietnamese rubber researchers 

|. attended a Kuala Lumpur . 
„meeting of the International 

* Rubber Research and © TN 

- Development Board, after which 

"the researchers travelled around 

' the country by Guthrie helicopter. 
together with the Vietnamese 

. Embassy’s No. 2 official. . 

.. Negotiations for another contract 

are proceeding: in June, Guthrie. 
officials met the directorof 

Vietnam's Trade Office in 
Singapore for further 
discussions. ` | 


extremists who s an In 
"Airlines passenger aircraft and 
forced it to fly toLahoreon 5 July, 
they even barred him from the 
control tower at the airport from 
where Pakistani authorities 
conducted the bargaining. The 
ambassador had rushed from 
Islamabad to Lahore after 
hearing of the hijack, which 
ended with the surrender of the 
hijackers and the safe release of 
the 264 passengers and crew. 





























.. President Babrak Karmal was | C 
*“wymoured to have been wounded in a | 
shootout in Kabul during a fight between | ter 
"two cabinet ministers, Western diplomats | give 
“in Islamabad said (17 July). — 27 lj eabi 


- BANGLADESH eo eode 
4í^ The chief election commissioner an- | — 

‘nounced that parliamentary elections | de: 
-would take place on 8 December (12 July). 
















<2 President Samora Machel of Mozam- | | 
bique arrived on an official visit (17 July). | PAKISTAN | 
(muc e Military authorities have charged 41 


;HONGKONG | people with conspiring in 1980 to over- 


. The British minister with special re- 
sponsibilities for Hongkong, Richard 
Luce, arrived (12 July). 


Troops arrested 2,000 Sikhs in Amritsar 

to stop’a planned march on the Golden 

Temple (14 July). Police arrested 14 more 
-marchers in Amritsar (17 July). 


throw the government with Libyan help, 
legal sources said (12 July). 

The government sent troops toits north- 
ern border. with Irian Jaya to launch a 
major operation against anti-Indonesian 
rebels (11 July). | 


More than 20,000 people held a demon- 
stration near the presidential palace in 
Manila.protesting against high prices, 
es-Philippine ties and police 
nment's key witness 
iquiry of Benigno 
neart condition (13 July). 

d Marcos donned bat- 










.., United States Secretary of State George 
.. Shultz held talks with Indonesian Foreign 

„Minister. Mochtar Kusumaatmadja in 
-Jakarta (11 July). |... — zu 



















| 
| 
| 
known that Indonesia, d: 



























whether or not it actually has 
facilitated the trade. The 
government feels Pernas ha 

little to push Malaysian sale 
China and wants Malays 


jn 





now stands 1:1.7 in China's 
favour. 


OF RICE AND RENMINB! 
Thai rice exporters are d 
because the Indonesian 
Government, an Asean partner, 
has this year turned more to: 
Taiwan — and evercovertly t 
China — to make up the count 
shortfall in rice supplies. ` 
Indonesia has traditional 
looked to Thailand as its m 
supplier of rice, along W 
Pakistan and other fr 
exporting countries. ` 
are reported to be & 
the Indonesians should : 
China and Taiwan. Iti 






































absence of diplomati: 
trades with China via Hon 
and sometimes through: 

Singaporean middlemen. 









tle fatigues and directed soldiers fis 
against communist rebels (14 July) 


Journalists protested at the ann 
ment that two rival publishing gi 


would merge (12 July). 
SOUTH KOREA 


An army field commander and fo 
other men were killed in a helicopter cera 
(12 July). The recently formed coalition 
government critics, the Consultati 
Committee for Promotion of Demogr 
said it was prevented by police from ope 
ing an office in Seoul (14 Jul. : 


Tamil separatists have started a cam 
paign to kill low-caste Hindus bee 
they oppose a separate state for Tamils 
| the national security minister said ( 
July). : 






















































Police said they had arrested a univ 
sity lecturer and a senior new 
editor for suspected commufiust act 
(12 July). 



























y Colin anion. in Wellington 


a rime Minister-elect David Lange 
| y had little time to bask in his vic- 
tory at the polls in New Zea- 






hours of defeating Prime Minister 
* Robert Muldoon, he was con- 
inted with his most difficult foreign- 
policy issue — reconciling his Labour 
Party's anti-nuclear stance with the 
nited States' insistence on visits by 
ts nuclear-armed and -powered war- 

ships — and had to wrestle with a de- 


+ 


itating run on the New Zealand dol- 











uation on 18 July. | 
th kee M ) at a constitution- 





ount was mad official, E 
July. Until then Muldoon's con- 
tive National. Party remained the 
vernment. 

he immediate problem was the cur- 
Cy. The country's overseas reserves 
i been seriously run down the day 
ie announcement of the election 
land's first snap election i 












rgency call on New Zealand's spe- 
wing rights at the International 
tary Fund that weekend. 










ame to expect the election of a 
ir goverhment, fears of a devalu- 
'ose, and a second run sucked out 
to NZ$800 million (US$496.9 mil- 
n)in thetwo days immediately prior 
o polling day, according to financial 














e fears were justified. Although 
ts official election propaganda did not 
iention devaluation and though 
our’s spokesman on economic af- 
airs, Roger Douglas, denied that a 
abour government would devalue in 
month or two after the election, the 
arty had frequently talked of devalu- 
(n as a means of reducing distor- 
ions in the internal economy and re- 
lucing overseas borrowing. 
During the election campaign, 
bour made much of the foreign. debt 
yhich, it said, had risen from NZ$2 
lion in 1975 — when the last Labour 
vernment left office — to NZ$17 bil- 
n. This, Labour pointed out, was in- 
eased by a loan of NZ$660 million, 
aised during the campaign. Muldoon 
d insisted that the dollar was. cor- 
e ly valued and that. the debt was 



















and’ s snap election on 14 J uly. Within. 


lar; which culminated in a 20% de- 








— on 14 June, prompting an 


n, as the election approached 
he business community increas~ 


Muldoon maintained this stance on 
16 July after the Reserve Bank had fro- 
zen foreign currency transactions the 
previous day and after the governor of 
the Reserve Bank, Spencer Russell, 
and the secretary of the treasury, Ber- 
nie Galvin, had jointly advised Lange 
to devalue. Muldoon went on TV to say 
that technically the dollar was cor- 
rectly valued and that he had advised 
Lange to join him in a statement that 
the dollar would not be devalued. 

Lange angrily rejected this and 
charged that Muldoon was “actually 
committing: economic sabotage” and 
was “misrepresenting the position.” 
The rest of Muldoon's cabinet shared 
his view that constitutionally the out- 
























































Lange: immediate problems. 
going leader should do the prime 
minister-elect's bidding and threaten- 
ed to resign en masse, bar one, to force 
his hand. There was also discussion at 
a high level as to whether Governor- 
General Sir David Beattie should dis- 
miss Muldoon. In the event, the Na- 
tional leader climbed down on the 
morning of 17 July, offering to approve 
a devaluation of whatever amount 
Lange recommended. 





















he eventual 20% devaluation was 
accompanied by the removal of 
. interest-rate controls and the im- 
. position of a three-month price freeze 









Lange complain 
for ke 





to go with a wage freeze that was in: 
place under the outgoing government. 1 
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had ignóred departmental advice to 
devalue by at least 15% and had re- 
fused to allow the closure of the 
foreign-exchange market.on.13 July, 
the day before the election, when the 
outflow of foreign funds was dramatic. 

Longer term, it is the anti-nuclear 
issue which may prove most difficult 
for the prime minister-elect. His party 
has repeatedly passed resolutions at its 
conferences calling for New Zealand's 
withdrawal from the. Anzus treaty, 

which links Australia, New Zealand 
and the United States. Only by the 
skilful footwork of former Labour 
prime minister Sir Wallace Rowling at 
Labour's 1982. conference was this 
toned down to a commitment to review 
the treaty to emphasise economic 
and political matters and to ban 
nucléar-armed and -powered war- 
ships from Néw Zealand waters. 

This had not satisfied the US, 
which insists that visits bv 
the warships 
the treaty. Even 
campaign. US Ambassador 
roe Browne took the rare — 
and surprising — step of issuing 
to the media a transcript of a 
speech by US AssistantSecretary 
of State for East Asian and 
"Pacific Affairs Paul Wolfowitz. 
underlining Washington’ s stance. 
Not surprisingly, the Labour 
Party complained at this breach 
of the diplomatic. etiquette that 
foreign governments do not in- 
tervene in elections. 

By coincidence, the .annual 
meeting of the Anzus council was 
scheduled for 16-17 July in Wel- 
lington, Lange made a special 
trip to Wellington from his Auckland 
home for a brief, public and inconelu- 
sive meeting with US Secretary of 
State George Shultz when he arrived 
on 15 July. He also had a private meet- 
ing with Shultz on 17 July. But Lange 
did not attend the Anzus talks, at 
which New Zealand was represented 
by outgoing Foreign Minister. Warren 
Cooper and outgoing Defence Minister 
David Thomson. 

shultz had said in Canberra before 


are^ integral to 
during the 
H. 







leaving for Wellington that he hoped 
the Labour victory would pose no 


greater threat to Anzus than the Aus- 
tralian Labor Party's win in March 
1983. The government of 























visits were integral to the treaty. 

The holding of the. Anzus council 
meeting before Lange takes office 
gives a year for some compromise to be 


worked out before the Anzus parties | 


next meet. And Lange is himself pro- 
American, having argued unsuccess- 
fully within. the party for at least nu- 
clear-powered ships to be permitted 
entry to New Zealand ports and for the 
ban to apply only to nuclear arms. But 
the Labour Party is in no mood for 
compromise. Most party activists 
argue that agreeing to a "review" in- 
stead of leaving Anzus is itself com- 
promise enough. Party president Jim 
Anderton, newly elected as an MP, said 
on TV on 15 July that the ban was 
"non- negotiable." Lange's room for 
manoeuvre is strictly limited. 

Anzus apart, the new government 


can be expected to make no radical. 


changes in foreign policy — though it 
will close the South African Consulate 


in Wellington (New Zealand has no. 


representation in South Africa) to 
underline its anti-apartheid stance. 
The outgoing government has been 


gradually placing more emphasis on - 


. Asia and less on Europe and was seek- 
ing cooperation with East Asian coun- 
tries, particularly those of Asean, 


. Whose lead in Indochina policy New i 
^ Zealand followed closely. i 


ange, who will take the foreign 
affairs portfolio, is likely to 
accelerate the switch of em- 
phasis, but not dramatically. The main 





. early move will be the re-opening of - 
- the New Zealand High Commission in - 





: India, closed during a cost-cutting 





that India is not only an important po- 
tential trade partner, but is also a vital 
link with Asia and less-developed 
. countries. The new government is also 
likely to open at least one post in Af- 
rica, probably oil-rich Nigeria, an area 
neglected diplomatically by the out- 
going government. 

But the government will also be cost- 
conscious. Lange's campaign was de- 
void of spending promises and he 
warned constantly against any expect- 
ations of government largesse beyond 


urgent help to the least well-off, who - 


have suffered during a two-year wage 
freeze. Lange several times warned 
better-off groups of workers that their 
wage increases would have to continue 
to be restrained. 

Restraint is necessary not only be- 
cause of the debt-servicing problem, 
but.also because of a high budget de- 
ficit. And senior party managers — 


go BOUES aware that the past. two | m 
1957. 


3 its, elected an 





Wellington the US insistence that ship - 


| scheduled to begin o 
replacements 


T ei in 1982 to make way fora new | 
“postin Mexico. Labour has maintained | 










mined to present themselves as respon- 
sible economic managers when they go 
to the polls seeking re-election. 
Labour's m&rgin of 56 seats in the 
new parliament to National’s 37 and 
the Social Credit Party's two, is less 


solid than it seems. A relatively high. 


12% of the vote was won by a right- 
wing splinter party, the New Zealand 
Party, and, grew out of disaffection 
with Muldoon's highly interventionist 
style of financial management. Many 
voters who plumped for the New Zea- 
land Party this time may well go back 
in large numbers to National if Mul- 
doon steps down as party leader. 
Muldoon announced flatly on elec- 
tion night that he intended to stay — 
and return as prime minister in three 
years. "There is no other leader of the 
opposition in the parliamentary Na- 
tional Party. That'sthe plain fact of the 


matter," he said, insisting that there 


was no one in the parliamentary party 


who wanted him replaced. 


In fact new MP Doug Graham of the 
Auckland seat of Remuera called for 


Muldoon's removal on TV on 16 July, 


and others privately supported the 
call. Moves began shortly after the 
election to challenge him, and the 
would-be coup leaders would prefer to 
do so before. the. party conference, 
27 July. Possible | 
rge Gair, some- 
tesman much re- 






thing of an elder sta 


spected throughout the party, 39-year- | 







old deputy Ji 
March, and h 
going Labour Min | i 
outgoing Energy Minister Bill Birch. 
The big loser in theelection was So- 
cial Credit, which obtained only 8% of 
the vote and lost its leader, Bruce 
Beetham, whose seat was re-taken by 
National. But. Social Credit main- 
tained its tally of two seats in the house 
by winning the Auckland "mortgage- 
belt" seat of Pakuranga from National 
to.go with its other — and similar — 
seat of East Coast Bays, held since 1980 
by deputy leader Garry Knapp. Social 
Credit won 21% of the vote in 1981. 
Labour is committed to little, having 
fought the campaign with the vague 
notion of "bringing New Zealand to- 
gether" and offering only generalised 
ideas as to-how it proposes to run the 
economy. That gives maximum free- 
dom of manoeuvre to Douglas, who is 
likely to aim for a more market- | 
oriented economy, especially in 
monetary affairs. Labour has endorsed 
last year's Closer Economic Relation- 
ship free-trade agreement with Aus- 


McLay, elected in 
Tope itors 1 then, out- 








| tralia and the general move — begun 


by Muldoon — to dismantle import 
| euer f it is nd to give 












| ment have been decided, l y 
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HONGKONG 


Britain tikes a parda stance i 
as the talks deadline nears, 
but there are still worries 


By Emily Lau and Philip Bo: wi 


ritish Foreign Secret fy 

frey Howe is to visit P. 
31 July to iron ditfer: 
Sino-British ag ement 
kong's futur 
Hongkong before ahd after 
trip. Sources close to the ta 
principles to be included . 





ences still exist over how detailec 
should be. 
Howe's planned second visit to i 
king in three months seems to t 
that the negotiations are in their: 
phase. Reliable sources from Lon 
confirmed that an agreement wi 
initialled in September, the dead 
set by the Chinese for a joint acco 
The London sources say that theag 
ment may not meet with universa 
proval in Hongkong and that th 
mosphere in Hongkong may rema 
tense. 
However, the sources also sayo 
tain has been taking a firmer stanc 
the talks than some Hongkong sourci 
suggest and that Britain will have 
take local opinion seriously if there 
generally negative reaction to 4 
ever is agreed. Although the dange 
non-acceptance would be high, 
are also high risks in signing a d 
ment that does not inspire confid 
locally and thus threatens an ų 
trollable downhillrun for the ter 
On 18 July Howe revealed in tf 
tish House of Commons that th 
SEFee mel y wouid be published 


















their implications. 

A special office directly under Gov- 
rnor Sir Edward Youde would be set 
in Hongkong to “collate and assess" 
lic opinion. A small independent 
m would be appointed to monitor 
work of the office. The objective of 
e office, Howe said, is to provide the 
tish Government and Parliament 
vith an accurate analysis and assess- 
ment of the Hongkong people's reac- 
jon before they decide whether to au- 
horise the foreign secretary to sign the 
raft agreement. 

Howe also ruled out the possibility 
Of a referendum. He said due to the 
ecial political circumstances in 
















arisation of opinion. This in turn 
ers the calm expression and as- 
ment of popular views. Such an 
'ome could leave the result of a re- 
dum in doubt, Howe said. 









for Hongkong, arrived in the territ- 
on a surprise three-day visit to try 
ut pressure on the territory' s Exe- 
ve Council (Exco) the govern- 
's highest policymaking body, to 
ommend” to Hongkong whatever 
reement is signed in September. He 
minded Exco members of the conse- 














Hongkong, it is difficult to avoid | 


arlier in July, Richard Luce, Bri- 
| minister with special responsibil- 


g : i 
ion of the terms of the agreement 















ally announce its own plans for Hong- 
kong's future. 

some Exco members took this to 
imply that they would Be responsible 
for the consequences of not commend- 


ing the agreement to the public and’ 


that London would only go through the 


motions of listening to contrary views. - 


Others, however, found Luce sym- 
pathetic to their worries. Exco is di- 
vided on how to react to the situation. 
Some members would prefer no agree- 


| ment to a bad one, but at least one be- 


lieves that a bad accord would be bet- 
ter than none at all. 

Howe is also expected to discuss the 
setting up of a Sino-British joint com- 
mission (proposed by the Chinese to 
study the administration of Hongkong) 
during his forthcoming visit. It is 
understood that despite the strong re- 
servations felt in Hongkong (includ- 
ing, it is reported, by Youde), the Bri- 
tish intend to accede to the proposal, 
but they want to stress in the commis- 
sion's terms of reference that itis not to 
be a parallel administrative body, 
which could undermine the Hongkong 
Government's authority in the 13 years 
remaining before Peking resumes 
sovereignty. Some Exco members 
would prefer that the commission be a 
non-statutory ad hoc body, to be con- 





| beset up in 1990 n and possibly goon 








functioning for some years after Pe- 
king re-assumes sovereignty. 

During his visit, Luce tried to per- 
suade Exco members to accept the idea 
of a joint commission. London's view is 
that there are things that will have to 
be done jointly during the transition 
period, particularly in regard to the 
many international agreements to 
which Hongkong is a party either di- 
rectly or via Britain. Provided the com- 
mission's terms of reference excluded 
any matters of internal administra- 
tion, it could be useful. 

However, suspicion in Hongkong of 
both China and Britain is such that any 
commission is seen by some as the thin 
end of a large wedge which could deve- 
lop into a parallel authority or have a 
monitoring role over the administra- 
tion. 


hinese sources had earlier sug- 

gested that the commission would 
oversee implementation of the Sino- 
British agreement. But in an attempt to 
allay fears in Hongkong over the pur- 
pose of the proposed commission, Li 
Jusheng, second director of the Hong- 
kong branch of Peking's official 
Xinhua newsagency and a member of 
the Chinese negotiating team, said the 


commission would be a liaison office 




















would be formed to maintain com- 


munications between Britain and 


China after the signing of the agree- 
ment. 

Exéo members have generally been 
disappointed with Britain's conduct of 


the negotiations, and sceptical about : 


its determination to press Hongkong 
interests, particularly since three of 
their representatives were given a 
frosty reception in London in June. 
Shortly before his departure, Luce 
reiterated the British commitment to 
administer Hongkong up to 1997. Al- 
though Luce and Howe may succeed in 
allaying the worst fears, such assur- 
ances do not convince all those doubt- 
ful of Britain's will to resist Chinese 
pressures. ' 

Meanwhile, London's preoccupation 
with a domestic crisis is likely to dis- 
tract Prime Minister Margaret That- 
cher's attention from Hongkong. Some 
Exco members hope that Thatcher will 
devote more time to Hongkong. But 
whether this would be good or bad for 
Hongkong is a moot point. Policy on 


the Hongkong question is ultimately 


being made by her and not by the 
Foreign Office, which post-Falklands 
is not anxious to be accused of being 
too accommodating unless the boss 
wills it. 
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By K. Das in Kuala Lumpur 


alaysian Prime Minister Datuk 
‘Seri Mahathir Mohamad’s new 
cabinet, announced on 14 July, has an 
intriguing line-up. The appointment of 
multimillionaire Daim Zainuddin as 
finance minister was the major sur- 
prise because Daim has little political 
or government experience. The second 
unexpected name in the line-up was 
that of former finance minister Tunku 
Razaleigh Hamzah, who was ap- 
pointed trade and industry minister. 
Razaleigh recently challenged — 
and lost against — Deputy Prime 
Minister Datuk Musa Hitam for the 
second time in the contest for deputy 
presidency of the United Malays Na- 
tional Organisation (Umno), the dom- 
inant party in the ruling National 
Front. He was therefore at his most 
vulnerable, but though Mahathir was 
under tremendous pressure from cer- 
tain groups to remove him once and for 
all, the prime minister retained him, 
albeit in a less prestigious position. 
Another puzzling move was ‘the re- 











Mahathir balances contending factions in Umno as he 
unveils a cabinet which neos a surprise newcomer 
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moval of Tan Sri Ghazali Shafie as 
foreign minister, with the proviso th 
the veteran civil Servant and mini: 
would be used as a special envoy or an 
ad hoc basis. | 
These moves proved much of the 
speculation about the new cabinet to 
be wrong, and it was clear that 
Mahathir was determined to make 
changes without rocking the boat toc 
greatly. While the new cabinet wa 
welcomed by businessmen and pub 
bodies, there was immediate specul 
tion about the future leadership 
cause there are now several stron 
in cabinet who had calculated tr 
Razaleigh would be out of the race fo 
national leadership. 
The men who moved into key po 
tions are seen by observers here 
























































Mahathir men rather than as men 
have hitched their fortunes to Í 
The important portfolio of educ 
went to Datuk Abdullah Ah 
Badawi, who is from the northern ste 
of Penang. The Education Ministry h 
in the past been a stepping-stone to 

prime ministership; it has been head 
by three deputy prime ministers 
later became prime ministers w 
being challenged. 


























eanwhilé, Anwar Ibrahim, mov 
from the Culture, Youth and Spo 
Ministry to Agriculture, a post v acat 
by Datuk Manan Othman, who 
dropped from the cabinet, gne A 
riculture will theoretically give A X 
the opportunity to campaign at t 
grassroots, others argue that tr 
ministry has been emasculated ove 
the years. Important functions such a 
controlling the cooperative moveme 
the Federal Land Development Au 
thority and the Rubber Industry 
Smallholders Development Authority 
have been moved to other ministries. 
Anwar will thus have the enormous . 
task of coordinating his ministry's. 
work with that of ministries headed by 
potential rivals. ii 
The cooperative movement, for 
example, comes under the Ministry of - 
National and Rural Development 
headed by Datuk Sanusi Junid, an ol 
rival of Anwar. Sanusi, who failed in 
his recent bid for a party vice-presi- 
dency, nevertheless won a place on the 
supreme council as an ordinary, 
member. And just before the cabine 
announcement Mahathir appointed 
him secretary-general of Umno, à 
powerful position which will keep hi 
close to Mahathir. According to | 
Umno source, ; Sanus miga? well d 


















































y James Clad. in Kuala a Lumpur .. 


In its report on the appointment of 
Imultimillionaire businessman Daim 
;'ainuddin as the new minister of fi- 
nance, the pro-government New 
Straits Times managed to suggest that 
even some in the business and financial 
community find the 46-year-old Daim 
something of an unknown quantity. 
“Although he has no ministerial ex- 
perience,” one Malay said in the news- 
‘paper's 16 July edition, “his experi- 

















fore he is not a total novice in his pre- 
sent portfolio.” 
The comment carries a double irony 
cause Daim is also chairman of the 
eet Group — an investment holding 
mpany which owns the New Straits 
s Press (NSTP). Through Daim, 
eet Group has Á— links to top 
hel nit 





















eof Mn has d Interests. 
et this lawyer-turned-business- 
1 remains an obscure figure to most 


e with Anwar, who has always 
a Mahathir supporter. Indeed, it 

ally believed that Anwar is re- 
led by Musa with some suspicion 
that Anwar will have to make his 
nces. Rs men such as. Sanusi 































! potestis second-level 
to. be moved was Datuk Rais 
who went from. thẹ Land and 
nal Development Ministry to In- 
tion. Rais came within five votes 
being elected to the vice-presidency 
he party in 1981 but did not contest 
he post this year and gained only ordi- 
ary membership of the party's sup- 
e council. Umno insiders say that 
is too will have to decide quickly 
ether to join the Anwar camp or the 
dullah camp. His successor in the 
nd Ministry is Datuk Adib Adam, 
the .former information. minister, 
another highflyer who must choose 
sides if he is to survive, | 
While these strong candidates have 
en the party its strength in recent 
rs, the emergence of more leaders 
sa solid following has made 


ample is.a minister in the cabinet, 
ik Khalil Yaakob, who polled the 
st number of votes for a position 
Umno supreme. council. The 
deputy education, minister is 


ence in business is extensive . . . there- 








thir’s. leadership difficult. One. 





again active, wa 
arrest of three F 





Malaysians, setting a tone so low key as 
to be inaudible. Born in the same 


Kedah village and educated in the 


same early schools as Prime Minister 
Datuk Seri Mahathir Mohamad, Daim 


is widely seen as. a close acquaintance 


of the prime minister. 

The new finance. minister entered 
business after a legal career. Daim re- 
turned to Malaysia from London law 
studies in 1959, first joining the public 
prosecutor's office and then a private 
law firm. From there he went into pri- 
vate business. Following further over- 
seas study — this time at the Univer- 
sity of California at Berkeley — Daim's 
business career developed, helped 
along by his links with Umno notables. 

In 1979, Daim became head. of 
Peremba, a commercial holding com- 
pany of the Urban Development Au- 


thority. Meanwhile, he worked to ex- 
‘pand his family company, Syarikat 


Maluri, into a variety of businesses. He 
was elected — by his own admission, 
reluctantly — to Malaysia' s lower 
house of pardsment in 1982 after re- 





"n of Pahang in 1978, has stharigged to 


build countrywide support over the 
past two years. A former diplomat, he 


is ambitious and is expected to pose a | 
challenge to both, Anwar and Abdul- 


lah. 


Another new. minister: Datuk Abu. 
Hassan Omar, heads the Welfare Ser- 


vices Ministry . vacated by veteran 
woman politician Datin Paduka 


Aishah Ghani: A former civil servant . 


with wide experience, 44-year-old 
Abu Hassan is regarded as a highly re- 
liable party man with solid support in 
Selangor. 


ahathir also made a change which 
was welcomed by. the Malaysian 
bar: heappointed Datuk James Ongkili 
as the new justice minister, a post which 
former prime minister Tun Hussein 
Onn abolished in 1980. Since that time, 
there has been continuous controversy 
over the powers of the attorney-gen- 
eral, who is a civil servant. 
The replacement of Ghazali by 
Rithauddeen came as.a mild surprise. 
Rithauddeen, it is argued, was kept on 


more for the purpose of keeping the . 


party in Kelantan happy than for his 
ability as a minister, though his per- 
formance has been regarded as more 
than satisfactory. . 
























gathered momentum - after 
Among his achievements: gainin 
trol of the former Banque Ind 
acquiring an existing merchant 
and becoming chairman of Fleet 
ings, which, apart from daily 
papers published by the NST! 
public-relations, transport, ba 
insurance and film-making int 
Fleet's latest venture is.Malaysia 
private TV station. 

Although the Fleet. appoin 
catapulted. him into |. promi 
(REVIEW, 10 Sept. '82), Daim al: 
attracted attention for his inten 
large public companies such as R 
Cycles, General Lumber, Taipin; 
solidated, United Estate. Projec! 
Cold Storage Holdings. He ha 
concluded a deal to acquire 40.6 
Malaysia's third largest comn 
bank, the United Malayan Bz 
Corp. (REVIEW, 19 July) Earli 
year, he also agreed to buy 26% 
electronics company, Roxy Elect 
dustries, which in turn will own 

rolling stake in the country's 
largest commercial bank, the De 
ment and Commercial Bank, a 
complex share-swop deal is apr 
i the anemones: 




















































the cabinet change. Mahathir 1 
juggle cabinet posts for a full 
| weeks before he came up with 
that would keep the contending 
within Umno happy. But he also 
an appointment which reflect 
preoccupation with religious 
tremism. The appointment wast 
associate professor Yusof Noor 

. National University, once dean. 

Faculty of Islamic. pu asad 

minister. : 

While there As no .. doubt 
Mahathir now has. a. very : 
cabinet team with an impressive 
of technocrats and an equally in 
sive team of powerful political fi 
the worry is that jockeying for ; 
will be more intense . than 
Razaleigh is not expected to 
dangerous a threat to Musa as h 
when he was Umno. treasure! 
Kelantan party chief. But. wit 
Trade Ministry asa base he can s 
a powerful man in government. 

. Many Umnoleadersthopehe wi 
forces with Musa and thus neut 
the effect of the young third-level 
ers in their struggle for power. It 

lieved that if he declares. him: 

Musa supporter and is prepar 

wait his Qu: 1 fhird-echelon le 



























The worry about Kelantan, where Twi 


the opposition Party Islam (Pas) is 








nderscored | |by the fo 
leader nde "the. 
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Guiding a business ventu ts god 


doesn't mean keeping nc ligh 
path; it means making all the adjustment 
along the way that make for the best flig! 
path. 

Because the directioi 

needs to change as conditions change 
countries change, and as the world chang 
In that spirit of change, business need 
bank versatile and agile enough to help 
make adjustments. In more than a centut 
of financing business ventures around tht 


Far East region and around the world 
HongkongBank has experienced most ol 
the likely constraints. Our experience 
enables us to set vour business on a cours 
— and adjust it — faster. And not just in 
the Far East, but anywhere in the 55 
countries where we operate our network 
of more than 1,000 branche: 

Having prepared the smooth trajectories 
for so many businesses and individuals in 
the Far East, we are well prepared to helj 
you. 


Talk to us today. Anywhere 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle Eas! 
Hang Seng Bank Limited + Wardiey Limited 
Wardley London Limited 


Fast decisions. Worldwide. 
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e | ANOTHER NUR for editors 
when makin. up their news pages is 
Tu pf stories, making them 
appear with irrelevant headlines and 
unconnected paragraphs. Take this 
item, spotted by Ferris Miller and re- 
produced in toto from thè 10 J january 
edition of the Korea Herald: 


Lian of Singapore | 
ssed d a pn for 





| Ww ie ed Mats its own promo- 
-tional blurb correct: 







| important ‘ternational business and finanéial 
|. news is conveniently and incisively analysed. 
| 1. Frequent profiles of companies and business | 
..]. leaders are an integral part of the business 
section of the Trib. Plus daily features ofan | 
EXC umn ona subject of. 
l ‘community What's more, the Saturday ip 
cs] of the Trib is the only newspaper in Asia to 
Tul featate ind $ had Bap. prices and you 







Seventeen boys said. 
massacred in. India 


NEW DELHI (AP) — India's defense 
minister said Saturday there have been 
several shooting incidents across the bor- 
;| der. with: Pakistan in the past few weeks 
|-| -and warned his troops to prepare for "any 
| contingency." 
bide "There has. been firing with heavy 

11 machine guns but in om cases we have 
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as in Babina, about 400 





ditors ever where i is the Ro. ot | 
the letter “1” from the word public — | 
and for possibly Freudian reasons it | 
seems to occur with remarkable fre- 
-] quency. K. W. Dann spotted the fol- 
| lowing.title of a list of- Indonesian 
firms in a recent edition of Business 
Asia. As he remarks, he was rather 









 Lreported'a eather aiei mix- 

“up in this column last year (24 Mar. 

°83) which had appeared in the In- 

'donesian Observer. An amalgam of 

stories reporting the possibility of 

| Egyptia Ops being sent to Iraq 
id c 









"Israeli intervention 
d Iraq resulted in an un- 
headline reading: "Egypt, Is- 


T* 


. disappointed that the list did not fea- | a 


ture Jakarta's Hotmen Bar and the] i 
MIOTIcantEan Hotel: | 


js likely 
rael may send armed forces to Iraq. 
Any attempt to clarify the result was 
clearly too much and so on the fol- 
lowing day, under the heading " Recti- 
fication," the poor editor recorded 
the error and added: “In order not to 
confuse our readers it is best to con- 
sider the main story as non-existent.” 

I entirely. sympathise with editors 
who are tempted to throw up their 
hands in despair, like the unfortunate 
in charge of The Indonesia Times who 
placed a little note in his own col- 
umns on 29 June 1982 reading: “As 
usual there is no stocks and com- 
modities quotations report in our 
today’s (Tuesday) edition, because 
nothing of the said stuff were avail- 
able publishable. The Editor." 

The same fellow was throwing up 
his hands again, in another little an- 
nouncement in his edition of 4 July, 
sent tous sby John ici aaa 









Board Structure Of Selected 
Pubic Companies in Indonesia 


|: -Another example, culled by Ronnie 
. Hoare from the columns of the 9 May | 
| issue of The Asian Wall Street Jour- 
. nal, reporting the visions of one of the 
| candidates for the United States 
| presiaeney: 





. . . Wecanhave 
employment fot. dintilons of unemployed 


workers rebuilding and repairing the basic 
pubic facilities.of this nation. 





As Hoare comments, perhaps the 
facilities in question have been dam- 
aged by foreign. AIDS. i 

An ven more Freudian slip, 
noticed | iby Johannesburg reader M. 

. D. Klingman, occurred inthe 18 April 
edition | of. The Financial. Times of 











London, reporting the first quarter | 
results of the Texas Commerce RECTIFICATION 
Bank which apparently expects that Our issue dated. Monday, 


July 2,. A984. should be Tuesday. | 
July 3, 1984 | 
We deeply apologize for the 
error, i 








|, some of its assets will be drained off: 














The company, which owns 65 
o-Texas banks. including Texas 
. Commerce Bank of suero. 
raiséd the provision for pissible 
dean losses from $10.6m in the 
1983 SHANE to $12. 3m. 
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inderpacte a on Korean- Ph 
pine product, which were ` ee E: 
effective in increasing men's 
prowess . . designed as io p 
genital parts in separate s 
keeping. moisture and t 
down, which is said to be. 
men's vigour." cn cg 
The pants. had been de 
Chung Soun Yung. wh 


engineer., Some "wee : 
Satie tees me in d 


another brand, the Ho 
Hom briefs (which so 


Cosmos and Golden t 
briefs, both of which bo 
resistant elastic." 

Now a Philippine firmi ha 
the market with the ma hob 
Brute briefs, the ads for v 
dedos E di re 
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But a Japanese firm has scooped 
the pool, as this advertisement, &po 
ted by Singapore reader Troy Y 
Siew Chye, makes triumphantly 
irc : 


sibilities, We await the arrival on 
| market í of a new decido in ipepp rn 





bs 


PHOTOS A PETER RORLACH 





Indians at work: Sikh traffic policeman; 
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workers in Kuala Lumpur. 


| Malays and Chinese dominate business and politics, while Indians wait 


The other Malaysians 


By James Clad in Kuala Lumpur 


s the Malaysian Indian Congress (MIC) gathers for its 

Ac general assembly on 21-22 July, its 205,000 

members find themselves at a juncture more crucial 

to the future of their party and community than any time 
since the party's formation 32 years ago. 

Factional feuding has attracted local press attention in 
the lead-up to the assembly, with speculation focusing on 
the future of expelled MIC vice-president V. Govindaraj 
and members loyal to him. Some members also worry that 
the recent ministerial performance of MIC president Datuk 
Samy Vellu (who is also Malaysian minister of works and 
public utilities) could weaken the MIC's political clout vis- 
à-vis the other component parties in the ruling National 
Front coalition. 

But at a deeper level, the assembly will mirror both satis- 
faction and anxiety: satisfaction because the party under 
the present leadership is now firmly wedded to a corporate 
investment strategy to win back Indian prosperity and self- 
respect; anxiety because the glamour of corporate acquisi- 
tions is seen by some as distracting the MIC from an urgent 
and more necessary task: persuading the United Malays 
National Organisation-dominated government to give Ma- 
laysia's 1.3 million Indians a better educational and wel- 
fare deal. 

In particular, some worry that Samy Vellu (whose popu- 
larity is now very high) has not chosen the best financial 
advisers to chart out investment strategy for his much- 
touted Maika Holdings — an investment holding company 
that will pool Indians' savings to buy into businesses or 
property and distribute profits back to subscribers through 
a unit-trust mechanism. Much depends on the success of 
this strategy: the social and economic evidence reveals in 
many cases a declining and demoralised community within 
a nation where the larger ethnic groups — the Malays and 


the Chinese — are adding to communal wealth and self-es- 
teem. 

Up to now, the MIC's traditional electoral base — rural 
plantation workers and up-country labourers — have 
shown a willingness to support MIC goals, even as one 
cooperative venture after another has slid into mediocre 
performances. During the 1970s, the community (which 
forms 11% of Malaysia's population) lost priceless oppor- 
tunities to build on the base of its financial and plantation 
assets; the current drive to make Maika the flagship of In- 
dian aspirations may bethe last real chance for a communi- 
ty whose absolute and relative share of national wealth has 
been dropping since the start of the New Economic Policy 
(NEP) more than a decade ago. 

Samy Vellu, his colleagues and most influential Malay- 
sian Indians all agree about the relative disadvantages fac- 
ing their community. Some hitherto well-off sections — 
notably Tamils of Sri Lankan origin who once held a 
privileged position in British Malaya — also feel their 
world slipping from them. From that level, right down to 
that of the much more demoralised Indian squatter dwell- 
ers in urban areas — much less socially cohesive than 
Malay or Chinese squatters — all indications are bad for 
the future of Malaysian Indians. 


to arrest the decline — or perhaps even reverse it? 

Some say that, to an extent not entirely realised, the 
MIC still remains in thrall to the NEP — the 20-year pro- 
gramme begun in 1970 seeking the transformation of 
Malaysia's structure of wealth by “eliminating the identifi- 
cation of race with economic function." The price of non- 
Malay compliance, at the time, was assurances to both 
Chinese and Indians that this "restructuring" would be 
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T: question is, what strategy or strategies seem likely 
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achieved within a growing economy — that larger slices 
would come from a bigger pie — and promises to the Indian 
community in particular that anti-poverty programmes 
within the overall plan would also lift Indian material wel- 
fare. di. 

tion objectives have taken a back seat to a more dramatic 
contest: the transfer of at least 30% of Malaysia's corporate 
equity to bumiputras — "sons of the soil," mainly, but not 
exclusively, Malays. The Indian community now appears, 
belatedly, to recognise that elimination of poverty remains 
far from being fulfilled — as evident in the mid-term 
review of the Fourth Malaysia Plan released in March 
(REVIEW, 23 Feb.). Increasingly, racial aspects of inequality 
assumed a prominent place in the government's progress 
reports on the NEP, and poverty as a class or personal 
phenomenon now merits little mention. 

Yet some economists say that whenever the spotlight 
falls on exclusively racial aspects of inequality (as a paper 
by the Malaysian Economic Association put it some years 
ago) "the real problem areas . .. may get overlooked, and 
measures pursued specifically to correct racial inequality 
can end up increasing overall inequality in society." For 
example, the MIC focuses, as does the government, on rà- 
cial income disparity ratios — which state average incomes 
in each race — but omits to spell out income distribution 
within each racial group. 

"This is not an academic point," one Malaysian Indian 
academic told the REVIEW. "If the MIC and other spokes- 
man for the Indian community adopt such NEP criteria as 
percentages of corporate equity held by each racial group, 
they may only add to the wealth of already better-off In- 
dians — who can afford to put significant investment into 
Maika Holdings or other Indian investment vehicles," he 
said. 

Some criticism, including trenchant comment from the 
opposition Democratic Action Party, advances a “non-ra- 
cial" ideology, faulting the MIC's initiatives and urging à 
package of "social-democratic" measures to pull up the 
community and other poor Malaysians regardless of race. 
Seen from a non-racial viewpoint, critics say that "poverty 
groups" in Malaysia remain essentjally rural or "fringe" 
urban, concentrated in three or four peninsular states, and 
working in agriculture, fishing or unskilled labour. 
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Indians at leisure: outside a Hindu temple; pavement palm-reading session. 





Among these critics are leading Indian trade unionists 
(such as V.. David, secretary-general of the Malaysian 
Trade Union Congress) and some academics. They point to 
studies asserting that purely racial criteria explain little 
about “total income inequality." Various academic writers, 
in and outside Malaysia, also advance the same thesis. The 
MIC replies that Malaysian Indians must deal with the 
world as they find it — in this case the "world" being the 
communally defined politics in Malaysia, especially since 
1969. While itis all very well to argue for "horizontal" (that 
is, class/income group) analysis of Malaysian society rather 
than “vertical” (race) as some academic writers express it 
— the MIC contends that the pattern for the country is well 
and truly set. 


University of Malaya economist and now a prominent 

banker, described the choices before the Indian commu- 
nity in the following way: "In addition to the market 
mechanism," he wrote, "employment and wealth distribu- 
tion in Malaysia are now determined through the political 
process. A competitive struggle can ensure among the three 
[races] shares in jobs, income . . . how much each group can 
get depends on its relative bargaining strength. "The 
Malays do not only enjoy numerical superiority but also 


j: a paper several years ago, Dr R. Thillainathan, a 


|. know how to remain united . .. the Chinese, though some- 


what disunited, [have] a solid economic foundation to see 
them through many a crisis. On the other hand, the Indians 
are numerically weak and are overwhelmed emotionally 
and psychologically by their own petty differences and 
squabbles.” 

Looking to future options, he continued: “We can, of 
course, continue to play the game on racial lines in settling 
national priorities: otherwise we can work for the re-align- 
ment of forces along lines of class ... where the distributive 
shares are determined by reference to considerations of 
equity rather than of numbers. Or alternately, we have the 
option of going it alone, depending on our self-reliance and 
ingenuity to cope with our problems and respond to the 
challenge as best as possible.” 

Stirring words, counter some in the MIC, but is not this 
option, on closer inspection, almost the same thing as pull- 
ing oneself up by the boot straps, Maika-style? 











































laysia. Reports prepared by Ma- 
aysian Indian Congress (MIC) re- 
earchers express the fear that pro- 
gress achieved by Malaysia's two dom- 
inant communities — the Malàys and 
Chinese — by the end of the century 
could be such that, as one social scien- 
t put it, “the word ' poer' could be- 
me synonymous with ‘Indian’.” 
M However, as Prime: Minister Datuk 
Seri Mahathir Mohàmad noted re- 
cently in parliament, many factors 
nique to Malaysia confuse a neat pic- 
ure of comparative or absolute pov- 
riy in this country. Some of these can 
slead analysis of Malaysian Indian 
privation. 
To begin with, though plantations 
become a byword for relative 
' consumer. spending among 
jon workers has nonetheless in- 
dramatically over the past 10 








on workers’ organisation, the Na- 


PW), admits this. To take another 


7s the incidence of. poverty on estates 
reased from 35.1% in 1980 to more 
n 5096 by the. end of 1983 —— but 
tation companies say they are de- 
ate for labour. What lies behind 
yese anomalies? - 

Dr P. P. Narayanan, general secret- 
; of the NUPW, contends that there 
no shortage of labour in Malaysia, 
ig to past export of labour from 
sia (to the Middle East, for 
le) NUPW surveys still show 
employment prevailing among the 










force, and the union says temporary 
labour shortages mostly exist in newly 
opened estates or in oil-palm plant- 
ations in Johor, Pahang or Negri Sem- 
bilan. 

"The shortage, said Narayanan, is 
ocational." Malaysian Indians ean 
nd would fill the gap readily — if es- 
te management offered. "attractive 
icentives, better housing and im- 
roved working. conditions.” The 
NUPW criticises “cheap immigrant 
labour" — mainly migrants from In- 
donesia — and it deplores “employer 
ctics capitalising on isolated labour 
shortages” to justify bringing in mig- 
rants. Other bodies — such as the Rub- 
ber Research Institute of Malaysia, the 
1 Oil Research Institute and the 
Ministry of Labour — also have con- 
 ducted labour surveys and some of 
their results bear out ne NUPW'sc con- 
























~ and even the largest. plant- 
al Union of Plantation Workers 


xample, the mid-term review of Ma- 
yysia's fourth five-year economic plan 


redominantly Indian estate labour. 






' | clining working condf&ions by failing 
jvate ds about Pins 


to represent its members successfully 
and gain higher wages. But it must be 
realised that NUPW's agreements with 
the Malaysian Association of Plant- 
ations cover less than half Malaysia's 
estate workers and, apart from this 
weakness, the peculiarities of Malay- 
sian federalism still allow Sarawak 
and Sabah to discourage the NUPW 
from organising plantation labour in 
East Malaysia... 

Meanwhile, prices for most of Ma- 
laysia's plantation-grown com- 
modities have climbed out of the 
trough of recession. However, they re- 
main highly volatile — spot palm-oil 
prices for this year alone has ranged 
between M$1,050 and M$2,600 a 
tonne, and rubber between M$2.05 and 
M$2.65 a kg. This volatility helps ex- 


plain why, according to many sources, 


including some within the NUPW, the 


union has in the past shown a prefer- 


ence for ensuring bottom-line wage 
levels — the "safety-net approach." 


This has given members marginal job | 
security but not much else: critics 


suggest more effort should have gone 
into negotiating productivity agree- 
ments in return for better wage levels. 
Apart from low wages (government 
data show an average rubber tapper's 


monthly income at M$247 [US$108] in 
1981), other studies reveal inferior es- 


tate conditions. A paper prepared for a 
Ministry of Social Welfare child-care 
workshop in 1983, for example, 


showed that estate-based child care 
centres fared worst in staff, facilities . 
“A large proportion of- 


and amenities. 
estate centres — 9655 — did not pro- 
vide any playthings for the children," 


| the. report said. Conditions at estate 


centres "contrasted sharply" with 





cr Gcliek had up to 30 children.” : 

The local press sometimes carries ar- 
ticles describing estate deprivation — 
such as the "Selanchar 4" scandal in 
1983 (REVIEW, 28 July '83) with reports 
of brutal working conditions ap- 
proaching near-slavery appearing in 
the Star newspaper. Earlier this year, 
the Penang-based Consumers Associa- 
tion (CAP) criticised most plantation 


„conditions as “deplorable and servile," 


and a recently released Labour Minis- 
try survey of "labour indicators" in 
1980 showed that housing, recreation, 
education and other estate amenities 
remain sub-standard: 30% of rubber 
estate workers still have no housing; 
more than 80% of rubber estates (many 
of which are small enterprises) provide 
no Schooling for workers' children, and 
20% of estate workers still have no 
electricity in their homes. 








B in 1973, a governmer 
commended that state g 
set up an estate worker 
scheme to give workers th a 





tates: According to MIC data, at least 
95% of pann Workers live. Jin 






ihe quality i is variable: Hore ‘than 30% 
live in one-bedroom houses, though 
family size averages six or more. More 
than half the estate houses have no 
running water and almost 40% of 
workers use bucket or pit-latrine sani- 


tation. 


State governments, with few excep- 
tions, have not moved to help. MIC sec- 
retary-general M. Mahalingam said 
the reluctance stems from “having to 
give up part of the estates in perpetuity 
to the workers.” From 1973-81,. for 
example, only one scheme — a 110- 
unit housing project — was completed 





Ancient contacts and 
colonial exploitation 


alaysia's contacts with the Sub- 
continent date from ancient times; 
fragmentary inscriptions found in 
Peninsular Malaysia show a pattern of 
contact going back at least 2,000 years. 
For centuries, both goods and ideas 
moved to and fro across the Bay of 
Bengal, and a number of Indians set- 
tled in the peninsula. | 
Last century, however, large num- 
bers of migrant labourers, mostly from 


Madras and other parts of Tamil Nadu, 


were brought to Malaya as plantation 
labourers. Most of their descendants 
remain there. § | 


rubber plantations that were 
carved out of thé jungle. Their over- 
i ka 


personnel were also recruited from Sri 
Lanka's Tamil minority. Most of those 
who arrived during this so-called “ma- 

ture phase" of Indian migration moved 
e 





to sugar and coffee estates in | th 
Penang and Province Wellesley area. 

In 1870 there were 30,000 of them. 
Within 30. years, however, their. nuni- 





bers had grown to 120,000, with. 
of the new arrivals working. on the. new 


ing 



















in plantation-rich Selangor. Since 
then however, with the active interest 
of the state's chief minister and sultan, 
12 schemes are now under way. But the 
gap still to bridge is huge: ünofficial 
NUPW data show less than 2% of all 
plantations have prepared home-own- 
ership schemes. Landlessness remains 
a sore point: according to senior 
sources within. the MIC, 80,000 
families have been settled by various 
public land clearance schemes over the 
past 28 years, but less than 2% of those 
resettled have been Indians. The gov- 
ernment intends to open up nearly 
930,000 ha during 1980-85. 

CAP describes the Labour Ministry's 
attitude to these findings as “compla- 
cent,” saying “the government seems 
to be playing more the role of bystan- 
der rather than a protector.” The mid- 
term review of the Fourth Malaysia 
Plan, noting the increase in the inci- 
dence of poverty among the estate 
workers, said the deterioration was 
due mainly to the decrease in prices of 
rubber and palm oil. “Average earn- 
ings per month decreased from M$328 


<<less 


for rubber and M$264 for oil palm in 
1980 to M$266.and M$258, respec- 
tively, in 1983,” the report added. 
Another indicator of social distress 
in the Malaysian Indian community is 
illicit drinking of samsu — a potent 
brew concocted from fermented 
mashes of various kinds. Abuse of al- 
cohol remains a widely acknowledged 
problem among sections of the Indian 
community, occurring in both estates 
and towns. Illegal distillers blend 
methyl alcohol into their samsu for an 
extra kick and to speed up fermenta- 
tion. Widespread publicity given to 
samsu drinkers’ deaths in the Indian 
community has led one prominent In- 
dian banker to call for increased 
penalties for samsu trafficking: "If 
capital punishment is deemed neces- 
sary to deal with the drug problem 
where deaths are uncommon, there is 
no reason why it cannot be imposed to 
deal with the illicit samsu problem," 
he said. The problem is not trifling: in 
recent years, the police have mounted 
hundreds of raids against samsu 
drinkers and distillers, and scores of 
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deaths, almost all of them of Indians, 
have occurred 

Other indicators show the Indians 
relative disadvantage and even dise 
tress: according to government data. 
the incidence of poverty among the 
various communities occurs most fre- 
quently in Indian households. Their 
share of educational places at almost 
every level is also falling, except for 
admissions into government univer- 
sities. The REVIEW understands an in- 
formal arrangement between the MIC 
and the government has reversed, over 
the past three years, declining Indian 
enrolments — by pegging a half of one 
percent increase in the loosely operat- 
ing university entrance "quota" each 
year. 

But the efforts by the MIC thus far, 
including purchasing without thé 
benefit of a federal subsidy the 
Vanto Academy to boost commercial 
skills of Indian students, or attemptsto 
convince the government to place 
bright but disadvantaged Indian stu- 
dents into residential schools, have not 
been notably successful.  — JAMES CLAD 





of the estate workforce was Indian. But 
this percentage has now fallen to about 
43%. 

Smaller groups of Sikhs, Gujaratis 
and members of other sub-ethnic 
groups from the Subcontinent also ar- 
rived in the early years of this century 
to staff the colonial police and security 
forces. Various merchant castes — 
most notably Chettyars from Tamil 
Nadu — also came, as moneylenders 
and retailers. 

The great impetus to Indian migra- 
tion came from the growth of the rub- 
ber estates. However, the indentured- 
labour system that was used attracted 
widespread criticism. The Congress 
party of India saw it as a classic exam- 
ple of colonial exploitation, and for 
several years after internal self-gov- 





the Indian authorities maintained an 
office in Kuala Lumpur to report on 
conditions of the indentured labourers 
on the Malayan plantations. 

During the Depression, many In- 
dians left the Malay states for home 
but the number of departures dropped 
to a trickle in later years. Today, mem- 
bers of the Indian community in Ma- 
laysia no longer have the same sense of 
identification with their ethnic cousins 
across the Bay of Bengal. Even the de- 
scendants of the South Indian Tamils 
— who account for 80% of Malaysia's 
Indians — have become more self-con- 
sciously “Malaysian” in outlook and 
identity, even if, geographically, In- 
dians remain concentrated in the 
Peninsular Malaysian states of Johor, 
Selangor, Perak, Penang and Kedah. 





ernment was granted to India in 1935 — JAMES CLAD 
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being the only party to be identified as 
eh d Indian. This B both a 









ie "absence of an _opjfosition Indian 
party : also means it has less clout in the 


















































'e cooperative way to a 
w economic balance 





m nce significant in Malaysia's econ- 
omy, the number of Indian-con- 
led finance and corporate institu- 
is have dwindled over the years. 
largest remaining Indian share- 
der funds now exist in the form of 
peratives notably the National 
d. Finance Society, Majujaya, 
as and Koperasi Pekerja Jaya 





aant 


e independence, most equity- 
d ventures of the Indian community 
'e not been notably successful — 
ecially when measured against the 
ng corporate accomplishment of 
lays or Chinese. The business 
ss record for both cooperatives 
public companies in Indian hands 
“inspiring; several commercial 
'es also have been started, with 
rly mixed results, by organised 
jur — a former bastion of the In- 
n community. 
| Indian- dominated National 
on of Plantation Workers (NUPW) 
S sunk millions of dollars into vari- 
"ventures since the 1960s, and 
ources admit that a number of them — 
ch as the Great Alonioners Trading 
‘orp. — have made unfortunate busi- 
ss decisions. Other NUPW schemes, 
ch as a textiles mill or the Bank 
ruh (Workers' Bank), have also not 
jecome notable money-spinners. 
‘he Malaysian Indian community's 
tment and savings capacity gen- 
lly has fallen below national aver- 


rally believed to plough at least 
30% of returns back into their busi- 
ate avd Indian Lone says that 











the Chinese, for example, are. 


‘mands met and in sectiring plums of 


| political office for its top members. 


Pi = . —— — OANA EIA AOL AA ACTH EA AA bara RE GANAS ANH taht titra anti te Ahr error = 


Founded in 1946 by John A. Thivy, 
the MIC's early years were some- 
what shaky as it supported first 
the non-Malay coalition All-Malayan 
Council of Joint Action, then the 


of which collapsed, leaving the MIC 
alone and ineffective. It was only 
after the MIC joined the tripartite 
coalition Alliance Party — the fore- 
runner to today's National Frónt coali- 
tion — that it gained more bargain- 
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said, adding: "The forced savings of 
Indians — in the form of provident 
fund contributions and insurance pre- 

miums — are being tapped by others, 
including the government, for invest- 
ment. Access to such funds by their 
original contributors, including In- 
dians, is minimal" Reliable infor- 
mants have told the REVIEW that the 
Malaysian Indian Congress (MIC) re- 
peatedly has attempted to secure gov- 

ernment approval for earmarking a 
proportion of Indian-sourced funds 
within the obligatory M$15 billion 
(US$6.5 billion) Employees' Provident 
Fund for special Indian. investment 
projects, but without success. 

A similar picture prevails in. what 
used to be "traditional" Indian busi- 
ness lines: textiles, pharmaceuticals 
and the book trade. Names such as 
M. S. Ally, Gian Singh and Naina 
Mohamed once held prominence in 
these trades, but their relative place in 
the market has declined over the years. 

"Indians have made little effort. to 
get into new lines of business," one 
senior business source said, pointing to 
the reluctance of even the traditional 
moneylending Chetty (also known as 
Chettyar) community from Madras — 
"who pioneered large-scale Jending in 
Malaysia" — to move into finance or 
modern banking. Although three In- 
dian banks merged in the early 1970s 
to form the United Asian Bank (UAB), 


critics say the move may have cost. 


more than it gained: two irreplaceable 
commercial banking licences were lost 


in the process, licences now worth 


hundreds of millions. 
Much Indían business stagnation oC- 
curs for reasons similar to those 
afflicting parts of the Chinese commu- 
nity: small Indian businesses tend t 





sources 











hold oi on the iu Since 1955, the MIC 
has been led by Tamils: Tun V. T. Sam- 
banthan, Tan Sri V. Manickavasagam 
and now Datuk Samy Vellu. 

‘Today the MIC boasts 205,353 mem- 


| bers, mostly urban, with the rest work- 
ing in the estates, as reflected by the 
Independence of Malaya Party, both | 


heavy membership concentrations in 
Selangor, Negri Sembilan and Perak 
states. The party structure is simple: 
its 729 branches nationwide report to 


the respective state congresses which jd 


answer to the national headquarters. 
As for representation in government, 





cautious and often ignorant of market- 
ing, modern management or technol- 
ogy. Overshadowing the downtown 
Kuala Lumpur pattern.of small, Indian 
shops are the highrise buildings of the 
corporate world, which has left so 
much of the Malaysian Indian commu- 
nity behind.  . 

The picture reveals: success stories 
too: one of the country's largest insur- 
ance corporations, Southeast Asia In- 
surance, remains in. the. hands of In- 
dian investors, and the business acu- 
men of United Motor Works chairman 
Tan Sri Selvarajah attracts admiration 
as does the achievement of Tan.Sri 
Kishu T. Jethanand of the Globe Silk 
Store Group. Generally, however, the 
remaining Indian-controlled corpora- 
tions face mounting. uncertainty: 
within the -Malaysian 
Cooperative Insurance Society and the 
UAB described .the. appointment. of 
many non-Indian executives in these 
companies as "carrying the National 
Economic Policy [NEP] too far.” 

For better or worse, the cooperative 
still remains the favoured form of 
capitalisation for the Indian communi- | 
ty. One observer said that while” 
cooperatives confer an almost unre- 
stricted freedom to.mobilise capital 
from low-income investors, approval 
from the registrar-general of coopera- 
tives for all major investment or bor- 
rowing decisions. must. be gained, 
badly cramping investment manoeuv- < 
rability. t 


Si disabilities afflict unit-trust 
corporate schemes: though organis- 
ers also find it easier to pool resources, 
they must restrict investment to trus- 
tee assets — the opposite problem to a 
public company which has restrictions | 
on raising capital from the publie but 
faces little constraint in its investment - 
decisions. The Chinese community: : 
imaginatively. combined corporate a 
cooper ative forms. 




























total of 1 
semblymen throughout the country, 
having won — as the party proudly 
pointed out — every seat allocated to it 
in the 1982 election, almost all with de- 
cent majorities. The pride, as well as 
the relatively small allocation of seats, 
may be traced to Samy Vellu's obser- 
vation that while Indians may com- 
prise the largest ethnic group in some 
areas, in no constituency do they form 
the majority. 

More visibly, the MIC has one full 
minister and two deputy ministers in 
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pany, Multi-Purpose Holdings (MPHB). 
The MIC has now imitated this exam- 
ple by developing Maika Holdings, 
which has recently released its pros- 
pectus. 

MIC promoters describe Maika as 
"adopting the structure and invest- 
ment strategies of MPHB with the cap- 
ital-raising and savings strategies of 
the Amanah Saham” — the Malay unit- 
trust scheme integral to earnings dis- 
tribution from investments by the Per- 
modalan Nasional, or national equity 
corporation. 

On present plans, Maika will preside 
over property, housing, insurance, cre- 
dit and leasing subsidiaries with the 
likely initial M$100 million capitalisa- 
tion coming from party members with 
loans from UAB. MIC president Datuk 
Samy Vellu told the REVIEW that Maika 
is taking a stake in Malaysia's new TV 
channel (the country's third), in a con- 
tainer-port project and in a large hous- 
ing-state scheme. 

"Maika will also be able to partici- 
pate in various 'privatisation' schemes 
coming up, thanks to Prime Minister 
Datuk Seri Mahathir Mohamad's con- 
cern for the economic and social plight 
of the Indians," Samy Vellu said. 

Not all Malaysian Indians see Maika 
heralding a new age: according to Kar- 
pal Singh, deputy leader of the opposi- 
tion Democratic Action Party: “Maika 
Holdings and the various co-ops 
spawned by the MIC are unlikely to 
redress the imbalance. The MIC ought 
to put its house in order first before its 

subsidiaries can effectively function . . . 
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WR go deae ote come dire 
JUDTIC MEMES, aeputy presiaer 
p n ES. for 
housing and local government, and 
vice-president Datuk K. Pathmana- 
ban, deputy minister of health. 

Despite its smaller size, the MIC has 
not been spargd the sporadic leader- 
ship clashes which have beset other 
National Front members from time to 
time. In 1954, bitter rivalry between 
the then party president, K. L. Devas- 
ser and the then challenger Samban- 
than, threatened to split the party and 
was only resolved when the latter took 
the helm in 1955. Major in-fighting 
erupted again in 1983 when rivalry be- 
tween vice-president V. Govindaraj 
and Samy Vellu led to Govindaraj's 
suspension, an action which he chal- 
lenged in court and lost. m 


subsidiaries such as Nesa and KPJ are 
plagued by perpetual problems which 
certainly will not be solved by the 
militant political style of the MIC." 

More generally, Karpal faults the 
MIC for its “failure” to think out an 
economic strategy independent of the 
NEP. “Any programme to improve the 
economic and social position of the In- 
dians in the context of the NEP cannot 
succeed," he said. "The present pro- 
grammes . . . are but a teardrop in an 
ocean full of sorrows.” 


y arious cultural preferences may ac- 
count for the lack of Indian business 
profile. It is widely accepted that In- 
dians still prefer wage employment 
over self-employment, seeking public- 
sector work with job security but little 
upward mobility. Sources in the MIC 
and other organisations acknowledge 
how rarely Indians achieve promi- 
nence in the commercial, mining, con- 
struction or manufacturing sectors — 
left by default to Malaysian Chinese or, 
increasingly, Malay initiative. 

Analysts see some changes to this 
trend however: skilled-labour short- 
ages in the building industry have 
forced contractors to take on more In- 
dians — who are now starting to sub- 
contract on their own. But overall the 
occupational pattern still shows a slow 
attrition of the Indian numbers both in 
top professions and technical jobs and, 
more worrisome perhaps, little pene- 
tration of new service-sector or skill- 
ed-manufacturing work. 

Exceptions to the dearth of entre- 
preneurs certainly exist, but detract- 
ors say that the younger generation of 
business-wise Malaysian Indians lacks 
numbers and clout — a result, others 
say, of declining shares of places at 
most vocational and technical institu- 
tions. According to MIC reports, In- 
dian placement at these institutions 
hovers at only 2% of total current en- 
rolments. Even privately run technical 
institutes catering to the community 
face a bleak future, sources say. 


— JAMES CLAD 
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| N° problem has sapped the emotion- 
al and political energy of the Ma- 
— laysian Indian community more t 
__ the apparently irreversible declinat 
.. the country's 570 Tamil-language pri- 
~ . mary schools. Long regarded asthe na- 
_ tional school system's poor relation 
i and afflicted by poor facilities, morale 
- and student achievement, Tamil 
ig schools have become the victims of 
i 


aceton, in and oytside the Ma- 





= laysian Indian Congrés (MIC). Most 
f Indians have a gnawing sense that 
Tamil schools in the long run are 
doomed, but the MIC is understandably 
_ reluctant to antagonise one of its major 
- sources of support: an estimated 4,000 
Tamil school teachers. 
—— .— Under the present Malaysian sys- 
. tem, Indian and Chinese children may 
— be taught in their own languages at 
_ primary school. At secondary level, all 
— schools use Bahasa Malaysia (the na- 
- tional language) as their teaching 
— medium but have to offer classes in the 
_ pupil's own language — known as POL 
— classes. 
A recent MIC task force on Tamil 
_ schools concluded by noting: "No one 
- in his true conscience can say that 
_ the Tamil medium primary schools are 
— turning out a team of bright and well- 
_ trained young men and women who 
— an emerge as our future leaders." A 
_ task force member, R. Selvendra, ex- 
_ pressed what many see as the unresol- 
—— ved contradiction in MIC policy: Tamil 
- children, he said, “must receive a good 
- education in the Tamil medium and at 
_ the same time must be prepared well 
= enough to continue into secondary, 
— technical and university education in 
_ the Bahasa Malaysia medium.” Results 
— from recent standard five examina- 
tions do not look promising: in 1981, 
— for example, in no case did more than 
K- half of those Tamil-language stream 
— students sitting the yearly exams pass 
_ them except in the Tamil language it- 
_ self, and even then only 56.5% passed. 
| Of those sitting Bahasa Malaysia and 
_ those taking the general science tests, 
|. 84.7% and 68% respectively failed. 
f On the MIC's own admission, up to 
= 90% of Tamil-language primary 
_ school children drop out of school by 
_ Standard six (that is, at about the age of 
m 12) — a terrible wastage by any mea- 
sure. 
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“SF wo years ago, a study of plantation 
estates by a social and economic re- 
search unit in the Prime Minister's De- 
partment revealed. discouraging re- 
sults from 28 estates of varying size 
where a large majority were Indians. 
The report revealed a cycle of educa- 
tional deprivation passed on by each 
generation. Indian estate families gen- 


problei 
Tamil school failure 


erally have much large? families than 
the national average: the study shows 
20% of estate workers having no for- 
mal education at all and, of the re- 
mainder, more than half had received 
Tamil-language schooling only. Al- 
most 90% of those educated in any lan- 
guage never made it beyond primary 
level. 

Despite the inducements to put 
children in government schools — such 
as free hospital care for students — 
most estate workers' children still go to 
Tamil schools. 

Of estate workers surveyed, only 
20% had children who had reached the 
Lower Certificate of Education level 
(about 15 years of age). Of these, less 


than half passed. Only 5.5% of 
respondents children had reached the 
Malaysian Certificate of Education 
level (usually sat at about 17) and, of 
these, less than a quarter passed. Only 
a minute 0.3% of estate workers’ child- 
ren had ever started, let alone com- 
pleted, university-level studies. Not 
surprisingly, the study showed most 
estate workers want their children to 
leave the estates. For more than a de- 
cade, the MIC has tried to get the gov- 
ernment to amalgamate or group 
Tamil schools to improve teacher/stu- 
dent ratios, facilities and transporta- 
tion to school. In Selangor state, for 
example, the MIC wants the existing 
106 Tamil schools re-grouped into 65 
units, to help overcome what it de- 
scribes as an "acute shortage of trained 
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Malaysian schoolchildren: the Indians fall behind. 












will take time, but there must be a plan 
and an action programme to re-group 
all 570 schools into 110 schools, à pro- 
ject that will cost in the region of 
M$200 million [US$87 million]." Only 
two colleges train Tamil teachers, tak- 
ing in just 60 students a year. Asa mea- 
sure of the demand for teachers, how- 
ever, reliable sources say that more 
than 800 temporary teachers (un- 
trained stand-ins for qualified staff) 
now work in nearly 600 Tamil schools, 
and this number increases as more 
than 200 teachers retire each year — or 
resign in frustration. 

Given this state of affairs, another 
in-house MIC report doubts whether 
the government's announced intention 
to increase the number of government 
school teachers to three for every two 
classrooms can ever be achieved in 
Tamil-stream schools with the present 
training programme for 
Tamil teachers. The neglect 
of Tamil schools, in the 
words of Deputy Educa- 
tion Minister Tan Tiong 
Hong, if not arrested, will 
result in “the creation of 
more estate workers rather 
than skilled workers.” 


Te MIC leadership, how- 
ever, prevailed in Jan- 
uary against the advice of 
then education minister 
Datuk Sulaiman Daud ana 
convinced a majority in the 
cabinet that temporary 
Tamil teachers should re- 
ceive proper training. Al- 
though a significant re-af- 
firmation of Tamil school- 
ing, this victory may 
merely delay or disguise a 
longer-term decline in 
Tamil education. 

Education sources sug- 
gest the real problem 
lies not in a lack of Tamil 
school facilities (though 
this is a pressing problem) 
but rather the increasing 
irrelevance of Tamil-language school- 
ing (and Chinese, for that matter) to 
changing job-market demands in Ma- 
laysia. Even in POL classes — where 
qualified Tamil teachers should in- 
struct — a widespread feeling in the 
Indian community is that they are 
being "conducted in a haphazard man- 
ner," to quote from an MIC seminar on 
;POL held in January. Worse, under a 
new primary school syllabus being in- 
troduced this year, POL classes will no 
longer be given during normal school 
hours — a further blow to the Tamil 
language. | 

These educational issues have been 
lingering on the MIC's agenda for a 
long time — too long, say some critics. 
In 1975 the MIC prepared a major sub- 
mission to the cabinet committee on. 
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exchange. or ast We're Australia's world - 
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today, information about 
money is every bit as 
important as money itself. 
This is particularly true 
of the rapidly changing Foreign 
exchange market. 
or the chief executive or 
company treasurer, the right 
strategic advice can be as 
critical as his company's 


for ex | countries constantly l 


monitoring economic trends, 
market movements and — 
currency fluctuations, which 
means Westpac is well placed. 
to help you if you are investing - 
in the Western Pacific, Australia 
or New Zealand. 

If it's anything to do - 
with foreign exchange.  - 
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exchange service to suit your experience and today's Manila, John Lewis (02) 8158291; — 


company's needs, whetheritbe technology, including advanced Jakarta, Paul Milton 353758; — 
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and special residential schools 


Iitating effects of their socio-ec 
ic environment." | 
t also urged special weightings, for 
‘al Indian children to bring more of 
jem into science and technical class- 
more "compensatory education" 
at is, pre-schooling facilities) more 
nts to compensate forthe: estate 
ackground, and demandsthat “Tamil 
ust be taught in all national second- 
y schools during normal hours if 
ore than 10 students wish to study 
language. " Almost none of the 
points in this confidential MIC paper 
"been implemented. 
response to the government's 
ness to respond the MIC, via an 


'eral self- -help educational pro- 
a Soe the n m three 


in što o more NEM In-. 





T pe 


SO on canaio grievances, a 





government's refusal to rec- 
še some diplomas or degrees 
‘ded by universities in India. Many 


ent, including Bangladesh. MIC 
ers regularly receive streams of 
inters, including some with im- 
overseas qualifications. 
on n lament i is: "It's getting harder 

o matter what qualifica- 
d jobs." 3 





's mid-term review of the current 
sar plan shows that, in all pro- 
ions: except, curiously, dentistr y, 








e five years up to 1985. On the other 
nd, Indians will fill an increasing 
umber of positions at the lower end of 
s Occupational scale, such as agricul- 
l or-transport workers. If the trend 
inues, it could mean that Malay- 
| Indians are being disproportion- 
ely drawn to the agricultural sector 
share of total employment 
ghout Malaysia is steadily drop- 
— down to 37% in 1983, a op of 
as many years. | 
Samy Vellu summed. it up: “The 
st reports all show that the Malay- 
ndian share in the professional, 
hnical and other skilled employ-. 
n has fallen drastically. The only. 
S e Malaysian Indian employ- 


| creased i in the sectors of 






























colleges), acher tadan ratios of 


able students to overcome the. | 




































2 sunlight, across. his decrepit shack, 
warming his shrunken flesh; oblivi- 


ng people in urban, service- | 


ore point with many better-off (or 1 
'rificing) Indian parents results ` 


sian Indians study in the Sub- | 


"" 


sight in the estate boy's head. He looks 
across and finds the eyes of Raghu, : 
similarly hurt by the fixed passions of. 


ta recently released in the govern- 


dian representation will decline in © 


| rolled up and taken to the tem 









"he Malaysian Indian's life is a 


















-straining towards achievement that - 


What values underscore his : success? 
Isolation is the curse of his existence. 
He is born in the remote rubber estate 
with its single sundry shop, creche, the 
two-room primary Tamil school, the 
smoke-house, the rows of green long- 
houses that have nothing to do with 
growth. The gravel track that joins the 
main road leading into town does not 
blaze the trail to intellectual develop- 
ment or social integration. 
The estate-born Indian remains, like 
his grandfather did, well within the 
unmoving air of a clearing: geographi- 

cal, mental, cultural and spiritual. 
An old man sits in the morning 


ous to the untenanted new school 
building on the other side of the red, 
laterite road. He remains half in 
light and half in shadow, memory 
gone, unaffected. 
Rebellion there is, but ot: a singular 
and self-centred kind. The adolescent 
Ravi cycles between estate and the na- 


tional-type school in town because - 
"Tamil education beyond the primary 


level is left to the individual. and fate, 
and in the passage some splinter of in- 
sight lodges itself in the mind. A kind. 
of ambition is born. | 

Ravi's town. cousin, Raghu, whose 
father runs an extended version of the 
estate shop,. joins. him. Extra-curricu- 
lar activities further inflame the in-. 


their parents. Ravi's want him to be a 
clerk, that image of learning and suc- 


cess in the estate office. Raghu's want | 


him to burn all bridges and bea profes- 
sional: doctor, lawyer, engineer — in 
the last resort, a teacher. 

The town, in the minds of these two 
young men, is not a cultural waterhole 
but a place where edifices of ambition 
can be erected. Ravi and Raghu look 
across and when their eyes meet, re- 
flection is not mirrored. Along the road 
to city respectability and status, the in- 
definable quality of charisma is lost. 

A nagging doubt enters Ravi: what 
has he ignored? Ah, yes, culture, the 


arts. But what has he seen of these in. 


the isolated arena in which the Malay- 
sian Indian’ conducts his domestic 
struggles? He recalls those evenings 
when the mats put out for sleep were 
ball- 





and were e spread out.to ac 
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| does not end in fulfilment. What moti- - 
. vation, if any, accelerates his struggle? 





























ook over and Hindu mythologies were 


forgot en. And on Thaipusam festival 


days, when penitents fulfilled their 
vows, .their relatives, friends and 
strangers watched. imported Indian 
love stories on the silver screen. 

Where was the drama? Only the loc- 
ally brewed samsu spirit, a culture that 
engulfed bódy and mind. At best this 
cheap: drink knocked out their sight or 
their hearing or ironically, their limbs, 
those wage-earning supports. The 
black man made to carry the black 
man's burden turned away from him. 
Out of a delicate sense for tragedy, this 
drink, this lethal cup, was abolished. 

But many men, old before their 
time, sit there in the unrelenting 
sun, monuments to shattered cul- 
tures and p personalities. 

Ravi has gone through the trauma of 
choice: he has decided to become an 
observer, a witness. He now knows 
that. the organ. of. procreation is 
wedged, like the legendary. monkey's 
he read about in his Tamil primer, be- 
tween the wood of dead tradition and 
the wood of imported tradition. He 
now writes in English about the living 
dead. He has forcibly put Raghu out of 
his mind; a habit that finds echoes in 


his countrymen, the Malaysian In- 
_dians. Consciousness is a small, dank 
“pool tucked away in obscurity and 
which houses the self-satisfied frog. 


He belongs tothe legion that will eroak 
and do noring. 


Oo: the estate, the old man, skeletal 
now, holds on to'a walking stick that 


he br ought from India with his green 
trunk, silverware, copper lamps and 
the thundu, that ceremonial piece of 
cloth that rested comfortably on his 


shoulder. He walks away from the 
compact, semi-detached houses, only 
recently provided with flush toilets, 
past the factory, the blaring radios and 
the busy estate shop. He is guided by 
instinct and in answer to a call from 
life that was eclipsed for about a cen- 
tury, toatall treestatuesque in its pris- 
tine splendour. 

It is not the tree on Wilh à tapper 
hung himself overcome by. life and 
drunk to the gills with. toddy. It is not 
the fruit-bearing tree of. tradition 
brought over from India. It is the tree 
of possibilities, of fertile imagination, 
left standing ther „unattended... 
ts under it, weary 






The old man sit. 
and vigorous, ‘forgetting and. re- 
Heide ii 

















cocked, 
time he got | 
gration — and the present, no major 
transformation has occurred. He has 
been a wound-up clock, keeping the eis 
ficiency of watching hours. 

Each man shines in the hour of his 
achievement, The lawyer has his 
flourishing . practice, the doctor an 
equally prosperous clinic; the civil ser- 
vant, the lecturer, the union general 
secretary are all time-servers. They 
move in their circles of specially cul- 
tured elitism. One is hooked on Indian 
Cultural expressions (sitar, veena and 

Bharata natyam); he is seen at the 
packed performances of foreign ar- 
tistes. Another, simply adores the wit 
and charm:of British drawing-room 
comedy; he graces the dinner theat- 
| rette. Still another is a collector of 










filled vi all have their dinners for spe- 


thrown at their E 
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nr cial guess, 











K. S. Maniam is one. of Malaysia's best- 
known short-story writers. 


iributidrs dor heart patients of all 
nationalities. 

But theirown nationality i is indeter- 
 minate, in. the universal connotation. 


Have they personalities distinguisha- 


 blefrom others? Echoes. A collection of 


gestures, accents and clothes. They | 


possess only the philosophy of cautious 
individuality. They cultivate social im- 


ages and personal living styles. But 


what lies underneath that veneer of 
sheer organisational power, 
sculptured prosperity? 


The old man rises from that | 


moon-and-sun tree, from a moment 
of dwelling within the imagination. 
He shakes. his head, not in despera- 
tion or regret, but in recognition. He 
registers that in terms of human 
change, centuries have bypassed the 
Malaysian Indian. He stands for a 
moment and looks around himself: 
he could be nowhere and anywhere. 
The spanking air of development in 
the towns effects a similar behaviour 
in the man who has only recently got to 
smell the paint of urban renewal. 


Raghu belongs to the professional | 


class: he drives a Mercedes or a BMW, 


| E but Ramasamy stands at a busy street 


corner, his n t still bearin gt the E 





loaded gun. Between the | 
re — by birth or immi- 





easily 


| twin of a displaced people, still won- 








las of petty traders, Who are deity g well. 
His shirt is crumpled and dirty fonhe 
has spent his nights on the cemeg 
walks of shopefronts. 

A few of his compatriots have small 





Dpusinesses: textiles retailing, short- 


distance lorry haulage, taxi service, 

palming off pirated cassette tapes. 

Their eyes are focused on the glimmer: 

money. They wear bush-jackets, like 
government ministers, and always in 
their pocketsisa wad of notes that they 
accidentally pull out, to impress. Busi- 
nesses fold up. One or two survive and 
that gives them the power of know- 
ledge. They have become minor gods in 
theeyesoftheirstruggling community. 


he nouveau riche gather their pro- 

fits behind the scenes. They have 
their henchmen, hangers-on, flatterers. 
They have two jobs: one that serves asa 
front, the other that is an unethical 
grubbing for wealth. Always the 
modus operandi is slick, smooth and to 
all appearances, impressive. These 
men are brokers. They deal in land, and 
the painfully saved money of the estate 
tapper or clerical worker. Their hang- 
ers-on, paid with food and drinks, set 
up the ‘overheads of respectability and 
sophistication. 

The Malaysian Indian, awakened 


from decades of quietism, has his eye 


on money. “I want to make my first 
million,” he says. And witha gleam in 
his eyes: “After that everything will be 
easy." He now becomes a proud 
member of that legion of wealth-sup- 
ported individualists. 

Ravi has moved in a different direc- 
tion. He wonders how all the various, 


Indians can be woven into a texture of 
wholeness. He looks for guidance and 
leadership. He notes ironically that to 


transcend cómmunality, to reach that 


territory of productive inter-cultural 
development he must use another lan- 
guage. He realises that however great 
the hunger is for Tamil and cultural 
vigóur, these cannot be based on ver- 
nacular development. He brings the 
precision of the English language to 
the versatility and depth of Hindu 
mythology and spirituality. 

He is disgusted with this com- 
promise but with nothing else provid- 
ing him with directions, he keeps at 
this desire to reach out for complexity 
and a more imaginative view of the 
Malaysian Indian. He drifts along but 
in a different ambience. He meets 
Raghu again, in the Bungaraya Room 
of a hotel. Raghu looks at him steadily. 
confidently, and passes over Ravi's 
discomfort and shabby clothes. 

Raghu has arrived; Ravi, the other 














singular ambitions of the Malaysian | 





The Continental Reinsurante Corporation. 
New York. 
Regional Office. G.P.O. Box. 2008! 


Telex: 


currency) in payment. 

































9 . 





65638 CONTE: 
64630 CICRC | 





The Far Eastern Eco 
Review is now pub 
a quarterly index w 
details by country 
date everything that h 
appeared in the Rev 
The index is available o 
quarterly basis. Subserib 
now and each quarte 
index will be sent 
you automatically as so 
as it becomes available 
vital research tool, 
Review index will se 
hours of needless sear 
ing for informat 
ORDER YOURS TOD 
Only HK$175 (US$ 
for 4 quarterly issues. J 
complete the coupon b 
low and send with yo 
payment. 














































































The Circulation Department, - 
Far Eastern Economic Review, - 
GPO Box 160, Hongkong. | 


Please send my order for & 
Far Eastern Economic Reviey 
QUARTERLY INDEX. / enclos 
HK$175 (or its equivalent in fox 





















Name 
Address 


— M EE E ED 












eri eb BP VI HAMM e Aene baa im pe Hoa Aa vi vestrae HIN 










Rodney Tasker in Jakarta 


the immediate aftermath of the 
ietnamese invasion of Cambodia, 
ind the setting up of the Heng Samrin 
regime in Phnom Penh in» January 
979, the five non-communist. Asean 
Ountries were perplexed about how 
ar they should go in conveying their 
'oncern to Hanoi. The résult was that, 
or the first two vears, communiques 
in the issue delivered by Asean foreign 

isters at their annual meetings 
ere a polite mish-mash of expressed 
















m (without actually naming it) 
drew its troops from Cambodia. 







ons and' powerful friends 
-the world, has taken an in- 
gly older stand against Viet- 

































ue issued after the 9-10 J uly an- 
oreign ministers' meeting was a 
singly strongly worded (almost 
plomatic) document. As one 
Asean official commented: “It 
.he strongest, harshest, most stri- 
to have come out of any Asean 


| cording to conference. sources, the 
> with which the foreign ministers 
v six: Brunei joined in January) 
"able to agree on such a com- 
que — described by one official as 
reet-fighting" document and a 
enge to Hanoi — reflected a new 
ing of Indonesia's attitude to 
odia problem. Indonesia, by 
largest Asean country, previ- 
‘has acted as a restraining influ- 
on some of its more assertive 
an partners in bringing diplomatic 
sure to bear on Vietnam. 
After dispensing with the niceties of 
ce again calling on Hanoi to respond 
sean's appeal in September 1983 
a political solutión in Cambodia — 
ased on a phased territorial with- 
rawal of Vietnamese troops arid self- 
determination for the Cambodian peo- 
ple — the six foreign ministers pro- 
eded to rip into Vietnam in no uncer- 
1 terms. They condemned the “il- 
al. occupation of Kampuchea by 
namese military forces,” then 
nt on to Vietnam's "aggression" on 
Thai-Cambodia border. “The Viet- 
se intentionally made incursions 
o Thai territory," the ministers said; 
reference to the intrusion of Viet- 
amese troops into Thailand in March 
uring Hanoi's dry-season campaign 
ainst the Khr er resistance. | 



























es that it would be à good idea if 


has all changed now as Asean, 
d. by successive United Nations 


By Asean standards, the coms. 


Indonesia’ S aboitive initiative: toi improve e relations with | 
1am, the grouping comes out with its harshest cortdemnation 




















showed no intention of seeking a 
peaceful settlement to the Cambodia 
problem and said there was “full sup- 
port" for frontline Thailand to protect 
itself. Referring to Vietnam's latest 
well-publicised partial troop with- 
drawal from Cambodia in June, the 
communique said such “so-called” 
withdrawals were *meant to deceive 
the international community, the 
Kampuchean people and Vietnam's 
own citizens.” There was a reference to 
500,000 Vietnamese who had settled in 
Cambodia since the invasión — a fig- 
ure based on disputed Thai intelli- 
gence reports, reflecting “Vietnamese 
colonisation" of the country. | 

A few days before the Asean meet- 
ing, foreign ministers from Vietnam, 


Laos and Cambodia had issued a com- 


munique in Vientiane calling for an 
immediate dialogue with Asean. But 
there was no reference in this to the 
Vietnamese troops in Cambodia, and 
while the communique welcomed a 
continued dialogue with Indonesia, it 
criticised “reactionary” leaders in 
Thailand — in line with Hanoi's con- 
sistent attempts to drive wedges into 
the Asean partnership. The Asean 
Mud, dismissed this document 
“merely a propaganda ploy to divert 
the international community from the 
issue of Vietnam's military occupation 
of Kampuchea." 
At the last Asean annual meeting in 
Indonesia, held in Bali in 1979, 
Singapore's then foreign minister 








of Vidbismese boat icis tien flood- 
ing on to Asean shores. “What was dif- 
ferent about this [Jakarta] meeting 
was that there was no hesitation in 


naming names and using condemnat- 


ory language,” commented one Asean 
minister. | 

What the Six hoped to achieve by 
lambasting Vietnam was not im- 
mediately clear, because the Vietnam- 
ese have shown in the past that they do 
not react to such an approach. But the 
oae illustrated that the 


interest tò sit down wih the Six an | 
even one of them) and talk seriously 
about anyi move to establish á new, in- 












general agreemen that the Khmer AC 
sistance - = n he umbrella of the 





— was proving more 
viable militarily y and politically” | 


little bit Sting 3ut wh 
the Mate Se, \ 





: ing st ng At E 

Holicdsble. through the mass media. 
Whereas, while the other side [Viet-. 
nam] keeps attacking us all the time, it 
seems quite familiar. Everyone has 
been hurt. That'swhy all Asean's views 
are strong, as they [the Vietnamese] try 
to isolate Phailand from the rest of 
Asean.” i 





Enter the Pacific 


After years of talk about cooperation between the countries 
round the rim, Indonesia formally puts up a proposal 


t sounded vague and rather confus- 

ing, but Asean managed to Seize the 
initiative at its annual foreigh minis- 
ters’ meeting successfully to launch the 
first official recognition of amuch-dis- 
cussed concept of cooperation among 
countries in the Pacific rim area. The 
Pacific-cooperation proposal, a per- 
sonal initiative of Indonesian Foreign 


Minister Mochtar Kusumaatmadja, re- 


ceived unanimous approval not only 


from the rest of Asean but also the 


grouping's five Pacific dialogue 
partners — the United States, Canada, 
eae Australia and New l Zea- 


there should be no form of Pacific chub, 
with a membership, there should be a 
loose gathering of the countries cón- 
cerned on a regular basis to discuss 
economic trends in the most economi- 
cally vibrant area in the world. To ces 
ment this relationship, it was agreed at 
Mochtar's süggestion that one project 
— a plan to develop human resources, 
by eh and es p st üch field: as | 
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Some in Asean felt the fact that such 
a statement could be issued from 
Jakarta showed that the Indonesian 
leadership had substantially hardened 
its attitude towards Vietnam, adopting 
a more cynical approach similar to that 
of Thailand and Singapore. Indonesia 
long has had a basically sympathetic 
attitude towards Vietnam, given the 
similarity in their revolutionary herit- 
age and their common concern about 
China's ambitions in the region. The 
expression of this attitude has been 
complicated by various power cen- 
tres among Jakarta's policymakin 
hierarchy. Chief of the Indonesian 
armed forces Gen. Benny Murdani, a 
powerful figure who enjoys President 
Suharto's confidence, is known to have 
been at odds with the Foreign Minis- 
try, under Foreign Minister Mochtar 
Kusumaatmadja, over foreign policy. 
Murdani undertook two missions to 
Hanoi in 1980 and 1981, when he failed 
to prompt the Vietnamese leaders into 
any positive response to his bilateral 
initiative on the Cambodia problem. 
His last trip to Hanoi was this Feb- 
ruary, when he made a controversial 
statement that Vietnam did not consti- 
tute a military threat to Southeast 
Asia. 

Mochtar's stance, however, has been 
closer to the thinking of the majority of 
his Asean colleagues, who suspect 
Vietnamese intentions. At the Jakarta 
meeting it was clear that Mochtar now 
enjoys more authority in putting an In- 
donesian stamp of approval on Asean 
policy more to his, rather than Mur- 
dani's, liking. This, according to know- 
ledgeable diplomatic sources, indicates 
Suharto's current mood. The president 
is known to have been annoyed and 
upset that visiting Vietnamese Foreign 
Minister Nguyen Co Thach turned 
down point blank his own initiative in 
March. 

Suharto had suggested a conciliat- 


successively weighing in with ideas on 
how to exploit formally the dynamic 
economic potential of the region, the 
concept of a Pacific community has 
grown. But with the lead being taken 
by these developed countries, Asean 
has shied away from the prospect of 
being drawn into a grouping which 
would be dominated by the Pacific 
powers and in which its own identity 
might be diluted. 

Now, with the Indonesian initiative, 
Asean feels it has taken the driving 
seat in giving a loose form to the con- 
cept. Both US Secretary of State 
George Shultz and Japanese Foreign 
Minister Shintaro Abe, who attended 
Asean's post-ministerial conference 
along with ministers from Canada, 
Australia, New Zealand and the Euro- 
pean Economic Community, were 
quick to approve the move. 

From Asean's point of view, there is 
a realisation that the Pacific is the eco- 
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ory approach to the Cambodia prob- 
lem by inviting Vietnamese troops to 
participate in an Asean-proposed 
peace-keeping force which would 
guard zones in Cambodia vacated by 
Hanoi if it agreed to a phased with- 
drawal. 

Suharto's initiative, which he had 
not checked with his Asean colleagues 
beforehand, would have been difficult 
for Thailand and Singapore to accept, 
because the two felt it raised the 
danger of legitimising a Vietnamese 
presence in Cambodia. But Vietnam 
was unwise to dismiss it so quickly, be- 
cause now — at least for the moment — 
Suharto appears to have given full rein 
to Mochtar to go along with a stern 
Asean stance towards Hanoi. 

Some in Asean even feel that the In- 
donesians are now prepared to accept 
that a viable military pressure on the 
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nomic and possibly political area of the 
future, and now is a good time to move 
in with an initiative before the Six are 
swamped by a concerted trend among 
the developed countries of the Pacific. 
Another reality for Asean is that while 
most of the partners' attempts at forg- 
ing real economic cooperation among 
themselves have failed, mainly be- 
cause their markets are competitive 
rather than complementary, the group 
has a growing economic and political 
appeal to the rest of the world. 

The idea is eventually to work with 
others among the 50 mainly newly in- 
dependent countries in the Pacific 
area, particularly in the South Pacific. 
But Asean's other dialogue partner, 
the EEC, a major trading and invest- 
ment friend, appears to have been left 
out in the cold, despite the exchange of 
warm, re-assuring words from both 
blocs at the Jakarta meeting. 

— RODNEY TASKER 








Khmer resistance, is an acceptabh 


way of persuading Vietnam to start 
talking about a political solution. 
Some influential Indonesian officials, 
however, believe diplomatic isolation 
and increasingly desperate economic 
conditions at home eventually will be 


the telling factor in changing Hanoi's 


attitude. 

Although the general theme of the 
Asean meeting was that the diplomatic 
ball was now firmly in Vietnam's 
court, there was one glimmer of a new 
initiative. As outlined in a joint state- 
ment issued by the ministers after their 


first day of talks, emphasis is now 


being given to the need for "national 
reconciliation" in Cambodia. As 
explained by the Asean partners, this 
meant that the Samrin faction — asa 
group, rather than a Hanoi-sponsored 
government — would be welcome to 
join Prince Norodom Sihanouk and his 
two coalition partners — Son Sann and 
the communist Khmer Rouge in 
seeking à political solution 


he idea was not new. Sihanouk was 
talking about such an approach more 
than a year ago, and national reconcili- 
ation has appeared in Asean state- 
ments since. But now it has become a 
keystone of Asean's policy on Cam- 
bodia. Officially, Asean says it is not 
for the grouping, or any other outsider, 
to dictate to the Cambodians how they 
should run their country after a Viet- 
namese withdrawal. Therefore all fac- 
tions concerned, including Samrin, 
should start talking. It is a move which 
some in Asean feel may put the Viet- 
namese on the spot if they are seen to 
be deterring their own protégés from 
talking to their fellow countrymen 
However, the militarily strong Khmer 


Rouge faction in the coalition has re- 


fused to accept any dealings with Sam- 
rin. It is doubtful also that China — the 
Khmer Rouge's source of material and 
political support — is keen on the idea. 

When Chinese Foreign Minister Wu 
Xueqian was visiting Kuala Lumpur in 
March, he claimed Peking wanted to 
see a government in Cambodia which 
was neutral, independent and non- 
aligned. But when his then Malaysian 
counterpart, Tan Sri Ghazali Shafie, 
visited Peking in May and put forward 
the national-reconciliation proposal, 
he received a non-committal response. 

After most Asean foreign ministers’ 
meetings, observers come away feeling 
there has been little progress on the 
Cambodia issue, despite talk of initia- 
tives and flexibility. Vietnam's party 
newspaper Nhan Dan was quick to 
comment that there was “nothing 
new" in this latest Asean meeting, and 
that the call for a troop withdrawal 
from Cambodia was “absurd.” But if 
nothing else, the Jakarta meeting over- 
whelmingly reaffirmed a new sense of 
Asean unity — and illustrated that the 
Six are now prepared to play it rough 
diplomatically if that is the way the 
Vietnamese want it. Oo 



































































y Jacqueline Rees in Canberra 
ustralian Prime Minister Bob 











is Labor Party's ritual blood-letting 
at its national conference in Canberra 
early July, but he is unlikely to re- 
member the event with great joy. 
iWke's bacon was sayed by Foreign 
ster Bill Hayden, the man Hawke 
usted from the party leadership just 
8 months ago after a calculated cam- 
ign undermined Hayden's position. 
he national conference is Labor's 
me. parliament, a biennial im- 
| in democracy reflecting the 
'st ade-union background. Deci- 
must be taken by majority vote 








3embers up to and including the 
ninister are expected to be 
y it. Vote counting on import- 
o cy issues At mes became fre- 





oz n 


e ugoni policy issues at this 
ference — Hawke's first as federal 
imentary leader — included Aus- 
lia's relations with Indonesia, the 
pment and export of Australian 
! im, the presence of United States 
"bases on Australian soil and 
ission of foreign banks to Aus- 


were 99 delegates to the con- 


n the minority, with his enemies 
ft comprising the largest vot- 


ty. 


' minister on all important votes, 


1e centre-Left. became a formal 
uping only six months ago, ostensi- 
ly to bridge the increasing gap be- 
ween Hawke and Labor's Left. Cri- 
ics, who dismissed it as too loose a 
oup to operate as a disciplined force, 
sre surprised at the unity of the 
entre-Left during its first major test. 
‘he faction held the line through most 
“the conference. As a result, the 
awke government emerged relatively 
seathed from a process designed to 
e that Labor politicians do not 
leas too removed from those of the 
"and file. Labor strategists are 
looking to increase the govern- 
majority at the forthcoming 
elections; PPS later this 





on having been made, all 


^Hawke's rightwing faction . 


c. The Left could usually rely on - 
4 votes, just short of an absolute | 
Hayden, throwing his new . 
,eft faction solidly behind the : 


i Hayden’ S centre Left faction. nelps incorporate the prime. 7 
nister’s policies into the Labor,Party’s official platfom 


‘Hawke got what he wanted from | 


donesia, criticised incorp: 


with,” as Hayden put it in i releni tò 


the East Timor issue. Opinions on Aus- 


tralian-Indonesian relations and, in 
particular, on East Timor, crossed fac- 
tional lines. Official Labor poliey had 
demanded de-recognition of the incor- 
poration of East Timor into Indonesia 
and a halt to military aid to 
Indonesia while Jakarta's troops re- 
mained in East Timor. Both Hawke 


and Hayden refused to accept this as a 


realistic position. However, events 
leading up to the national conference 
(Review, 12 July). dampened . their 
hopes of changing it. — 

After weeks of intense. pubie and 
private lobbying, Hayden successfully 
put through the party foreign-affairs 
committee — on the eve of the confer- 


ence — a resolution which in effect rec- _ 
ognised the incorporation of East 
Timor but called for an international. 
-mission to investigate conditionsinthe - 


province. The Left had already signal- 


led it would settle for nothing less than 
the right of eel determination for the 


East Timorese.’ l 


pes eight hun into the confer- 
ence, with the vote to be taken the 


“next day, and immediately prior to 


Hayden leaving. for meetings with 
Asean foreign ministers in Jakarta, 
Hayden and the centre-Left worked 
out a deal which gave the conference — 

and the foreign, minister — a middle 


option. Science and Technology Minis- 


ter Barry Jones was to put forward 
amendments which, while. stressing 
the need for better rela S with In- 
tion with- 
out an internationally supervised act 
of self-determination but dropped de- 
mands for de-recognition. Hayden said 
he supported the changes "with reluc- 
tance, " and they became Labor policy: 

55 votes to 43. | 

'The new resolution should mean that 
Hayden, as the advocate of a more 
conciliatory policy than that finally 
adopted, will still be able to deal with 
the Indonesians while not having to 
pursue too vigorously those clauses 
strengthened by Jones to appease 
party protesters. The foreign minister 
said he could live with the new policy 








— and it looks as if the Indonesians can 


too, though Jakarta rejected the idea of 
letting international inspection teams 
into East Timor. 

The same could be said of uranium 
policy. Except for South Australia, 
where dove nica the of the giant Roxby 

m- mine ive the 


als and Enere? Minister: Pe 


centre-Left man, believe in fu 
veloping the Australian uranium in- 
dustry and favour an open-ended 
party policy. Hayden wants develops 
ment, with caution. . 

The strength of the anti-uranium 
lobby was such that Hawke and Walsh 
had to back down even before the con- 
ference began. The strength of the 
centre-Left was such that. Hayden 
could convince the fence-sitters in his 
faction to toe his line and, on voting 
day, support a modified pro-uranium 
policy. Party policy now formally gives 
the go-ahead to Roxby Downs and al- 
lows existing mines at. Ranger and 
Nabarlek in the Northern Territory to 
enter new contracts, but unaer strin- 
gent safeguards. 

Labor has ended up: with an. NET 
policy. The conference re-affirmed a 
ban on uranium sales.to France, while 
the French continue atomic tests.at 
Mururoa atoll in the South Pacific. The 
French dashed Hayden's hopes of lift- 
ing the ban by letting off two bombs 
three weeks before the conference. The 
ban erodes the go-aheads given to 
ADARE and pei to. take out new 





pus sues ry ea ig ieee rer 
agreements to. supply. yellowcake 
uranium to France. À 

This was not the fori for appeals to 
money over morality, however, an 
when Hawke tried that plo finan ill- 
judged speech on the uranium issue — 
arguing that the conference should not 
deny future Labor governments bil- 
lions of. dollars. of revenue from 
uranium mining — he was widely criti- 
cised. But in electoral terms, the gov- 
ernment's.need was to emerge with a 
pro-uranium stance, and. it achieved 





that. 


*he other highly emotional and elec- 
torally important issue. was, the 
Anzus alliance with the US and. New 
Zealand, and “particularly the presence 
of US bases in Australia, which are 
acknowledged nuclear targets. Party 
strategists successfully appealed to the 
conference not to raise the bogey of 
Labor as anti-American in an election 
year and, again in the face of vigorous 
opposition from the Left, the party en- 
dorsed the continuation of. Australia's 
role in Anzus and the presence of the 
US bases- in Australia, and voted to 





























J is in fact arb bly 

| for what it carefully 
avoids talking - about —~ traditional 
Labor appeals for nationalisation and 
capital taxes, for example. As a finale, 
however, Labór turned back to à hoary 
old tradition when, at the end of the 
‘conference, a Left-Right: alliance pass- 
ed àn interventionist. industry-deve- 

lopment policy to try to stop the con- 
tinuing erosion of jobs i in the manufac- 
turing industry. 

The main outcome of the 1984 Labor 
conference was to show middle Aus- 
tralia it had nothing to fear by keeping 

_ a Labor governm: 
government wa e, unified and re- 
sponsible. The Liberals were left with 
little to exploit, and Hawke was seen to 
be firmly in command, especially i in re- 
lation to the leftwing. 








But the prime minister's perform- - 


ance was uninspiring. In contrast to 


-, previous Labor leaders, he earned only |. 
-> muted applause for his setpiece ad- . 


. dress. to the conference. And he failed 
‘to disguise his pique when the centre- 


Left held centre stage. Hawke had be- - 


come party leader because he is popu- 
lar with the electorate, not because he 
-had won or could win the soul of his 
party. Hayden has always been 
ore skilled at. handling the party's 
plex factional alignments. Hawke 
isolated on the Right. | 
, . Hayden and the centre-Left could 
"pay a price for throwing in their lot so 
completely behind Hawke at this con- 
ference and neglecting to throw the 
odd bone to the Left. The centre-Left 
has nonetheless established itself as a 
force in Labor politics in Australia, 
showing it can hammer out winning 
resolutions and loom as a potential 
threat to the party's rightwing, whose 
seedy stand-over tactics and Tammany 
Hall style are unpalatable to many 
party members, and whose political 
fortunes in New South Wales are on 
the wane. 

The Left, though detested on all big 
votes at this conference, is far from 
spent, The faction had the largest bloc 
of votes at the conference. The major 
factor holding it back is that it does not 
have a leader, and in the absence of a 


Strong leader its “ratbag” element is- 


too apparent. South Australian MP 
Peter Duncan, a leader of the Left in 
that state, is reported to be making a 
. move to national politics, however, 
.. and could well give the Left at federal 


table Tor Hawke and the 





piis pica ie Hoences. the line on - 
foreign investment, the general thrust - 
of the party' o PAE is. to | 


t in power, that the - 





level the moral stature and intellectual. 
leadership it needs to make things less ? 
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The econorgics of a giant press amalgamation makes sense, 
but that does not convince NEANG it is for the best 


By Lincoln Kaye 


m ankers ; nd. brokers are toasting 

x) what promises to be a most fruitful 
corporate wedding: the merger of two 
rival newspaper. publishing empires 
into a single press monopoly embrac- 
ing seven daily newspapers in three 
languages . with- an advertising 
stranglehold on one of Asia's richest 
consumer markets. But there is a cer- 
tain aura of coercion surrounding the 
nuptials, and the Singapore Govern- 
ment, expert in social engineering, ap- 
pears to be holding the shotgun. 
While journalists lament what they 
see as the further curtailment of press 
freedom and the diversion away from 
their industry of resources. that had 





been earmarked for a coming circula- 
tion battle, there is no doubt not much 
persuasion was needed to convince the 
news groups' major shareholders — in- 
cluding the Big Four banks — to merge 
into what will be Singapore's largest 


industrial group and sixth-largest 


listed company. Capitalised to the tune 
of S$1.4 billion (US$660 million), 


Singapore Press Holdings (SPH) — as 


it is tentatively named — could easily 
gear up to twice that amount, so debt- 
free are its constituents. 

With that much liquidity, SPH could 
take its place as a world-class player in 
the high-technology information and 
communications industry. Other local 
monopolies, largely state-owned, have 
lled their readin ss to 






































ponents, to offer a ene d | 
circulation package that hasi attri 


from aisgpspore. And Telecoms í | 
to augment Singapore's” far 
cable and satellite links with a pre 


increase Singapore’ 8 daia dissem 
tion capacity, 


hi-tech ADN. SPH 
downgrade its traditional. ; 
base. “We've been declared; 
rm Jada one e local j jou 




















































gave no 5 ec aom is 
high figure, Í 
ist. 1 "E 


chests 


univer featur 
gers. 


newspay 


ment,” snenia pial ends 
nalism becomes a respectable 
do with your life here: if more 
riates undermine officially sanctic 
values in our newsrooms; if the p 
corps expands and raises its standar 
then sooner or later it's going tu g 
obstreperous. Not this year or next; bui 
five or 10 years down the line." 
By removing the competitive ele- 
ment, cautioned increasingly critica 
backbench MP Toh Chin Chye, Si 
pore. could lock its press intoth 
an obeisant official mouths 


igit be eee, one voint et i 
exercise, in the view of a local jo 
nalist: "The managers of Singa 
Inc. mean to run a company town, č 
that calls for a press that amounts tor 
more than a sort of a company new: 
letter. About all our much-va au 
competition amounted to was a sei 
ble to out-do each other in to: 
the government." 

The government itself s 




























lish-language morning readership. 


e decries . as meaningless and waste- 
u 

Prime Minister Lee Kuan Yew'was 
still promising “eventually competi- 
tive publishing houses” in April 1982, 
when he forced a re-groupirig of the 
'et-to-be-published Monitor with the 
publics two major Chinese-lan- 
lage newspapers into a single con- 
llomerate called Singapore News 
ind Publications (SNPL). The core 
aff of the Monitor was already geared 
o enter the fray with their morning 
oadsheet, but the government reor- 
sation of the newspaper industry 
ferred the debut for another three 








aa TE Jaai needed to 
tiy ivate an adequate journalistic ta- 
nt pool to sustain the two news- 
ers without lowering standards. 


the Monitor was allowed to appear 
| M only as an afternoon tabloid — a slot 
provided for it by the closure of the 
Times Group’s New Nation. Staff at 
oth the Monitor and the New Nation 
were shattered by that first govern- 
nent-decreed reorganisation, but both 
ewspapers vowed a return to their 
riginally designated roles after the 
ree-year moratorium. The New Na- 
ion's comeback has been officially 
uttled in the latest merger, and the 
onitor’s hopes of morning publica- 
n seem extremely slim. . 

Monitor staffers now glumly con- 
de that the newspaper will be lucky 
iold on to its afternoon-tabloid slot 
n the long run. A broadsheet Sunday | 
dition, originally meant in part as a 
lot version of the eventual morning 




















































nite Times 106 the c gerteral intefest 


jw Second Deputy Prime Minister | 
"Rajaratnam praises the proposed 
merger for averting a competition that 


| 


| eee of Chinese-language jour- 





s mom vertones since. 
“The suggestion \ was that the Monitor 


‘After the 
shock they dealt us barely a year and a 
half ago, this kind of talk is utterly de- 
moralising," one member of the staff 
said. Even more demoralised; though, 
are the journalists on SNPL's Chinese- 
language newspapers, heirs to the 
once-proud tradition of the Nanyang 
Siang Pau and Sin Chew Jit Poh 
dailies. 

The two newspapers displayed con- 
siderable independence in their pre- 
merger role as standard-bearers for 
rival influential Chinese banking 
families. The Prime Minister's Office, 
mandating their merger in 1982, 
voiced solicitude for the future em- 





dedu. due to the stress place d on Eng- 
lish, at the expense of Chinese in the 
education system (REVIEW 22 Mar .). 
But since the last reorganisation, 
Singapore’s overall Chinese reader- 
ship has actually registered.a 15% in- 
crease — enough to accommodate the 
two SNPL Chinese dailies plus a Times 
Group rival, the Shin Min Pao, 

And far from Chinese journalists be- 
coming a glut on the market, Shin Min 
has had to look overseas to Taiwan and 
Hongkong to gear up for its antici- 
pated switch from afternoon to morn- 
ing publication (which now seems 
unlikely). “They {the government] 
prophesied an over-supply of Chinese 
journalists and they're going to make 
sure it comes true," commented one 
Chinese reporter. | 

Although a joint statement by the 


directors of the SPH constituent com- . 


| panies promised no redundancies, it 
proposed "comp 
progr ammes” 
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n cent examples." 
should consider pooling its resources | 
with the rival group's morning finan- 
cial daily, Business Times. ' 


n11July | tren 









N or did the joint statement's 
guarantees do much to allay the 
qualms of cadet reporters still within 
their probationary period and theoret- 
ically subject to dismissal on no more 
than 24-hour notice. Such recently 
hired staff comprise as much as one- 
third of The Straits Times’ pool. ac- 
cording to a Singapore National Union 
of Journalists’ source. 

The proportion is likely to. be even 
higher at "challenger" newspapers 
such as the Monitor, the Shin Min and 
the Business Times. As for the expat- 
rates, a hiring moratorium. was de- 
clared even as top Times Group execu- 
tives landed in London on the Euro- 
pean leg of a three-continent talent- 
scouting tour. And “golden hand- 
shakes" may be in store for recently | re- 
cruited but not-yet: al rived staffers. 

Job fears and. press-freedom 

isis mobilised over. 100 placard- 
| ch -hour 








coverage the day after the announce- 
ment was the most critical. reception 
accorded an officially sanctioned in- 
itiative in Singapore for many a year, 
but by the second day it had toned 
down considerably. .. 

Under the proposed merger, the con- 
stituent companies — Straits Times 
Press and its. sister company Times 
Publishing a as well as SNPL — will 
trade in their shares for SPH scrip at a 
valuation ratio. set according to the 
three stocks' trading prices as of 18 
June, the day. negotiations were 
finalised (SHROFF, page 63). The for- 
mula leaves the two Times Group com- 
panies holding 8496 of SPH — "so by 
giving up only 16% of their equity, 
they acquire a monopoly hold on the 
industry," as one analyst summed up 
the deal. 

Production and distribution func- 
tions for the merged group will be set 
off in a newly fledged subsidiary called 
Singapore News Services, thereby sav- 
ing nearly S$50 million in plant dupli- 
cation according to directors' esti- 
mates. Ta 1. no "is erg abe). ‘was 
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What appears on the outside to be 
just a minor name change is, on the inside, 
a major financial reorganisation. 


The Commonwealth Trading Bank 
has acquired the whole of the issued 


capital of the Commonwealth Savings 
Bank of Australia. 


The banks name has changed to 
become the Commonwealth Bank of 
Australia. 


It has significantly increased capital. 
Total assets of over A$29 billion. 


The highest attainable credit ratin 
from Standard & Poor’s Corporation an 
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Moody’s Investor Service Inc. for commer- 
cial paper activity. 


And a specific Government 
Guarantee from a country with a “A/ 
credit rating. 





Clearly this means an enhancement 
of the bank’s already secure standing in 
international circles. 








ht now is a very good time to tal 
to us. 
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Kobe Steel offers a full array of projects, products and services that 

helps countries grow and prosper in a big way. 

For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 

Kobe Steel's integrated industrial capabilities. 

KOBELCO. It’s the mark that’ 5 ) growing in international importance. 


ce o mem 9s 
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nformation c 
. Ste help you grow, please 
EP report. 






<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bidg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
OFFICE : = 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Shariah and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 
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By Bryn Barn | 
he women sit in the bedroom of a 
Malay kampung house, preparing 


the bride for. her upcoming nuptials: 
light shafts through lace-curtained | 


windows; pillows and wedding gifts lie 
scattered about the floor and on the 
lavishly decorated bed. Members of the 


group — in traditional Malay dress — 


chat amiably among themselves, as 
hair is arranged, gifts appraised, a bri- 
dal crown prepared and make-up 
applied. 

" Merah sangat, mak andam [too red, 
the rouge is too heavy,]" complains the 


bride to her maid of honour. This wed- 


ding is traditional but not the 
. bride; she is modern. Conversation 
focuses on bunga hantaran 
(origami-style paper-money flow- 
ers) traditionally given by the 
groom. The group wants to know 
what the bride plans to do with all 
that money. l 

"Im going to invest," she ex- 
plains, reaching for her jewellery 
box. There, tucked underneath the 
traditional wealth of the Muslim 
bride — necklaces, brooches and 
other ornaments lies new 
wealth, a deposit book for Amanah > 
Saham Nasional (ASN), the na- 
tional unit trust. The scene freezes. 
and the ASN logo and caption ap- 
pear on the screen: Langkah bijak 





— 


the future). 

This TV commercial — one of 
' three produced for ASN by Enter- 
prise Communications advertising 
agency — was a watershed both for 
the Malaysian advertising industry 
and the Malaysian Government's 
New Economic Policy (NEP). The 
NEP is the government's attempt at 
socio-economic engineering; redis- 
tributing the nation’s economic 
wealth to give its indigenous peo- 
ple — the bumiputras — a more 
equitable share. ASN, a semi govern- 
ment-investment scheme, created. for 
the exclusive benefit of bumiputras, 


was (until recently) an unsuccessful |. 
facet of the NEP. ASN, it had been | 
hoped, would attract rural Malay in- © 


vestors, still mostly poor more than a 
decade after the NEP was introduced. 


. Suspicion and ignorance proved for- 
midable opponents, however; ASN had 


few takers, mostly sophisticated urban 
. .Malays, while rural peasants, tradi- 
. tional and conservative, slayer away. 







y nin peal commercials 
'ushing Cultural toes 


had been sold. Some 8095 





quite a few Malays that ASN was a 
good idea. By 1983 more than 1 million 
shares — well above the ASN target — 
of investors 
were from the rural areas. 

For a long time, Malaysia has had 
one of the most sophisticated advertis- 
ing industries in Southeast Asia. All 
the big international agencies, inciud- 
ing J, Walter Thompson and Ted 
Bates, are here. The country also has 
many local advertising firms (such as 
Enterprise): the more successful are 
run by Western expatriates directing 
local staff. The English language is the 
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main creative medium; vernacular 
copywriters translate concepts into 
Malay, Mandarin or Cantonese and, 


: occasionally, Tamil. 


Most . big-budget, conceptually 


"sophisticated ad campaigns are di- 
“rected at well-to-do urban audiences. 


Until recently, however, conventional 


rural advertising wisdom dictated 


simple ads for simple folk: direct, un- 
complicated hard-sell. The ASN cam- 


paign contravened these rules. The aps 
peal here was. direct — invest — but 





ind multi-layer d mar- 
'est : 
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targeting age, income or rural’ 


The campaign produced two ki 
advertisements: tactical ads io. 
suade with facts, and thematic ac 
convince through emotional app 
Magazine and newspaper ads 

explained how ASN worked a 
moted the investment idea with o 
x a aay Koranic junri 


ee AL -script ASN pe 3 
Radio cod were based on traditi nal 


traditional settings. In all, the. i 
ment theme was relent lessly n 
ed Bone 


beides UDINE Mira ; 
andam — and this is a: 
that has reached | 
soon found its wa 
tional idiom and. 
magazines. ASN 
.hummed on the 
Story, (the 
mini-drama) 
enough to merit. Í 
one letter from a C 
‘er. It was his favo 

















































Mor - their part in this emi 

ly successful campaign, E 
prise reaped healthy fees ai 
unprecedented three gold 
at Malaysia's 6-As ad 
awards banquet. Nyak Az 
Malay copywriter. who f 
minded the campaign. foun 
self wooed as a eee vert 
; lent and was soon usi 











laysiàn agency to try its ha 
ethnic advertising. In. the 
other Malaysian advertisers l 
targeted specific ethnic audier 
few, however, had had the 
luxury of selling a single prod 
a relatively homogeneous. € 
audience. Those selling tea, 
cooking oil, soft drinks, and 
commonly used household proe 













































Usually the range is narro 















region; focusing on ethnicity, ho 
(particularly non-bumiputra et 
ity), touches on some of the most 




































vertising code — the still-un 
issue of “Malaysian” culture 



















puc OC EE uod Aha 
an amalgam of the nation's regional to a 
. Malay and other bumiputra variants; | 


Islam and, on occasion, a light sprinkl- 
ing of non-bumiputra characteristics. 
(The actual mix seems to change from 
year to year, depending on popular 
trends and the ethnic background of 
the minister of culture, youth and 
sports. The Malaysian advertising 
code supports this political construct, 
encouraging "Malaysian content" in 


- all commercials, while discouraging 


any too-overt, non-bumiputra bias in 
ethnically targeted ads. Recognising 


— the potential devisiveness of ethnic is- 





- sues, the code also forbids racially of- 
"fensive or insulting ads to be printed or 


broadcast. 
All ads are subjected to the scrutiny 


- of the censors and — to survive more or 
— less intact and appeal to a wide spec- 
- trum of consumers — most sport a 


“pan-Asian” look, neither Malay, 
Chinese nor Indian, but enough like all 


to strike a chord in most. 


thnically targeted ads are usually 


; Meaconsidered necessary if product 
Sales are particularly good or bad 
— among one of Malaysia's constituent 


races. One successful ethnic ad that al- 


— most backfired was the SSC&B: Lintas 


agency's 1981 Lipton Tea campaign. 
Although preferred by Chinese drink- 
ers, Lipton had not found favour 
among Malays. Lintas tried to capture 
this latter slice of the market with a 
series of testimonial ads, featuring the 
Malay cinema and bangsawan (Malay 
drama) personality, Mahmood June. 
The first TV ad produced for the cam- 


- paign opened with a close-up of 


Mahmood 


screaming, “Aku mus- 


- nahkan kau! [I'll destroy you!]," then 


| much 
—neophytes, Mahmood was not just an 


relaxing, explaining that he is just re- 


hearsing, and endorsing Lipton Tea. 
Malays familiar with Mahmood's 
bad-guy film roles found the ad hilari- 
ous. Few Chinese and Indian Malay- 
sians, however, ever see Malay movies, 
less bangsawan. For these 


actor playing a role, but a deranged 


- Malay threatening their lives, and with 


the race riots of 1969 still fresh in 
many Malaysian minds, no wonder it 
took two years and three Mahmood 
testimonials to convince most non- 
Malay viewers that he was just acting. 
Eventually, sales soared; the campaign 
was vindicated. 

Another successful Lintas ethnic 
campaign promoted Remy Martin cog- 
nac. Here, as in the ASN ads, the mar- 
ket was specific: most Malaysian cog- 
nac buyers are Chinese (Muslim 
Malays are forbidden to drink; Indians 
are but a small percentage of the mar- 
ket). Playing on Chinese cultural iden- 
tity, the Lintas cinema ad linked Remy 
Martin with the mysteries of the Tao, 
kung fu and Chinese traditional wis- 
dom, in a mini-drama. Narration was 
in Mandarin, with English subtitles. 

Opening with an auspicious red- 
and-black yin-yang motif, the ad shifts 


1:42 
a! = 


namesakes: the crane, the tiger, the 
snake. The kung-fu master who per- 
forms this routine wins a gold yin-yang 
plaque (gold, like red, is considered au- 
spicious) and then retires to a restau- 
rant with his chums for £ few rounds of 
Remy Martin and the adoring glances 
of a beautiful woman. 

Thus, Chinese machismo and 
Chinese high culture are linked in a 
single ad. The commercial's final, most 
potent image did not survive the cen- 
sors: a swirling cognac glass dissolv- 
ing into a Chinese dragon dance 
was deemed "too Chinese" and edited 
out. 

Although atypical, such ethnically 
targeted campaigns are among the 
best-conceived and -crafted ads in Ma- 
laysia. Tremendously suggestive at the 
subliminal level, undeniably effective 
as commercial persuaders, these ads 
are indicative of the manipulative 
power the Malaysian commercial 
media can command. Certainly the 
government has noticed: the national 
film board, Finas, has already recom- 
mended ad seminars for feature-film 
makers to improve the quality of 
Malaysian movies. 

More significantly, during the last 
national election campaign, the ruling 
National Front coalition employed one 
of Malaysia's top ad agencies to tailor 
its campaign material. ü 
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War 
cast a shadow 
over livelihoods 


By Jamal Rasheed in Kuwait 


sian workers in the six Gulf states 
which make up the Gulf Coopera- 
tion Council (GCC) are becoming 
increasingly concerned at dwindling 
job prospects, visa restrictions and 
other discriminatory laws which will 
come into force if the war in this vol- 
atile region of the Middle East spreads. 
Every evening during the Muslim 
fasting month of Ramadan, thousands 
of Asian workers gathered all over 
Kuwait City to share news and gossip. 
Filipina domestic workers, Sri Lankan 
refuse collectors, Indian clerical work- 
ers, Pakistani electricians and plum- 
bers and South Korean construction 
workers have one overriding concern 
at the moment — the possible escala- 
tion of the Iran-Iraq war and how it 
may affect them. 
The recent spate of attacks on oil 
tankers by both Iranian and Iraqi air- 
craft is viewed here as a desperate at- 


Japans fatherless society makes an 
impact—and a big box-office hit 


By Gregory Barrett in Tokyo 
negligent father leaves his teenage 
daughter to find ways of occupying 

herself during the summer holidays: 

she loses her virginity, gets involved 
with a motorcycle gang and becomes 
addicted to glue sniffing. And when, 
after returning home late, her worried! 
mother asks where she | 
has been, the girl replies 
angrily: "What difference 
does it make." The camera 
zooms in for a close-up of 
the girl’s burning eyes, 
and cuts to show the slow- 
motion demolition of a 
huge apartment building. 
This cameo of family 
disintegration in Japan is 
from the film Tsumiki. 

Kuzushi (Toy Blocks; 

Tumbling Down) which, 

along with the revival 

showing of Kazoku Geimu (Family 

Games) — directed by Yoshimitsu! 

Morita — attracted large cinema audi- 

ences in Tokyo in 1983. Both had been 

popular TV drama series before mak- 















ing it to the big screen. According to 
Video Research Survey, the last 
episode of Tsumiki Kuzushi— based on 
actor Takanobu Hozumi's best-selling 
account of his own experiences — was 
viewed in some 5 million households in 
the greater Tokyo area alone. This 
story's popularity lies in its sensa- 
tional treatment of teenage violence 
both at home and in school, while 
Kazoku Geimu's high ratings are 
attributed to its satirical view of 
the deep rifts created between par- 
ents and children by the the intense 
competition in Japan's school 
examination system. 
Teenage violence is very 
much an issue of the mass 
media in Japan today: a 
public which had long ac- 
cepted youth warfare as 
an unfortunate fact of life 
has been less philosophical in handl- 
ing the knowledge that some adoles- 
cents are physically assaulting not just 
their teachers but their parents also. 
In its analysis of this social malaise, 




























none of ‘the on 
ducing GCC coun- | 
tries is keen.to get i in- | 
volved ` arily > 
Teheran- considers all. 
the GCC countries às. | 
allies of Iraq; and by «| 
attacking. . Kuwaiti 
and Saudi Arabian 
tankers in the lower 
Gulf it hopes to force 
the states to stop 
funding the Iraqi war 
machine. 

The six GCC coun- 
tries headed by 
Saudi Arabia — have 
so far given more 
than US$25 billion in 
grants and loans to 
Iraq. The. war has 
been coupled with a 
decline in Arab oil output and the loss- 








1983 bomb-blas 
visa threat. 


of revenue has led to a severe cutback |. 


in-development projects, construction: 
contracts and.the need. for additional 
Asian manpower in the.Gulf states. 
Asian workers who arrived here on 
short- term contracts with individual 








Tsumiki 
links teenage violence with the exami- 
nation system. It regards youth's re-- 
volt as an inevitable manifestation of | 
the inner frustrations created by an 


education system which seems. based | 


on the law of the jungle: the succession. 
of increasingly more difficult exams 





from the elementary level, determin- 1 


ing whether a student enters a 
superior or a mediocre school, is 
merely the survival of the fittest. 

The examination theme is ap- 
proached by Kazoku Geimu when two 
typically middle-class parents hire a 
private tutor to improve their younger 
son's grades in junior high school. The 
tutor does not hesitate to use corporal 
punishment to motivate his charge, 
though, also, is sympathetic. 






n Currents in Japanese Cinema cri- 
tic Tadao Sato explained the history 
of this genre of film. In the 1930s, 
scriptwriters used family problems to 






criticise society; in the 1960s — when rj 
TV took over from cinema as the most. | fo 
popular medium — the soap formula | 








changed: inter-family strife was re- 
placed by happy families in which 
there were no discomforting social dif- 
ficulties. Then, in the 1970s, the origi- 
nal formula was revived — in particu- 
lartodeal with the problems of old age. 
"rom looking at the lot of the elderly, | 
ion has been switched to focuson 







E them > to return nw 














companies ; are "finding that their visas | 


Kuzushi also ERDA 


d aes ous P -— 
Ax de 


cannot. look for new 
work. and cannot 













we p 
i At Pakistanis, 
some of whom have 


l ‘discovering they can 
no longer bring other 
family members to 
work here. 

There has always 
been a thriving visa 


run by 
Kuwaiti Government 


sell visas. for maids 
and ire. who were allowed into 
the country ifi unlimited numbers as 


| long as they had a sponsor. These visas | 


would: be turned into proper work 


| visas and male family members would 
be able to cor 





| in. This source has now 
completely d ied up with recent gov- 
er nment crach downs. 












and Kazoku Geimu to take their place 
in the evolution of the theme. 
However, in c 

films which apbortióned the ie for 
family. upheavals to bad socio-econo- 
mie conditions, the 1980s’ variations 
make the parents culpable. (In this 
they coneur: with findings of recent 


| government surveys which criticise 
too-lenient parents in an affluent so- | 


ciety, for Japanese youth's, present 
trauma.) In fact the films tend to take 
their diagnosis one stage further by 


pointing the accusing finger at the 
father and urging him to re-evaluate 


his parental role. 

In the 1970s, the media ontinually 
splashed the problems of chichi naki 
shakai...(the fatherless society); a 
number of sociological studies carried 
out at that. time showed that many Ja- 
panese fathers barely played any role 


at all in the home. Some suryeys even | 


-alled for a return of the trac 

“father to provide a noble mode 
hildren. This prescription, 
ras refuted by sociologist 
kane on a TV show in Japan in 
1974. Nakane stated that such an au- 








 thoritarian figure would be totally un- 


acceptable in post-war Japan: her re- 


medy centred on a father who would 


become involved in his children's up- 
bringing, devoting time. and atte 
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black market, largely. 
low -levet 


officials. They would 


the i youre, doane Tsumiki Kuzüshi l 


ntion | 
n^ d eoa b uprooted and 






currently. d déporting as m 
non-Kuwaiti Muslim work 
month, merely on the suspicic 
they are either aparet 4 
Iranian revolution or involved ii 
tical activities. Those who } hi 















dci to gover nment officials, 
official policy is now to favour work 
of other Arab countries in prefe 

to Asians. There are already $i 
350,000 Palestinians in Kuwai 
Arabs from poorer countries suci 
Somalia, Egypt. and Sudan are ai 
ing in increasing numbers. 
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| O: type of Asian worker remy 
something of a status symtx 

| richer Kuwaitis: the Filipina maid 
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cording to a recent survey carrie 
by the Ministry of Socia j| Affair: 
Labour there are now 45,000 mi 
the country. More than 50% of 
are from the Philippines while th: 
are Sri Lankans and Arab we 
Most workers are under 35 and: 
6095 of the total are married. 
What the report failed to state: 
the REVIEW was told by a leadin 
thropologist at Kuwail U niver 
that Filipinas are treated very € 
He said that they are paid abou 
30-50 (US$100-170) à month ^ 
Arab maids receive 10 times 
amount. Many are so afraid of af 
ing their employers that they d 
protest at bad living conditions. 
salaries. “A Kuwaiti can get an 4 
_ deported with a single telephon 
said one Filipina maid who is lo 
after four children but has no ro 
herown to sleep i in and gets no d: 
It is not surprising that some af 
lead promiscuous lives, for they ay 
tremely lonely, as are Filipinos) 
in dormitories on construction. si 
Promiscuity is also a way of inereast 
one's income, 
thropologist. E: 
The war itself worries Asians: t 
cause any escalation will affect thi 
. first of all. Even if the much-hoped 
' ceasefire between Iran and Iraq oe 
in the near future, Asian worker 
hope for little respite. Economic « 
backs to counter oil-revenue lo 
| will be increased; security and vi: 
strictions will be tightened ww 
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according to the a 




































more as fears of internal subve 
. ahd Islamic fundamentalism. 
(Such fears will not diminis 
there is a ceasefire.) Indian 
many.of whom have been here 










































































| a houses over half of mankind. Everyday events are 
appening here that not only shape Asia's future but af- 


vents, compiles analyses and interprets them. No 
essman can afford to ignore them. Nor can any 
xecutive or scholar or anyone who has dealings with 


uts the economic, social and pee realities 


p cis | Section, pene | Commodi Futures and 


iar chapters and features as well: a Regional Round-up, 

xe Power Game, Population & Food, Development 
Janks, Asian Finance, Asian Investment, Energy, Com- 

dities, Aviation, Shipping, Trade & Aid, West Asia, 
South Pacific and Asian Organisations. 

ie main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
ocial Affairs, Foreign Relations, Economy/Infrastruc- 
ure — ranging from Afghanistan through China, to 
<orea and Japan, down through the Philippines to Aus- 
a and New Zealand, and then back to Pakistan via 
dia, Indonesia, Singapore and Malaysia. 
in the past, the Yearbook has an abundance of 
rts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every TOUN: 


e -by-Country Analysis _ 

ich country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure. The Yearbook gives you localised, 


the entire world. Asia 1984 Yearbook covers these | 


i. Decide for yourself whether any other single - 


i activities atthe United Nations. You will find fami- . 


i st-hand information on everything from market poten- 
> fore inv ene KM 


also been supplied with a set of vital statistics compiled 
against a master questionnaire providen by Yearbook 
ADS 


How We Did It 

Published by the Far Eastern Economic Review: ‘the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 


provide on-the-spot reports from every major Asian 


capital. From Islamabad to. Tokyo; Peking to Canberra 


and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 


staff contribute (as they have regularly for 25 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 


minus the mystery, minus the myth. To give you Asia as 


only the Far Eastern Economic Heview can. 


Soft Cover: HK$150/US$19.95/£13.00/M/S$42.50 - 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 
For airmail delivery, please add: HK$45/USS6/£4/M/SS1 3.50 
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Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 
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Asia 1984 Yearbook (Soft Cover) | 

Price: HK$150/U8$19.95/£13.00/M/S$42.50 each 
No. of copies C) by surface 
Asia 1984 Yearbook (Hard Cover). "T 

Price; HK$180/US$23.95/£ 15. 90/M/S$50. 00 gd 
No. of copies e Qu. by. surface | 
*For airmail S please add: HK$45/US$6/1 
Copy. 
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ormer United States smbassadot 
George MeGhee's memoirs are sub- 


titled Adventures in Diplomacy, and, 






former secretary of state Dean Rusk 
notes in his: yeword: that MeGhee's 


career covered “that vast area reach- 
ing from the Strait of Gibraltar to the 
Bay of Bengal and. from the Caspian 
Sea to the Cape "of Good E á The 





East, South Asia: and A icr: — SO avast a. 


territory as to tax t e skills of any dip- 
lomat, no matte rhe v versatile! 
McGhee offers guing glimpses 
of leaders and negotiations during a 
period that pitted t 
Soviet Union even: 













re determinedly 





than today. For instance, McGhee first - 


met India's. prime minister Jawaharlal 


. Nehru during a visit to Washington in - 
i 1949, when the Nehru clan was estab- . 


* 





ig itself as India's first family. 
—MeGhee clearly preferred Nehru's 
sister, Vijaya Lakshmi Pandit, then 
India's ambassador in Washington, to 





his daughter, Indira, who functioned > 


as Nehru's “constant aide and prompt- 
er, always at his side,” and “appeared 
to bei in competition" with his sister. As 


a relatively junior officer, McGhee : 


| 


"melted into his [Nehru's] own entour- 
age" and saw him "act so rudely, even. 
brutally, with members of his staff, 
over some real or imaginary derelic- 
tion" that he was "embarrassed for 
both him and them." 

. In the midst of the Cold War of the 
Stalin period, McGhee found that 
Nehru spoke “easily and sonorously" 
but without taking a clear-cut position 
on what Washington regarded as oe 
Soviet threat. The author saw Nehru’ 
efforts at neutralism as aeae 
then, and obviously still does. MeGhee 
felt more comfortable with Pakistani 
leaders, notably prime minister 
Liaquat Ali Khan, who was assassi- 
nated in 1958, and says that the coun- 
try "has not produced a Comparable 
leader since.’ 

A historical anecdote, full of irony 
today, refers to a visit by the Afghani 
ambassador in Washington, prior to 
McGhee's trip to Kabul in 1951. The 
ambassador, Prince Mohammed Naim, 
pressured McGhee on the issue of US 
military aid to Afghanistan and 

“hinted that if it were not forthcoming, 
the Afghans might have to talk to the 
ussians." McGhee wrote the tele- 
) nber of the Soviet Embassy 


US against the 
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| lems 


with Buddhism 


| fucianism has always. 





These memoirs include encounters 
with such major. historical: igures as 
Mohammed Mossadegh, the § 
Iran, the Bey of Tunis, King Saud of 


Saudi. Arabia ^ and. Emperor Haile 
















“Selassie of Ethiopia. : A concluding 
"chapter presents an overview of the 


area since 1951, a 32-year résumé. 
McGhee regards this period as “the 
final demise of the colonial system (ex- 
cept for that which continues inter- 
nally within the Soviet Union)," with 
the US trying to help “the new states 
get a fair start in the world and begin to 
salve their difficult, aie props 
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The Book of Chinese Beliefs Bs Frena 
Bloomfield. Arrow Books, London. 
£1 75 (US$2. 50). 


FU some fu centuries, Ei uropeans 
have been trying to define the reli- 
gion of the Chinese: a blend of Taoism, 
Buddhism, Confucianism and primi- 
live animism, this entity is notoriously 
hard to pind down. 

Taoism is the real religion of the 
Chinese, covéring as it does the most 
abstract metaphysical speculation 
along with early science, primitive 
spiritualism, and myths of human per- 
fectability and eternal life. In modern 
China, such ideas still sse 
find quite widecurrency E. 
especially. — ‘but not -f 
exclusively in the B^ 
countryside. Blind for- 
tune-tellers and other 
agents of "superstition" 
— as it is called by fi. 
the Chinese Communist. fi 
Party — still make their 
presence felt in large 
cities such as Changsha 
to. say nothing of the 
country towns: ae vil- 














“But Taoism. is inex- : 
tricably bound up both f 
and 
some loosely Confucian | 
ideas. “Although Con- 
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the Soviet. invasion E if 
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we had exaggerated the Sovi 
to the Middle World, that we 
inter preted longer- rar £ 
goals." He concludes, ho 

















eie Ag a a exes sane st 
Oxford University as a Rhode: 
and despite a quarter- -centurs 
foreign service retains some of 
thusiasms and naiveties of an 
diplomat. His fascination wi 
enables him to recall à misund 
ing in Karachi some th 
later, whereby, instead of t 
he was served “partridge” 
fast. Envoy to the Middle \ 
thing if not sincere; it exi 
archaic charm. 































and 
classes, Taoism, being held in 
awe, nonetheless is. considered - 


Chinese upper upper- 








superstitious and misleading. . 
field — already known for her s $ 
the occult in Hongkong ~~ 
much work and rese: arch 
highly absorbing and en 
book. Mediums, palmists, 
marriages and a host of other 
clarified by her experience in ^ 
and Hongkong, and she | 
more material from Sings 
Malaysia. 
The author offers no persor 
ion on the many cases of supe 
phenomena she} 
or been told abouti 
Chinese world: di 
less some such we 
BPO clever tricks. aimed. 
d scheating people, su 
fortune-tellers tel 
their clients what t 
believed they want 
hear. But after re 
this book, one d 
vinced that hc 
ficult it may 
analyse Chinese 
phenomena (in 
cases, closely re 
those of other 
tries), the simple es 
nation is that it i 
to believe in the. sx 
natural than in ps 
scientific explana’ 






































































































| Philip Bowring in Hongkong 


Mhe beginning of the end of the 
- Multi-Fibre Arrangement (MFA) 
. may bein sight. A 200-page study 
of the operation and effects of the pact, 
which regulates most trade in textiles 
and clothing between developing and 
developed countries, suggests that im- 
porting as well as exporting countries 
üld be getting hurt by it. 
Criticism of the machinery by which 
the developed world has forced de- 
eloping nations to surrender the 
hts applying to other trade in manu- 
'es is, of course, nothing new. But 
e it comes from the secretariat 
e General Agreement on Tariffs 
Trade. This is the body under 
se auspices the MFA was 
sotiated to bring a degree of order to 
e in which Gatt rules had broken 
n in the face of the first serious 
llenges to the developed nations’ 
estic markets from developing: 
ld manufacturers. . 
e study was prepared in response 
equest by.a Gatt ministerial meet- 
1 November 1982. It is likely to 
ve a key document in determining 
t, if anything, will replace MFA-III 
nitexpiresin 1986: an MFA-IV; an 
dered return to trade based on Gatt 
iples of non-discrimination and 
ably with restraints based on 
not quantitative restrictions; or 
hy. The first semi-official reac- 
to the document are likely to 
' from developing-country ex- 
ters meeting in Karachi on 21-26 
to discuss it. 
Jthough scrupulously avoiding any 
ific conclusions, the report by and 
constitutes a critique of both the 
mechanics.and the consequences of 
FA-style trade regulation based on 
iantitative restrictions done ona 































































t early a quarter of a century of 
such regulation (the current MFA and 
ts two predecessors) has distorted 
T Jn and manufacturing i in such away 


d ou be uncomioHable: 
e apart from the principles of 
















s vd be an increasingly obsole! 
ctur e. First, thoughit encompasses 


the report indicates that the || 


iles- and doe the trends IL 


their share of developed markets much 
more rapidly than have textiles ex- 
porters. This it attributes in large part 
to technological change in textiles in 
the developed countries, perhaps spur- 
red by improved margins brought 
about in the first instance by protec- 
tion. Increased capital intensity in tex- 
tiles however, has not been matched in 
clothing. 

Secondly. the study shows that 
though textiles and clothing exports 
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DISTRIBUTION OF WORLD 
TRADE IN TEXTILES 
AND CLOTHING 


TEXTILES 
Exports (US$ billion) i 
World . 
- Developed area 
(Intra- EEC) 
Developing area 
Eastern trading area 


Imports 

World 
Developed area 
Developing area 
Eastern trading area 


Exports (US$ billion) 
. World 
Developed area 
(Intra-EEC) 
Developing area 
Eastern trading area 
Imports 
World 
Developed area 
Developing area 
Eastern trading area 


(26) 
35 
14 


100 | 
56 
17 
Vi 


100 
78 
10 
12 


from developing countries have in- 
creased despite restraints, as a propor- 
tion of their own production and trade 
in manufactures they have fallen dras- 
tically. In the very early stages of in- 
dustrialisation, textiles and clothing 
were key industries, but their relative 
significance has declined almost as 
much in the deere as in the de- 












SHARE OF TEXTILES AND 
CLOTHING IN 
MANUFACTURED EXPORTS 


‘Developed countries: 
LE Developing countries. 
, Eastern anes area 
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veloped world. In the latter, clothing 
consumption has tended to lag well be- 
hind overall consumption growth. And 
in the future this may be even more 
pronounced as population growth 
slows further. 

The implication clearly is that tex- 
tiles and clothing are no longer suffi- 
ciently important to warrant the spe- 
cially privileged position that the poor 
have accorded to the rich. Further- 
more, the statistics illustrate that de- 
spite all the fuss made about develop- 
ing-country textiles exporters, the 
majority of textiles trade still takes 
place in a relatively unfettered manner 
between the developed nations. 

The report also makes it clear that 
the longer the MFA is allowed to go on, 


the more restrictiveit becomes, and the 


more prone to losing any semblance of 


| equity and simply covering for what- 


ever bilateral restrictions one nation 
can force on another. Although MFA- 
Ill does not include the “reasonable 
departures" clause of its predecessor, 
allowing all kinds of "agreed" depar-. 
tures from principles, growth is, for 
many, effectively frozen. The $s0-call- 
ed dominant suppliers. have been fur- 
ther restricted in favour of countries 
whose ability to be competitive is less 
certain. 


sian producers have. been espe- 
cially hurt. Not only are they 
mostly highly competitive: but 
the European Economic: Community, 
in particular, has fostered their growth 
of outward-processing trade (OPT) ar- 
rangements by which. clothes made 
with textiles produced by the ultimate 
importer are allowed preferential 
entry. This allows an importer to take 
advantage of cheaper labour for cloth- 
ing manufacture while ensuring its 
own textiles manufacturers of a cap- 
tive market. Such arrangements pile 
irade distortion on trade distortion. 
And they make an even bigger non- 
sense of the supposed. multilateral 
character of the MFA. Such distor- 
tions, the study notes, are likely to be- 
come worse under an MFA regime once 
Spain and Portugal join the EEC. 

Meanwhile, the. study emphasises 






that the much-advertised generalised 


system. of preference schemes for de- 
Mode cou Hries. am resp ct to. 














pact of bilateral restraints of the MFA 
variety and the global-quota systems 
operated by a few countries, such as 
Australia. Apart from the crucial fact 
that global quotas. are non-dis- 
criminatory,. and thus closer to Gatt 
principles, the study notes that though 
the evidence is not conclusive, there 
are suggestions that under 
quotas new suppliers find it easier to 
gain access. This contradicts one of the 
. arguments sometimes advanced for the 
MFA — that without bilateral quotas, 
afew highly efficient developing coun- 
tries would capture a larger share of 
markets, to the detriment of the 
weaker developing exporters. 
However, a crucial disadvantage ofa 
global quota for the exporter is that it 





is necessarily administered by the im-. 


porting nation, which thus captures 
the value of. the quota — often, the 
study notes, as much as 25% of the cif 
price of the goods. Where the exporter 


receives. the value of the quota, this. 
amounts to a terms-of-trade gain for- 


him. The study notes that the value ofa 
bilateral quota to an exporter who ad- 
ministers has been a crucial factor in 


the ability of the importing nations 


to persuade exporters to accept the 
MFA. 

Meanwhile, the importing countries 
have not worried about the terms-of- 
trade loss because their concern has 
been with protecting short-term 


domestic employment rather than with i 


long-term national macro-economic 
- considerations. Complex bilateral ar- 
. rangements also may favour the big- 
. ger. developing suppliers because 


they have the capacity to set up the 


necessary bureaucratic infrastruc- 
ture. |. 

The study further suggests that 
bilateral quotas may not only fossilise 
trade but within individual exporting 
nations may (depending on the method 
of quota allocation) prevent business 
flowing to the most efficient — rather 
than longest-established — manufac- 
turers. 

The MFA philosophy is not merely 
protectionist, it is discriminatory 
against the developing 
world. Thus, suggests the 
study, it fosters fears 
that any industry which 
becomes competitive 
risks being clamped 
down on. This, in turn, 
generates import-substi- 
tution policies in de- 
veloping countries and a 
diversion of scarce re- 
sources to other indus- 
tries in which they have 
less comparative advan- 
tage. OM the MFA 
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suggestions for similar pacts, for 
example on steel. The danger of the 
demonstrationeffect is real and the 
MFA may have helped inspire orderly 
marketing arrangements and similar 
restraints for footwear, cars and so 
on. 

It finds little support for the asser- 
tion that under-utilisation of quotas 
indicates.that restraint is not as severe 
as it. may seem, noting that utilisation 
varies widely with rates to the United 


quotas but only 52% and 61% of their 
EEC ones. 


MI xamining possible explanations, 

Ithe study notes the complexities 
of quota categorisation as one 
possible reason, particularly in the 
EEC, where quotas are negotiated on a 
community-wide basis but subdivided 
into separate numbers for each mem- 
ber state. The complexities and the 
small size of many quotas inhibit par- 
ticipation in the marketplace, particu- 
larly for small producers. 
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parative advá gt 
seeable future. However, 
impact. on the textiles inc 
be difficult to predict. 
It would depend on wh 
veloped countries held on to th 
of textiles exports under OPT ar 
ments and whether they were 
increase their sales of textiles. 
developing world where the . 
output growth will inevitabl 
place — which in turn would b 
enced by the extent to whi 
world market discour 
substitution policies in 
tions. 

It concludes that the c 
mic effect of de-restriction. Y 
beneficial to the impor ting e 
as it would boost output in the i 
tries where they were most cor 
tive. For exporters, the study : 
restriction would probably re 
redistribution of clothing prc 
and exports among them in 
with comparative costs, 
skills and so on. Terms of ue í 
ever, would decline. And textil 
dustries might come under pressu 
clothing exporters would not beab 
survive if they had to pay high p 
for locally produced fabricsin 
ition with either developed. cou 
more . efficient developing: : 
producers. 
In a broader context, it says E 
sation would help many deve 
countries suffering severe debt 
lems. And the study reminds th 
porters that "any action which y 
a country's imports will also reduc 
exports." But it ppc that if 
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Police battle strikers: a growing number of protests. 


ECONOMIES 


No pain, no gain 


The IMF presses for more far-reaching reforms than Manila is 
willing to concede as the financial situation deteriorates 


By Guy Sacerdoti in Manila and Anthony Rowley in Washington 


ith a team from the International 

Monetary Fund yet again 1n Man- 
ila in the week of 9 July to try to 
finalise an economic programme as a 
short-term remedy for the Philippines’ 
current debt crisis, pressure on the 
government is mounting as the effects 
of the nine-month delay in getting 
foreign-debt rescheduling off the 
ground are becoming more visible. 

The REVIEW has learned that senior 
officials at the IMF consider the econo- 
mic-reform measures recently taken 
by the Philippine Government as 
purely “marginal.” And the IMF is 
viewing the way Manila is handling the 
current economic crisis as similar to 
that of debt-torn Argentina, in the 
sense that it sees the country as some- 
thing of a wild card. 

"We don't know whether the presi- 
dent [Ferdinand Marcos] will behave 
responsibly — that is anyone's guess,” 
said a source familiar with IMF official 
thinking. While the IMF believes the 5- 
6 June 22:2% peso devaluation was a 
step in the right direction, much more 
needs to be done in all three critical 
areas of IMF concern — exchange-rate 
policy, fiscal austerity and monetary 
policies. The way negotiations are pro- 
ceeding on the economic-adjustment 
programme, it is highly unlikely any 
agreement will be forthcoming during 
the meetings held in July. The IMF is 
not willing to predict just when an 
agreement might be reached. 

“The question is, will the Philippines 
be prepared to make all the adjust- 
ments needed in one go or will they try 
to stretch. them out over a longer 
period? The longer they take, the more 


the confidence of the commercial 
banks will be affected. Also affected is 
the question of confidence among the 
Filipinos themselves," said this source. 
That is the other side of the economic 
coin the government is already begin- 
ning to face, as delays in reforms mean 
delays in the freeing of desperately 
needed foreign exchange from the 
IMF, foreign donor governments and 
commercial banks. 

The inflation rate, now nearly 50% 
on an annualised basis, coupled with 
drastic import restrictions, is wreak- 
ing havoc on local manufacturers, who 
in turn have laid off more than 60,000 
urban workers since the beginning of 
the year. Two wage increases since the 
crisis began in October 1983 only meet 
half the price rises in consumer goods. 
Many of the growing number of strike 
actions involve even earlier mandated 
wage increases. 

In the agricultural sector, thought 
largely immune to inflationary pres- 
sures owing to lower consumption 
among farmers and higher peso earn- 
ings for traditional export com- 
modities (as a result of the 39% com- 
bined peso devaluation since October 
1983), the rise in input costs along with 
weakening markets abroad in some 
cases have hurt rural pockets. And, be- 
cause of reduced production of raw 
materials for local consumer products, 
urban market shelves were left short of 
needed goods. 

One much-touted achievement of 
the Marcos administration during the 
1970s was the country's self-suffi- 
ciency in food production, even to the 
point of exporting some 50,000 tonnes 


of rice to Indonesia during 1977, with 
limited exports since. During the first 
week of July, however, 22,000 tonnes 
of imported Thai rice arrived at two 
ports on the island of Luzon. More than 
150,000 tonnes from both Thailand 
and China are expected to arrive 
within the next 60 days, on a 180- 
day government-to-government cre- 
dit. Urban prices for this staple have 
been consistently above government 
ceilings, despite closures of numerous 
stores by official price-monitoring 
teams. 

The sugar industry is in desperate 
shape. Export earnings for sugar pro- 
ducts during the first four months of 
the year fell from the 1980 level of 
US$657 million to a mere US$93.3 mil- 
lion, also slightly less than 30% of the 
1983 figure of US$316.1 million. The 
government's trading monopoly, the 
National Sugar Trading Corp. 
(Nasutra), headed by long-time Mar- 
cos friend and business associate 
Roberto Benedicto, has fallen far be- 
hind in payments to millers since the 
beginning of the year — owing planters 
an estimated P500 million (US$27.78 
million). A Benedicto-controlled com- 
mercial bank — Republic Planters 
Bank (RPB) — remains in trouble, seri- 
ously caught with reserve deficiencies 
(a presidential letter of instruction al- 
lows Central Bank of the Philippines 
penalties for RPB's reserve deficien- 
cies to be accounted for as a central 
bank advance). 

The international sugar price is now 
below 5 US cents a lb, with production 
costs estimated at 12-14 cents a lb. 
Five-year futures contracts negotiated 
by Nasutra at 23 cents a lb (which 
cover 50% of all Philippine exports) 
run out in August, and the government 
is in the process of revamping trading 
schemes, raising purchasing prices 
locally and allowing a greater portion 
of export production to be traded 
freely. 


Nc abound as to whether Ben- 
edicto will remain the country's 
sugar baron (as Nasutra head and chair- 
man of the Philippine Sugar Commis- 
sion), and the market carried persistent 
rumours towards the end of June and 
early July that Benedicto would re- 
main out of the country following the 
recently failed Geneva talks on the In- 
ternational Sugar Agreement. He re- 
turned in the first week of July, pub- 
licly criticising policy decisions made 
in his absence, particularly those made 
on the advice of Trade and Industry 
Minister Roberto Ongpin. 

Even the mining sector, which bene- 
fits from devaluation more than 
others, is hurting, with the interna- 
tional price for copper falling below 60 
cents a lb (most firms estimate costs of 
production at 72-75 cents). The much- 
heralded copper smelter on the island 
of Leyte, inaugurated in 1983, was out 
of commission for a number of weeks 
owing to a kiln overflow. 
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J 8: lio: 39% above the 1983 
mark), that was because of a threefold 
price increase internationally. Produc- 
tion fell 22.596 and the availability of 
cooking oil and some detergents (all 
coconut derivatives) has been irregu- 
lar. 

With the fourth moratorium on 
foreign-debt principal repayments ap- 





proved in mid-July, the IMF is becom- — 


ing more impatient with the Philip- 
pines. Before an economic programme 
can be finalised, the IMF wants Manila 
to put its monetary house in order, par- 
ticularly the excess liquidity which 
< flowed into the system in late 1983 and 
«during the first quarter of this year. 
"But government technocrats, headed 


o by Prime Minister (and Finance Minis- 


ter) Cesar Virata, argue that strict 


compliance «would mean a further. 


tightening of the banking system to the 
point where banks such as RPB and 
_ even the government's own Philippine 
National Bank (PNB) — the largest 
commercial bank- — would become un- 
viable. "ARN 

Already, reserve requirements have 
been raised 8?5.since the crisis began 
and reserve deficiencies have been the 
result. Using increased interest rates to 
soak up cash has helped somewhat — 
particularly with centgal-bank bills 
and treasury notes carrying rates of 
around 30% — but the central bank 
has been slow manoeuvre banks to 
raise their sa $ rates to necessary 
levels. Meanwhile, the reserve de- 
ficiencies of I 
pushed inter-ba: k rates to more than 
60%. z 











[ncreasing savings rates would place 
too much pressure on these banks, 
the argument goes, | 
economists say that a forced consoli- 
dation of the banking system as a re- 


sult of these pressures would, in the 
long run, help the economy. The gov- 


ernment, however, wants to help banks 


such as PNB and RPB avoid not only | 


loss of face, but also the potential fora 
major bank failure. 

But the IMF has remained steadfast. 
While the 5-6 June exchange reforms 
partially complied with IMF parity 


. dictates and put negotiations back on 


track, sources familiar with negotia- 
tions in Washington say IMF managing 
director Jacques de Larosiére over- 
ruled staff recommendations and in- 
sisted on tighter conditionality for 
the 615 million special drawing 
rights (US$627.5 million) standby 
loan, which would become available 
when the Philippines programme is 
approved. The sources say de Larosiére 
was upset with the US$600 million 
overstatement of international re- 


|. Serves discovered after negotiations | 
b gan i in October 1983, and wanted to | i 
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iks such as PNB have | 


though many 





pines to make what it feels aret 

propriate reforms before finally äp- 
proving the standby facility. The IMF 

says it will stared firm on the condition- i 

ality attached to the standby with the c 
Philippines, not purely because of the 

| country's economic needs, but also to | 

signal to other nations in similar finan- » 

cial straits that adhering to tough | 

medicine applies to all. | 

Export performance has been below | 
expectations —-except. for export-pro- 

cessing zone products such as semicon- | 
ductors, which have a minimal value- 

added component (85% import con- | 

tent) — despite a 2075 drop in import | 
values, leaving the projected current- 

account deficit of US$1.5-1.7 billion | 

for this year at an unmanageable level, | 

particularly if rescheduling and thein- | 

flow of new loans continue to be de- ie 

layed. Even if the IMF standby is able | 

to be disbursed before the end of the | 

year, bankers on the 12-bank, New d 

York-based Advisory Committee for | 

the Philippines — which, with the IMF, | 

is overseeing - the rescheduling process |] 

— admit new money will be hard to | 

come by, despite the urgent need to fi- | 

nance this year's payments gap. The | 

new money is estimated at US$3.3 bil- | 
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lion, half of itin multilateral and bilat- 
eral assistance with the rest in new 
commercial-bank loans. 

The effects of the massive rise in 
domestic liquidity already have taken 
their toll in surging consumer prices 
and a crunch in disposable incomes 
even sharper than would otherwise 
have been the case. The inevitable poli- 
tical backlash is under way, with Mar- 
cos taking a tougher stand on strikers 
and student demonstrators. The IMF 
says it too is worried by the recent 
spate of demonstrations and Marcos’ 
uncompromising response. 

But if Marcos decides to forgo the 
| tough. IMF conditions, he will have to 
. contend with the creditors alone. Un- 








like the Venezuelan situation, in which 
| that country's government managed to 
¿negotiate directly with its creditor 
banks despite non-compliance with 
the IMF, members of the Advisory 
Committee on the Philippines have 
made it plain they will do nothing until 
IMF approval is forthcoming. 

A number of tough decisions face 
Marcos and his technocrats. In many 
ways, he has. painted himself into a 
corner. If he accedes to the IMF, he 
must deal with the inevitable political 
problems that will ensue — more pub- 
lic demonstrations on one hand and,on | 
the other (and perhaps even more im- yE 





portant politically), the need to dis- 
mantle the sectoral fiefdoms built by 
some of his Quee I bd he 
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name of its managing director, 
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IMF imposes austerity 
through its adjustment progr 
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its means, economic mee 
"inesca Babies It explains: 
countries have aggravated thei 
tions by postponing the econor 
rections made necessary by t 
shock and world recession." 
Larosiére goes on to argue, as he 

recent speeches, that the fund' 
ception of adjustment 
synonymous with lower growth or 
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In fact, the IMF says that the re 
decline in economic growth in. 
America began before it intei 
The fund's programmes, it is àrj 
are aimed at achieving a me 
balance-of-payments equili 
more efficient use of resources. 
the argument goes; "By intre 
number of measures to gener 
domestic savings, more inves 
and more exports” to achieve a 
balance of payments, the way 
"for more vigorous and la 
growth.” The paper con cedes. 
these adjustment prog rammes "do 
tail sacrifices," but s Says: "Au 
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De Larosiére points out the 
lending in 1983 exceeded 12. 
special drawing rights, 
(US$12.2 billion), and, all ta 
fund’s stamp of approval 
more than US$40 billion to 
which met its adjustmerit crit 
dressing the oft-criticise d “soc 
of adjustment," the paper e 
"The way costs are divicled wt 
society is not a matter for the 
decide, but a question of 
choices t 




































| The paper  Conctudes by ius | 
rat. fund ae asta “must pe P 


Dominican Republie Chile ind the 
h tld sotte sg that the fund 






ea Bi said: "There sno way the 
ini chiens ease conditions; either it is 
















s Economic pal Council c on 
sia and the Pacific in Geneva, de 
Larosiére praised the “@pamatic exter- 
nal adjustment of the developing 
world,” which he said has cut its bal- 
ance- of-payments deficit in half . 
from US$110 billion to US$56 Ballon 
in 1981-83. De Larosiere also 
pointed out that since: 1982, the fund 
has lent some US$22 billion in support 
of adjustment to 86. countries. Despite 
the fund's new public relations effort, 
however, criticism of its programmes 
continues. 

In the United States, there has been a 
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array of leftist-liberal Bae in 
passing an amendment that, if adopted 
by the full congress, would prevent the 
withholding of US foreign aid to coun- 
tries which have failed to reach agree- 
ment with the IMF on adjustment pro- 
grammes. Kemp ar gués that the road 
to economic growth in the Third World 
is through lower taxes and by reducing 
subsidies and letting market forces 
work. "I am very concerned about the 
politics of austerity being imposed by 
the IMF on the Third. World. How 
much more austerity can these coun- 
tries stand?" he asked. j L 









of his last public statements as | 
| finance minister, Tunku 
eig Hamzah warned that the 
iry could be heading for another 
sion in 1985 "even worse than the 
'xperienced recently." Razaleigh 
m Prime Minister Datuk Seri 
thir Mohamad moved to the 
and industry portfolio on 14 
"based his prognosis on disturbing 
that imbalances in the United 
; economy and “structural prob- 
' among developed countries may 
g down world trade volume. (More 
half Malaysia's gross domestic 
duet is derived from export re- 
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aated i miey i in fune alone 
6.3%, while turnover dropped 
8.8%. Commodity prices also have 
en volatile, dropping far below gov- 
rnment expectations at the beginning 
the year. The price of natural rubber 
ell unnervingly in June to below M$2 
j6 US cents) a kg (REVIEW, 5 July). 
High production of major com- 
1odities has hurt prices: natural rub- 
utput was nearly 20% higher for 
rst five months of 1984 than in the 
e period in 1983, while palm-oil 
sin May and June jumped almost 
bove the same period in 1983. 
alm-oi'l prices at the beginning 
y had dicopped to below M$1,300 
e ex-es tate — a stark contrast to 
nearirig M$2,700 a tonne four 
mths ago. Cocoa and pepper prices 
ave > fallen £ilso, though not as drasti- 
: s for timber (both | 
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latest official trade figures available) 
while export volumes decreased. 

A gap between the government's am- 
bitious industrial-development objec- 
tives and local investment funds to 
make them a reality have prompted 
anxiety about low deposit rates 
achieved this year and about imbal- 
ances in bank-loan portfolios. Worry 
focuses in particular on the degree to 
which commercial banks may be ex- 
posed to property-development loans. 

In July, the deputy governor of Bank 
Negara, the central bank, Dr Lin See 
Yan, reiterated governor Aziz Taha's 
March warning that a "preponderance 
of loans to [property and. 
housing] poses undue risks, 
especially in times of excess 
supply": property-related 
loans account for approxi- 
mately one-third of total 
outstanding private-sector 
loans at a time when slow: 
deposit growth has lifted 
the loan:deposit ratio to 
above 93%. At the height of 
the commodity boomlet in 
the first quarter, govern- 
ment forecasters expected ` 
demand and fixed deposits to increase 
by M$5-6 billion. By 30 June however, 
less than M$1 billion had come in. 

In another move, the central bank in 
June decided that commercial banks 
may no longer lend more than the equi- 
valent of 30% of shareholders’ funds to 
any single customer — a difficult to en- 
force measure that may prevent mas- 
sive Bank Bumiputra/Carrian type ex- 
posure in future. Also in June, 
Mahathir said the government would 
soon abandon some restrictions on 
foreign investment: BS uen 














domestic wak as lone as they use 
local resources and employ capital- -in- 
tensive techniques. . 

On the bright side, the government's 
forecast last. October of a6% growth in 
GDP still seems likely: a Bank of 
America study in June, for example, 
forecast up to 796 growth, spurred — 
chiefly by oil and gas exports. The 
January-April trade figures for Penin- 
sular Malaysia saw manufactured ex- 
ports continuing to rise — reaching 
M$554.6 million during the period, a 
10% increase over the same period in 
1983. Even with the overall drop in 
commodity prices since March, some in 
the Treasury believe the surplus in Ma- 
laysia's balance of trade this year will 
reach at least M$1.5 billion. However, 
government revenues (sharply up since 
| mid-1983) may not be sus- 
especially funds 
commodity-export 
zilevies or plantation-based 
corporate taxes falling due 
in early 1985. 

Most worrying however, 
is the services-account de- 
ficit (ECONOMIC MONITOR, 
REVIEW, 10: May). Speaking 
at a British-Malaysia "In- 
visible Trade Links" semi- 
nàr on 17 July, Mahathir 
said that Malaysia's 1983 
invisibles deficit (M$8.3 billion) will 
probably reach a staggering M$9.5 bil- 
lion in 1984. The prime minister noted 
especially the outflow of freight and 
insurance payments (M$3 billion alone 
in 1983). But perhaps just as worrying 
are investment-income remittances 
(the corollary to liberal foreign invest- 
ment) and interest payments ( the Ma- 
laysian Government has already bor- 
rowed another US$200 million in syn- 
dicated loans since April) which will 
exacerbate the 2x oblem. The current 
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But few people would immediately * Deposit taking in Austin Banking Group Limited 
recognise an Australian face as a power dollars, New Zealand dollars, US dollars 10Collyer Quay, No. 08-01 Ocean Buildi: 
in international banking, Nonetheless and other major currencies; Singapore 0104. Telephone: 91835: 
Australia's stature and reputation in the * International trade finance and 23336 (GEN) 33930 (FX 
marketplace of Singapore and Hong related services; Hong Kong 
Kong are growing daily * Corporate finance ANZ Finance (Far Ea 

ANZ has long been Australia's * Investment services. 9th Floor Alexandra Hous: 
most active bank internationally with an Yes, there is a group of Australianswhom 16-20 Chater Road, Hong K 
expanding interest in Asia and a you should recognise in the financial lelephone: 5-215511, Telex: HA 86 
commitment to servicing trade, finance — circles of Singapore and Hong Kong. GEN) HX 63546 (FA 


and investment activities within the 


region and beyond ANZ The bold face of Australia in in Titina kir 
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e. South -Korean Government's 
much-vaunted- 
lrive, which took-a- further step on 
July with. the removal of 344 items 
rom the government's banned list. On 
e South. Korean side, many agree 











ountry's myriad visible and invisible 
mport controls, formally initiated in 


en the cautious steps that have been 
ade have been sett to backtrack- 


i talk an no o'action,"  scoffed one | 
| | foreign businessman i in Seoulat | 


import-liberalisation | 


hat the process of breaking down the 


983, is.still in its early stages, and. 

















one man, but hisideas continue to hold 
sway over the president. 

While foreigners and non-govern- 
ment sources regard the liberalisation 
policy primarily asa bargaining ploy to 
improve the country’s standing with 
major trading: partners; notably the 
United States, the liberals insist that 
this would merely be a side-effect of a 
policy which is above all designed to 
improve. the efficiency and. competi- 
tiveness of South Korean industry. 

Despite the strong influence of the 
liberal camp, the. foreign. business 

community in Seoul generally is scep- 
| tical about what real effect the liber- 






















ging agreement from business in- 


reaucracy. 





esents reveals a picture of the net- 


oritarian country. As Young Soo Gil 
he Korea Development. Institute 
DI) — a leading proponent of import 
disation — put it: "Many people 











iat; that is not true.” = ~ 
e liberals currently. play a do- 
ant role in economic-policy formu- 








d President Chun Doo Hwan’s spe- 
economic adviser, Sakong Il. In 
ddition, liberal maverick ^ Kim 
hwan, former president of KDI, the 
government's. predominantly liberal 
omic. think-tank, recently has 








rational. Economic Policy Council. 
The council was set up within the Eco- 
imic Planning Board in February to 
dinate the activities of all govern- 
ment bodies. with respect to interna- 
onal economic dealings. 









ne liberals owe much of their current 
pre-eminence to former presiden- 
jal economic adviser Kim Jae Ik, who 
was killed in the Rangoon bombing of 
October 1983. Kim had the personal 
respect of Chun and his liberal econo- 
mic outlook has left a lasting impres- 
ion on the president, a former general 












cies ria t Menelaum in S ties of Quy : | 
sts as well as the lower ranks of IE 
"he challenge which this opposition | 


rk of constraints which work upon |J 
government of this. apparently au- 


democratic countries think that . 
government here can just do things. 


been given a key post as head of the In- | 


.unscehooled in economies. Kim' S death 



























in — Finance Minister Kim Mahn | | 
thief of staff in the Blue House (the || 
'sidential palace) Kang Kyong Shik, 









Kang: liberals dominate. — ~ 
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als’ reforms. will have on the web of red 
tape surrounding imports. They point 
to the new regulations which have re- 
placed old ones — most commonly, the 
increased tariffs imposed. on. import 
items in respect of which non-tariff 
barriers have been dropped. In addi- 
tion, restrictive import licensing (a fre- 
quently used method of protection in 
the past), still is used on “liberalised” 
imports, such as cosmeties, which can 
only be imported by local cosmetics 
and pharmaceuticals producers. 

Once taken off the banned list, items 
are either put on to the restricted or au- 
tomatically approved import category. 
However, the change in status is some- 
times subject to "emergency tariffs" 
imposed at the Tequest of. the relevant 
industry associatia ic 


































on js Dine sources di not 
| expect any major Opportunities to 
arise from. the c 
 WOFLy.- about 'eompetition from im- 

| | EE ports. 
servers agree has not been filled by any 
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changes, though some 


p Dontestic firms tend to use the issue 
of South Korea's perennial trade de- 
ficits to argue» their case against 
liberalisation. While.the liberals be- 
lieve that tight. control-on monetary 


growth will most: efficiently squelch 


import demand, businessmen call for 
more cautious import. policies and 
more direct support to industry to 
bolster competitiveness. 

Particularly irritating to the coun- 
trys predominant conglomerates has 
been the government's. decision to 
liberalise first those areas in which the 
domestic market is dominated by one 
or a few producers. 

In a handful of areas, however, some 
changes are likely to occur soon if the 
government goes through. with its 
plans. Pharmaceuticals stands out as 
one sector which seems boi id to be af- 
fected by competition from imports in 
the near future. According to the sche- 






dule, all pharmaceuticals imports 
eventually should be ent rely free of 
| restrictions. Another area is 


aluminium: from July 1985, general 
trading companies will be added to the 
list of those permitted to import ingots. 
This expected change in rules has 
spurred the Kukje Group, one of the 
country's major conglomerates, into 
negotiations to build and“ operate a 
massive aluminium smelter in Austra- 
lia which would export Ingo to peut 


| Korea. 


| f Te relations with. the US buon been 


a major concern of the South Ko- 


| rean Government this year and the im- 


port-liberalisation scheme is one way 
to placate protectionist ire in 
Washington. However, according to 
Frederick. Krause of the American 
Chamber of Commerce, *the percep- 
tionin Washington now is that they are 
just playing. games on this." Krause 
predicted that South Korea's trade 
surplus with the US, which reached a 
record US$1.8 billion in 1983, would 
rise to around US$2.5 billion this year. 

At the same time, some foreigners 
aceept that any liberalisation of im- 
ports will necessarily be ponderous, 
given the many constraints the reform- 
ers face. One remarked: “I would have 
to do just the same as them, but with a 


bit more savvy — their [public rela- 


tions] is hopeless.” Indeed, the govern- 
ment's tendency to overstate the im- 
portance of the very limited steps that 
it has taken, announced with banner 
headlines. in the local press. and con- 
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done little to advance its cause. 
South Korea's heavy external debt 
and a current account in perpetual def- 
icit remain the most telling arguments 
against liberalisation of imports. As 
Suh San Mok, vice-president of the 
KDI, explained: “On one hand we have 
foreign businessmen calling for fewer 
import controls, and then on the other 
there are the foreign bankers watching 
our balance of payments." Internal 
barriers in the form of local attitudes, 
as well as some institutional problems, 
also will remain a powerful barrier to 
the liberals' desireto open up the coun- 
try, not only to imports but also to 
foreign investors and banks. 
Lingering opposition within the 
government to the new measures, par- 
ticularly among those in the lower 
ranks of the bureaucracy who are loath 
to give up their restrictive powers, pre- 
sents a major barrier to change. It is 
difficult to change the minds of a 
bureaucracy which has always be- 
lieved in such measures as slogans 
greeting returning South Korean 
travellers as they enter customs at 


we 
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pie "| ages nup e PE 
the strongest opponent within the gov- 
ernment of liberalisation, followed by 
less powerful ministries with vocal 
constituents, such as the ministries of 
agriculture and of health and social af- 
fairs. 

The national assembly and the 
domestic pressthave also taken a vocal 
role in opposing any overly liberal 
policies on the part of the government. 
A recent decision to import bananas 
from the Philippines (banana imports 
in the past have been permitted only 
sporadically), for example, was taken 
by some assemblymen as representing 
a betrayal of South Korea's farm- 
ers. 

As in any protected market, foreign 
goods are popular in South Korea, but 
because of decades of government 
propaganda opposing their consump- 
tion, “we now have a generation that is 
accustomed to the idea that consuming 
foreign goods is bad," said Young. This 
instilled sense of guilt is what lies be- 
hind recent reports in the South Ko- 
rean press that "luxurious" spending 
by consumers is partly responsible for 
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Seoul department store: more foreign goods on sale. 


Seouls Kimpo Airport telling them 
that consumption of foreign goods is 
unpatriotic. When unpopular mea- 
sures are thrust upon these ranks of the 
bureaucracy, they respond with count- 
less re-interpretations of the policies 
they are charged with enacting. 


I: addition to opposition from the low- 
er ranks, many ministries jealously 
hold on to their power and vigorously 
express the concerns of the sectors of 
society in their charge. Government 
bodies are highly sensitive to being up- 
staged by each other. For example, the 
recent renaming of the Ministry of 
Commerce and Industry, now the 
Ministry of Trade and Industry, was 
largely in reaction to the creation of 
the International Economic Policy 
Council. The trade ministry has been 
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an unexpected rise in imports over the 
past few months. 

The net effects of the import- 
liberalisation policy have been unim- 
pressive so far. However, viewed 
within the context of other policies 
aimed at opening this country to 
foreign investors and banks, despite 
constant backtracking, progress is 
being made. One long-time foreign re- 
sident, reflecting on the variety of 
foreign goods now offered in South 
Korean shops compared to a few years 
ago, described the difference as “like 
night and day” — partly the result of 
increased imports and partly of more 
foreign-brand goods being made local- 
ly in joint ventures. Bit by bit, the 
country which was known as the Her- 
mit Kingdom in the 19th century is 


opening up. o 


Hot air 





over gas 


A British oil major's bid to 
distribute LPG in South Korea 
provokes a storm of protest 


outh Korea is rapidly becoming à 

major consumer of liquefied petro- 
leum gas (LPG), and the question of 
who will be allowed to import and dis- 
tribute the fuel in futureis now becom- 
ing a heated political issue among gov- 
ernment and energy-business circles in 
Seoul. 

Deliberations within the govern- 
ment have reached such a critical 
phase that officials from the Ministry 
of Energy and Resources were unwill- 
ing to discuss the subject with the 
REVIEW. Forcing the issue on the gov- 
ernment, which has the final say in all 
energy matters, has been the applica- 
tion by British Petroleum (BP) and 
Samsung to form a joint venture to im- 
port and distribute LPG a move 
which has been staunchly opposed by 
the five domestic refiners and Jungwoo 
Energy Co., currently the sole impor- 
ter. Underlining this opposition from 
local business are a number of other 
arguments of a more political nature. 

The South Korean LPG market's 
phenomenal growth in recent years has 
obvious attractions for local and 
foreign business alike. In 1983, de- 
mand grew by 36% and in the first 
quarter of this year it rose by 16% on 
an annualised basis. The Korea Petro- 
leum Association has projected that 
the increase in demand will average 
21.5% in the 1982-88 period. In 1984 
total demand is expected to top 1 mil- 
lion tonnes and imports are expected 
to outpace local production for the 
first time. Demand in coming vears 
will be further strengthened by the 
government's ambitious stockpiling 
plans, which aim to have a 60-day sup- 
ply stored by the end of the century, 
starting by setting aside 48,000 tonnes 
(17 days' supply) this vear 

In addition to being the standard 
fuel for taxis, LPG is increasingly used 
in household heating, instead of the 
traditional yontan (coal briquettes). 
Coal burning makes a heavy contribu- 
tion to the country's serious pollution 
problems, and South Korea's coal- 
mining industry is becoming less and 
less economically feasible — LPG and 
liquefied natural gas (LNG) are seen as 
suitable substitutes, and the govern- 
ment now hopes to have 35% of all 
households using gas by 1988 

BP has taken an interest in South 
Korea's LPG market from the earliest 
stages and for several years now the oil 
major's subsidiary, BP Gas, has been 
looking for an investment opportunity 
in this country. Inlate 1982, BP found a 
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P ing do "Michael 
oper, BP’ S representative in Seoul, 
ld be to “ inject some new software 







ution system." By allowing the 
proliferation of small operators to 
dominate distribution to households 
ho frequently deliver LPG bottles on 
e back of bicycles), Cooper argues 
iat the South Koreans are following 
one of the most wasteful aspects of the 
Japanese model. 
Vociferously opposing the BP-Sam- 
sung joint-venture bid are South Ko- 
rean refiners and Jungwoo Energy Co. 
een ines have not. yet done so, the 




















one eof the best- -kept secrets] in East 
sian financial circles, Taipei has 
etly become the fourth city in the 
n (after Hongkong, Singapore 
Manila) to launch an offshore 
king centre. Although this deve- 
pment is hardly making waves in the 
stry, government finance officials 
ss not to be disappointed with the 
ewarm response. To date, only 
cal banks have received licences 
jen offshore banking units (OBUs), 
igh observers expect 15 to 20 more 

^to sign up over the next 














applications submitted by two 






lifornia), are pending Minis- 
of Finance (MoF) approval, and 
ost of American, British, French 
d Japanese banks are mulling over 
.pros and cons of applying. 
foreign bankers resident in Taipei are 
enerally unenthusiastic about the 
roject, but because of low start-up 
9sts and government shepherding, a 
air.share will take the plunge. "It's 
ifficult not to follow the wishes of the 
)F," remarked the manager of one 
tly apened European bank 

















hough some OBUs may be born of 
tical motives, economic factors 










ice on the prosperous island, 







the.door (foreign banks 












pei joins Asia's exclusive PAM RE club — -bu ig 
ee so far has been unenthusiastic 







banks (Citibank and Bank 


ome into play. Banks lacking . 


arly Japanese ones, may view 
Jas. a cheap and quick way to- 


rar e required t to o “buy a 









| owner of the world’s rim LPG stor- xr 
| age facility, built underground at Yosu > 
| on the south coast with ‘a capacity of 
o the country's very inefficient dis- 


152,000 tonnes: The issue’ has focused 
the refiners' attention on LPG and sev- 


eral are now negotiating their own im- - 


port contracts with foreigh suppliers. 
Yukong Ltd has come out with the first 
agreement with Kuwait to purchase 
100,000 tonnes of LPG a year, but 


owing to a lack of infrastructure, 


Yukong is not expected to import be- 
fore 1985. 

In the debate over the entrance of 
BP, the refiners appear tohave wonthe 
first round. After several delays, the 























with. Jepet offices in Taipei 
may. see oHfshoré init as one way of 
ing ir cover overheads. 
of.foreign banks, 








sleek an on initially means : 





little more than paying the 
NT$800,000- (US$20, 000). licence fee 
and opening a new set of books.. 








appears to 





auspicious: the global syn 
market is shrinking, the 


Manila has made international b banks | 





ing “of réstrictions: on international 
banks operating in the United States 
may bring capital back there. Despite. 
Taiwan's current economic boom, the 
island's bloated foreign-exchange re- 


serves (US$15 billion), low New 
Taiwan dollar interest rates and high 
liquidity have combined to reduce the 
island's foreign-borrowing require- 
ments. 

More importantly, Taiwan lacks the 
infrastructure to go head-to-head with 
Asia's duo of thriving offshore banking 
centres, Hongkong and Singapore. The 
pool of skilled manpower is 
adequate, with foreign- -exchange deal- 


ers and English speakers particularly © 


wanting. The schooling of staff for 


OBUS in domestic banks — largely at 
the University of California at Berke- | 


ley and through the Citibank-devised 
Bourse Game — is:-hardly enough pre- 


paration for the frenzy of a OCCHI aee 
change trading room. ; 








ngt s for suc- 
cess. To B Idi the timing is in- a 


in- H 
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| and  Hongkong's ` 


il because a Taipei b 
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à id — - most dba — athe 
project. must wait until July’ 1985 for 
the final go-ahead. 

In their opposition to the joint ven- 
ture, the refiners and Jungwoo have 
employed some timely arguments as 
well as influential figures to back their 
cause. Much of the debate regarding 
the BP-Samsung proposal revolves 
around the foreign investor's desire to 
rationalise South Korea's LPG distri- 
bution system, an intricate network of 
small dealers similar to that of Japan. 
The refiners want to hold on to the 
existing distribution system. “Even if 
it is less efficient, we have a special ob- 








and onning firms of Hongkong ind 
Singapore. If a syndicated loan were 


miraculously put together today in the 


new offshore banking centre, it is 


‘doubtful whether it could be printed 
4. for want of efficient and sophisticated 


printing facilities. While Singapore's 

 outward-looking 
stance has been a key to the success of 
their financial centres, Taiwan re- 
mains insular. Indeed, some govern- 
ment officials cite the need to attract 


cheap funds for local industry as a 
| prime reason for opening. an offshore 
‘banking centre. 


Telecommunications, vital to. for- 
eign-exchange dealing and other. fi- 
nancialoperations, is underdeveloped. 
Direct dialling of overseas telephone 
numbers can be done from only two 
sections of Taipei, and telephone rates 
are relatively high. Bureaucracy and 
slar id s ,meddlesome security 








06 spire to make life dif- 


Although . -some regulations have 
been eased over the past year, trans- 
mission of .computerised data over 
telephone lines is still prohibited. 
Banks can subscribe to the foreign-ex- 
change services of Reuters and AP- 
Dow Jones newsagencies, but cannot 
send out price quotations. The labyrin- 
thine bureaucracy drawing up policy 
on telecommunications is too cumber- 
some to keep pace with the swift ad- 
vance of technology. Some foreign 
bankers say privately they have re- 
ceived tacit approvàl from the MoF to 
introduce new hardware before a for- 
mal decision is taken. : 


C ther policies towards OBU opera- 
tions are vague. For instance, resi- 
dent branches which establish. offshore 
units would want to deduct costs from 
the taxable income of their domesti 
offices, but the tax codes are at bigu- | 





ous: about alloc tion oO ures 




















to Japan's than Europe's," commented 
Kim Tae Yun of the Korea Petroleum 
Association. 

Even more appealing in this election 
year — South Korea will hold elections 
for its national assembly later in the 
year — is the argument that any new 
distribution system would endanger 
the livelihood of countless small LPG 
dealers. As one diplomat has observed: 
"This is the year of the small man in 
[South] Korea." In other words, the 
government is going out of its way to 
voice its support of small interests to 
garner votes. The government is also 
eager to avoid the appearance of too 
many large companies competing and 
over-investing in the lucrative LPG 
market. One solution which has been 


Taipei OBUs investing in main- 
land China assets or participat- 
ing in syndicated loans for Pe- 
king, though one American 


banker commented: “Common 
sense says to book else- 
where.” 


Economic planners do not 
talk of competing with Singa- 
pore and Hongkong — at leastin 
the short term. The goal of the 
offshore banking centre is to 
drag the island's backward fi- 
nancial sector into the modern 
world by giving the cocooned 
domestic banks international 
exposure. But some analysts 
think a better way to modernise 
local banks, most of which are 
government-owned, would be 
to reduce state interference and 
regulations. "Is this the only 
way to modernise the banking 
system?" asked a senior local 
banker sceptical about the 
offshore banking programme. 

Firm believers in technology trans- 
fer, planners hope foreign banks will 
teach foreign-exchange trading, mer- 
chant banking and other skills to the 
locals. The project also dovetails nicely 
with the need to develop a sophisti- 
cated service industry and to diversify 
the economy 's industry- and merchan- 
dise trade-dominated base. Offshore 
banking could help local companies 
invest overseas and develop foreign 
markets. 

Finance officials sometimes speak of 
the project and plans gradually to re- 
move foreign-exchange controls in the 
same breath. In fact, there is no direct 
link between the two, as thelocal econ- 
omy and the NT dollar will be com- 
pletely insulated from the offshore 
banking centre. Some hold up Singa- 
pore, which gradually shed its foreign- 
currency restrictions, as a model. 

To compete with existing offshore 
banking centres such as Singapore and 
Hongkong, Taipei is offering a full 
panoply of incentives, including tax 
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system — our economy is much closer 


| arii the eea fa gu ad it ia 


ministered LPG-import agency. 

The government is currently trying 
to decide how to organise the LPG 
market of the future. By asking BP to 
wait on the sidelines for a year, it seems 
to be giving the local refiners some 
time to prepare themselves for foreign 
competition. Why they have not done 
so earlier in a field which has such 
good prospects remains an open ques- 
tion. Jungwoo stands to benefit from 
almost any outcome, because any LPG 
imports to South Korea must come 
through its facilities at Yosu. Jungwoo 
also enjoys a very influential position 
within the government — its parent 
company, Jungwoo Development, is 
known to have good connections 
within the highest levels of the Blue 
House, the presidential palace. 





exemptions and nil-reserve require- 
ments (Singapore has a 10% tax on 


offshore-generated income). A 20% 
tax will be levied on income from on- 
shore lending, though the MoF wants 
this rate halved. Loans for projects 
deemed important by the government, 
mainly involving public-sector com- 
panies, are tax-free. 

Despite the carrots offered, business 
will be slow in coming. Hopes of at- 
tracting capital fleeing Hongkong are 
probably ill-founded. Deposits will 
come primarily from correspondent 
banks, the interbank market and local 
enterprises with overseas operations. 
If Taipei offers cheaper processing 
costs — for instance, through lower 
fees and overheads — then it could 
gain currency as a booking centre. 

Launching an offshore banking 
centre has its political angle — elevat- 
ing Taiwan's international profile — 
and the MoF continues to encourage 
domestic banks to raise the flag over- 
seas for much the same purpose. But 





government's deci- 
sion, with considerable support from 


the British Embassy in Seoul. Gulf Oil, — 


Continental and Dow Chemical, all 
major multinationals in the energy and 
refining sectors, have withdrawn from 
joint ventures in South Korea during 
the past few years, and BP feels that 
Seoul should now be more receptive if 
it wishes to restore the country's image 
in this area. Similarly, if the invest- 
ment went through, BP would be in- 
vesting £28 million (US$37.9 million) 
— 40% of the equity — initially in the 
joint venture, by far the largest single 
British investment in the country at à 
time when Seoul is calling for a diver- 
sification of investment sources away 
from Japan and the United States. "We 
ldok on this as a test case," said 
Cooper. — PAUL ENSOR 





some local bankers worry that the two- ` 
pronged drive may be contradictory if . 


OBUS take business away from over- 
seas branches. Indeed, of the US$420 
million of assets the International Com- 
mercial Bank of China's (ICBC) OBU 
raised in its first few weeks of opera- 
tions, more than US$400 million was 
switched from the Taiwan bank's Pana- 
ma branch. Taipei is now the booking 
centre for foreign transactions — for 
example, the funding of local construc- 
tion companies active in Saudi Arabia. 


he target for ICBC's offshore unit is 

to earn US$1 million on assets 
which will reach US$1 billion within a 
year after its opening on 5 June (the 
bank projects a profit margin of one- 
eighth of 1% of total business volume). 
The unit has invested some US$300 
million in theinterbank market, US$50 
million in floating-rate notes and cer- 
tificates of deposit and US$50 million 
in loans to overseas branches of local 
firms. An executive in a competing 
local bank labels ICBC's business as 
*just book-keeping, not transactions," 
and says, in effect, the profits are only 
being switched from another centre. 

Although some Taiwan banks have 
participated in syndicated loans to 
local companies raised in foreign 
offshore centres, they are unlikely to 
lend abroad from Taipei OBUs at the 
outset. They lack experience of coun- 
try risk; similarly, they will feel their 
way in high-pressure ventures such as 
foreign-exchange trading. 

Clearly, competitors will feel little 
heat from the Taipei offshore banking 
centre in the short term. The emphasis 
now is on exposing domestic banks to 
international banking practices — 
without removing foreign-exchange 
controls. With experience, the 
dynamic island may grow more am- 
bitious. "We are the students, they 
[Hongkong and Singapore| are the 
teachers," said C. C. Chen, vice-presi- 
dent of ICBC. "But one day the stu- 
dents will graduate.” ü 


y the delays, BP hasap- - 




















TRADE 


Jakarta's numbers game 


Economists in Indonesia are divided — and conflicting 
sets of statistics only complicate the issue 


By Susumu Awanohara in Jakarta 


urprisingly favourable trade fig- 

ures for the fiscal year ended 31 
March have added fuel to the quiet 
battle being fought between In- 
donesia's fiscal expansionists and con- 
servatives. The figures were an- 
nounced by Information Minister Har- 
moko after a recent sub-cabinet meet- 
ing of economic ministers. According 
to Harmoko, Indonesia's exports dur- 
ing 1983-84 amounted to US$22.05 
billion and imports to US$14.42 bil- 
lion, for a massive trade surplus of 
US$7.63 billion. 

These figures are way out of line 
with previous estimates. Although 
these had been improving throughout 
the fiscal year, the government in 
March calculated exports in 1983-84 at 
US$19.31 billion and imports at 
US$17.1 billion, for a surplus of only 
US$2.21 billion. More recently, the 


- World Bank still saw a small trade de- 


ficit of US$243 million for 1983-84. 
However, the latest (and final) customs 
figures as compiled by the Central 
Bureau of Statistics (CBS) show 1983- 
84 exports of US$19.7 billion and im- 
ports of US$14.4 billion, for a surplus 
of US$5.3 billion. 

If Harmoko's figures are consistent 
updates of earlier government figures, 
one implication is that there was a cur- 
rent-account surplus of some US$710 
million during 1983-84, instead of a 
deficit of US$4.71 billion projected as 
recently as March. (The World Bank 
and the International Monetary Fund 
have estimated, independently, a cur- 
rent-account deficit of US$4.2 billion.) 

Deciding which trade figures to use 
is a major headache for economists 


here. The two main series of statistics 
are compiled by the CBS and the cen- 
tral bank, but there is often a wide dif- 
ference, particularly in import figures. 
To complicate matters, the Trade 
Ministry apparently has developed its 
own series and some suspect that Har- 
moko was quoting from those. 

The predominant feeling among 
economists is that the current account, 
which recorded a deficit of about US$7 
billion in 1982-83, could not have 
turned to surplus in 1983-84. They feel 
Harmoko's exports figure is too large. 
But an unexpectedly sharp drop in im- 
ports was indeed recorded by both the 
CBS and the central bank and was cor- 
roborated by statistics of industrial- 
country exports to Indonesia. The up- 
shot is that the current account in the 
past fiscal year was perhaps US$1-2 
billion (but not US$5 billion) better 
than had been estimated by the gov- 
ernment and the international agen- 
cies. 


B: trade results, even with the 
qualifications, have fairly direct 
poliey implications. The economists 
among the policymakers have tended to 
minimise the recovery — particularly 
in the country's external position — in 
a desire to stave off expected pressures 
to reflate. 

Some of these policymakers even felt 
that the World Bank and the IMF were 
doing them a disservice by extolling 
Indonesia's crisis management and 
surprisingly high growth rates (esti- 
mated at 4.5% and 5% respectively) 
during 1983-84 at the recent aid-group 
meeting. The policymakers' complaint 





was that these high growth rates, 
which are largely based on a statistical 
illusion resulting from a change of base 
year, might give the fiscal expan- 
sionists added ammunition. 

Similarly, the good trade results an- 
nounced by Harmoko could fuel ex- 
pansionist pressure. Government de- 
partments and contractors will want to 
get on with delayed programmes, as 
they should, once the balance-of-pay- 
ments constraint is eased. Specifically, 
those involved in the 50-odd major 
public-sector projects re-phased in 
1983 have been clamouring for their 
resumption. So far, the aromatics 
centre in Sumatra and the Mrica 
hydro-power project in Java have been 
the only ones to be revived. Promoters 
of the two projects have succeeded in 
convincing the decision-makers that it 
was costly and wasteful to postpone or 
scrap them. Others will try to do the 
same for theirown projects with great- 
er vigour. 

But the economists warn that if 
many projects are resumed, imports 
will jump back to previous levels and 
wipe out the 1983-84 improvement in 
the current account. Another concern 
is that the re-phased projects, con- 
ceived in the oil-boom years of 
1979-81, are highly capital-intensive. 
They are not appropriate at a time 
when slower overall growth of the 
economy dictates that more labour-in- 
tensive projects be sought if the 
rapidly growing labour force is to find 
meaningful employment. 

Prof. Sumitro Djojohadikusumo, 
President Suharto's economic adviser, 
has renewed his call for labour-inten- 
sive projects with low import contents. 
The economists' weakness has been 
that they have not been able to indicate 
what specific projects would fall 
within this category, let alone find 
strong supporters for them. One policy 
they have introduced is tight money, 
which they say will raise the cost of 
capital so discouraging capital-inten- 
sive projects. But that probably is not 
enough. Oo 
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This morning, Peter Lee opened a checking account 
in San Francisco and arranged an overdraft in 
Singapore with his deposit in Hong Kong- all 
through his Citibank ABC Officer. 
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Like Peter Lee, you can deposit in any major 
currency — US Dollars, Yen, Deutschmark, 
Swiss Franc— with Citibank’s Asian Banking 
Centers (ABC) in Singapore, Hong Kong 
and San Francisco. 


Whatever your choice, you'll get very competi- 
tive rates, varying maturity periods and automa- 
tic renewal features so that your money keeps 
working for you all the time. What's more, 
there are no withholding taxes or foreign 
exchange controls. 


A Personal Financial Officer will be assigned 
to you. He'll put our network's extensive range 
of services to work, tailoring a package to 

meet your specific needs — all handled in the 
strictest confidence. He will also make credit 
facilities available to you wherever vou are. 


Whether it's deposits, foreign exchange 
services, investments in precious metals, 


mortgage financing or transfer of funds to any 
part of the world, you'll enjoy the benefits of 
banking with Citibank — the world's leading 
financial institution with over 2500 branches 
and offices in 94 countries and assets exceeding 
135 billion US Dollars. 


Please send me more information on: 


O Asian Banking Center Singapore 

O Asian Banking Center Hong Kong 

O Asian Banking Center San Francisco 

Nub. aea a ibll ME Ero p icd 
ABRE EL SS pd eb — — ——— 


Country: I T— 


Mail to: Asian Banking Center, Citibank, N.A 
One Shenton Way, Singapore 0106 FE -7/5-84 


ASIAN BANKING CENTER 





SINGAPORE : HONG KONG *SAN FRANCISCO 





CITIBANK GG 


e Singapore: One Shenton Way, Singapore 0106. Tel: 224-5757 Telex: RS22462 CITABC or 268 Orchard Road, Yen San Building. Singapore 0923. Tel: 732-2288. Telex: R837446 C ET ABI 
* Hong Kong: Lee Gardens, 37 Hysan Avenue, Causeway Bay. Hong Kong. Tel: 5-761341. Telex: 73243 FNCB $2. 
* San Francisco: Asian Banking Center, Citibank International. Citicorp Center, 24: F. One Sansome SMrect, San Francisco, CA 94H, USA. Tel (415)02 7-495 Teles 278 374 





What if every computer in your 


company used identical software? 
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hink of it. One software family 

for every computer in your 
company, from micro to main- 
frame. 

And we don't mean just at your 
headquarters. We mean in your 
whole company: in branch offices, 
warehouses, overseas operations — 
the works. 

It's no daydream. 

Nixdorf's COMET® software 
family just may be the world’s most 


advanced. It was designed to 
hurdle the many barriers to inter- 
national trade. It can function in any 
Currency in the world, converting 
one easily into another. 

It can take into account different 
interest rates, laws and tariffs. It will 
sort them out, and provide instantly 
useful information throughout your 
international network. 

Of course, it will also function 
inter-departmentally, so your ship- 


ping department, your controller, 
and your manufacturing facility cai 
all retrieve whatever they need to 
work efficiently. 

If that were all COMET® could do 
it would be a wonder. 

But COMET® does much more, 
because it is a family software, for 
industries, custom-created for 
meeting the specific requirements 
of all kinds of industries. 

No one has to teach COMET® 





your business. It knows your busi- 
ness. In 38 countries of the world. 
You don't waste a lot of time 

teaching your people how to use 
COMET®, either. COMET® teaches 
them. In the most simple of ques- 
tion/answer formats. Even the most 
computer-terrified person in your 


organization can become computer- 


friendly in a day or two. And unleash 
COMET's power at will. 
Because Nixdorf didn't start out 


at the mainframe level and work its 
way down. Nixdorf was the pioneer 
at the workstation level, and worked 
its way up. 

So we don't expect your people 
to have to learn to relate to us. 

We relate to them. It’s easier that 
way. 

Nixdorf Computer Pte. Ltd. 
100-c Pasir Panjang Road 
Singapore 0511 
Tel. 479 11 00 


Nixdorf Computer Ltd. 
Unit A, 9th Floor United Centre 
95, Queensway, Central 
Hong Kong, Tel. 5/2022 22 


NIXDORF 
COMPUTER 





T here i is no vum amongst t lending 1 t manage- 
ment as to which publication is considered the 
most authoritative in the region on coverage 
of Asian business affairs. It's the Far Eastern 
. Economic Review by an overwhelming majority! 





_* inparalleled coverage! 
No other publication in Asia or anywhere for that 
. matter provides such depth and breadth of cover- 
age of events throughout the region. Don't just 
. take our word for it. Ask the people you look up 
. to and respect the most which publication the: 
. turn to for unparalleled coverage of Asian news. 
-. The overwhelming response will be the Far East- 
rm Economic Review! 









xunequalled performance! 

. Since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 
present circulation of more than 62,000 copies 
» per issue. 








grown by a perm er lai ger File the prem lation | 
. day circulation of any of the publications which 
; started during the years in question. E 
















_ A growing number of advertisers have taken fu 1 
: advantage of this impressive growth. The Review | 
has increased its ad page volume from 1,458 in — 
1978 to 2, »I41 in 1983. B 
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IN SINGAPORE, 
RECAPTURE THE 
GRAND TRADITION OF 
valet A GREAT HOTEL. 


the Goodwood Park stands in a class of its own. 

The guest list has included royalty and heads of state. 

Little wonder when you consider few hotels in Singapore 
today have old world charm and splendour. 

Whether it’s the Brunei Suite in the tower with its private 
lift, or the deluxe suites, luxury predominates. All the other 
rooms in the Goodwood are just as tastefully decorated and 
spacious. 

The Goodwood has ten restaurants (offering Continental 
to Japanese cuisine) and cocktail lounges, two pools to splash 
in and six hectares of gardens to wander through. All this in 
the heart of the city. Sounds exactly right 
for you. 
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Il anl HOTEL. 


TIMELESS ELEGANCE 
22 Scotts Road, Singapore 0922. Telex: RS 24377 GOODTEL. 
Cable: GOODWOOD. 





more? BOULEVARD HOTEL SINGAPORE. 
Reservations Worldwide: xine ® Golden Tulip Hotels. Steigenberger Reservation Service. 
Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel 
Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or airline, 
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WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

Io ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money 


Please send contributions to the WWF 
Nanonal Organisation in your country or direct to: 
WWF International, 1196 Gland, 


~ Switzerland. 





WWF, WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mathes 









e WEIGHT loss is never painless, 
but after shedding nearly S$10 bil- 
lion (US$4.67 billion) worth of fat, 
the Stock Exchange of Singapore 
(SES) now finds itself with a less top- 
heavy figure that brokers hope will 
prove alluring to institutional and 
overseas investors. 

The mid-year tally of the SES’ 100 
best-capitalised counters shows a 
drop in market valuation of nearly 
12% to just below S$55 billion from 
end-1983 through June of this year. 
The slippage Keeps pace with the 


11.6% slump in the blue-chip Straits | 


Times Index during the same period, 
but it understates the drop in more 
broadly based indices such as those 
compiled by ‘the United Overseas 
Bank, the Business Times, or brokers 





Fraser. & Co. These indices have | 


shown declines in the 14-16% range. 
That means that the current 
downturn weights the market in 
favour of big counters, in valuation 
terms, while the heaviest losses have 


been sustained by the smaller, more 


‘speculative stocks favoured by the 
punters who have accounted for most 
of the SES’ action in recent low-vol- 
ume months. Penny-stock players 
now find themselves confined to an 
ever-shrinking playgrou d, t 
absolute dollar terms and as a pro- 
portion of overall market capitalisa- 
tion — a warning to apostles of a 
Singapore over-the-counter market. 
Institutions, which gravitate to- 
wards the Top 100, seem to have fared 
marginally better. But the mid-year 
rankings suggest some shifts in the 





make-up of institutional portfolios. 
Despite 1983's higher-than-expected 


7.9% increase in Singapore gross 
domestic product and the even more 
impressive 10% annualised first- 
quarter growth rate this year, equity 
investors seemed to be cooling on 
blue-chip Singapore Inc. shares. 

Old staples such as Straits Trading 


or Fraser & Neave slipped several 


notches in the rankings. Even finance 
stocks — traditional capstones of the 
SES edifice — saw their margin of 
market ‘leadership narrow while 
some, such as Overseas Union Bank 
and Hong Leong Finance, actually 
dropped in rank. 

If upward mobility in the market- 
capitalisation leagues is any indica- 
tion of institutional interest, the cur- 
rent darlings seem to be Malaysian 
resource-based stocks and plant- 
ations. Esso Malaysia vaulted from 
40th place at mid-1983 to No. 18 in 
| June. Kuala ee Kepong jumped 

y es inthe queue to rank 








seventh, Consolidated Plantations 


went up one notch to sixth and Gent- 
ing rose from 12th to ninth place. 

It is halfway down the list before 
the first land developer appears, and 
construction companies do not even 
figure in the Top 100. Nevertheless, 
builders continue to scramble for a 
toehold on the SES, and so far the 
punting public has humoured them 
with giddy oversubscriptions. The 
latest construction-related new 
counter to heap windfalls upon the 
stags was Jurong Engineering, or JEL 
(REVIEW, 14 June), which scored a 
premium of 29% over its $$1.75 issue 
price on its first day of trading — 
modest as these things go. | 

By day three, however, the share 
price started plummeting on shrivel- 
ling volume, touching 8$1.92 by mid- 
July and still falling. Retrospectively, 
the issue's price-earnings (p/e) ratio 
of around 13 does not look so far off 
the mark after all — surely not 
enough of a bargain to warrant JEL's 
96-fold | oversubscription with S$1 
billion mobilised in application 
monies.. A 

So perhaps the oversubscription- 
cum-opening-premium extravaganza 
will not be repeated in August 
when another builder, Lee Kim 
Tah, 
to market with about 20 million 
shares, even though the new is: 
p/e reportedly will stand at onl. 
tle above 11. If the current bear 
ket dampens the new-listing hoopla, 
firms going publie can expect liquid- 
ity injections commensurate with 
their equity released, but no big pub- 
lic-relations splash. 
€ NOT that builders have cause for 
complaint about the cost of liquidity 
in the equity markets vs the alterna- 
tive sources of funding available to 
them. A price multiple of 11 trans- 
lates into an earnings yield (the recip- 
rocal of the p/e) of just above 9% — 
well below the 12%-plus interest 
paid by even the strongest property- 
development companies when they 
turn to banks for financing these 
days. Developers now find them- 
selves paying ever-widening spreads 
over Singapore’s steadily rising 
prime rate. 

Retail lending in the property sec- 
tor has been getting pricier, too, with 
home-mortgage rates going up nearly 
one percentage point at local finance 
companies since May, when word 
first got around of a Monetary Au- 
thority of Singapore (MAS) review of 
| ROME pans. It is 
















is rumoured ready to come | 
| lieations (SNPL), whose: 
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of this review — the MAS relea 

sectoral aggregates of bank an 
nance-company lending only 
three-month lag. But since an uj 
in credit demand by t epr 
property and const 
hardly seems likely, 
market dynamics co 
concitus. that it mus 


companies to be 
journalists have 
NAS, or "New 
Singapore." In a x 
nitude - — - ihe resul 


die ie Msg | 
three shares : 
certain histo: e 

But the mar 


ence is crucial, particula 
holders of Singapore News 


least under the 18 June ev 
The company's share price hin 
shareholders’ views of two 

how long would its Chinese 
remain cash c cows in a city who 


from. a os to. a s prone ~i 
transforming it into a 
broadsheet. Now SNPL's 
broadsheet and its aft 
daily both seem 
"rationalised" away. W 
the relevance of the | 
price? 
Speculation is rife in Singapore's 
banking district about who wil be 
tapped as minority shareholders’ 
viser on the deal All four r 
Singaporean banks are disqual 
since they each hold shares in the. 
constituent publishing companie 
But, in the words of one Shenton V 
denizen: “Any foreign bank : 
touches it must either wreck its crec 
bility internationally in defence 
the merger or tell the story 
and incur the wrath of the MAS. 
though ostensibly a private arr 
ment, the plan is widely viewe 


government-instigated. 

































Law Annual 
Report of China 
— 1982/83 


The China 
Official Annual 
Report 1982/83 









Il the information A road map through 






on China you'll ever the labyrinth of 
. China's legal system. 
Now only US$85.00 










































e 939-page C hin Official Aus Reparti is without | The contínued redirect of China’ s priorities towards ` i 










'ubt the single most complete reference work ever — foreign trade and its broadening contacts with other : 
d. about China. Its contents range from the land countries and regions has necessitated many revisions. 
id its people to business, economics, finance, culture, | and adaptations in its laws. The Law Anr a 





EN Cpe K E: 

cation, politics, science and technology and countless g now puts these changes into perspective inas single handy 
er subj = up-to-date volume. . | 

hat i isi occ 
The Law. Annual Report i is (the: most tL up-t to-date, 
complete work of its kind. With its easy, 'feadable format 
and clear indexing this 536-page volume literally pacea s 
China's legal system at your BETS b daca 

Who needs it? ae A ME. 

Tf you are a lawyer ra Buses executive, finantier 4 x D 
industrialist, or anyone currently doing or planning todo a 
business with China then the Law Annual Reportisa 
must for you. A small investment in this book today ` 

“could save you money, time and wasted energy in the 
future. ` i 
_ Professors or students yi China will find the Law Annual 
-Reportan endless source of information essenti. 
true understanding of the legal system of this enigmatic 
giant, | 
| How to get it. 
; .) now by. simply completing the ~ Simply complete the coupon below today and send 

: d returning it together with the indicated ...— NF together with your payment in the amount of US$85. 00 

60 1:00, Mor. the Sauna in local v0 Cor equivalent in your local Sea per pes to the 
indicated address. 


Order both books and save USS15.0 00. . Clip and mail this coupon today! Send t to: 
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Operation go-get-it 


Thailand renews its determination to woo foreigne 
investors into its stunted electronics sector 


By Paisal Sricharatchanya in Bangkok 


ttempts to develop a substantial 
high-technology industry base in 
Thailand over the past 11 years have 
been far from successful. The industry 
started life in 1973 when National 

Semiconductor (Bangkok), a local sub- 
sidiary of the United States-based 
firm, set up operations here. Since 
then, however, only four companies, 
all subsidiaries of American firms, 
have become (and remain) active. The 
level of technology is fairly low and the 
industry employs a combined work- 
force of fewer than 10,000. The indus- 
try is probably the smallest among all 
Asean countries, with the exception of 
Brunei. 

But this situation could well change 
in the near future. Frustrated by slow 
progress and conscious of the strong 
potential for further development, the 
Board of Investment (BoI) — a govern- 
ment unit directly responsible for pro- 
moting both foreign and local invest- 
ment — is making an all-out effort to 
woo more foreign investment in elec- 
tronics. "We have... been quite docile 
in this field; but from now on we will 
adopt an offensive posture by going 
out directly to the potential investors, " 
said recently appointed Bol deputy 
secretary-general Sataporn Kavita- 
non. 

A senior Bol mission led by Sataporn 
is scheduled to visit the US West Coast 
in September to promote Thailand. Of- 
ficials believe that given the country's 
relatively cheap and competent labour 
force, adequate infrastructure and in- 
vestment privileges comparable to 
those offered by neighbouring coun- 
tries, Bangkok stands a good chance of 
attracting more electronics-related in- 
vestments. The ultimate objective is to 
promote Thailand as a leading electro- 
nics community in Southeast Asia. 

_ That may sound a tall order. The au- 
thorities, in recent years, have tried to 
streamline the various processes relat- 
ing to foreign investment. A one-stop 
investment centre has been set up 
within the Bol in which inter-agency 
procedures to start a promoted project 
are processed within 90 days. But 
deeply ingrained red tape still poses a 
potential setback, particularly as com- 
petition and timing play a crucial part 
in the electronics business. For in- 
stance, clearance of any imported 
shipment still requires more than 20 
signatures by various sections of the 
Customs Department. 

Officiats conceded that inconveni- 


ence and delays arising from bureau- : 
cratic procedures could pose a protien 
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but they believe this is manageable. 
They hope that a surge in electronics- 
related investments will not only gen- 
erate more employment but also spin- 
offs in the forms of foreign-exchange 
earnings and technology transfer. The 
industry at present contributes little to 
the country's balance of payments and 
technology transfer is limited. The four 
producers — National Semiconductor, 
Signetics Thailand, Honeywell and 
Data General — employ about 8,000 
people compared with an estimated 
80,000 and 100,000 in Malaysia and the 
Philippines respectively. 

The local industry has largely been 
an assembly line for integrated circuits 





(ICs) using virtually all imported com- 
ponents, but in recent years has moved 
to a higher level of technology. For in- 
stance, National Semiconductor — the 
largest outfit here, employing approxi- 
mately 3,800 people and producing 
about 300 million units a year — has 
roughly half of its products tested here. 
The Thai operation is said to be among 
the most sophisticated of National 
Semiconductor's eight semiconductor 
plants in Asia; and the company is in 
the process of expanding both assem- 
bly and testing capacities. 


Ithough some government officials 

have emphasised the growing signi- 

ficance of ICs as an export product in 

recent years, figures show a somewhat 

different picture. According to official 
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statistics, some 254 million pieces val- 


ued at Baht 2.1 billion (US$93.8 mil- 
lion) were exported in 1978. Sales rose 
sharply to 621 million units worth 
Baht 6.1 billion in 1980 before falling 
back to 454 million pieces valued at 
Baht 5.8 billion in 1983. All assembly 
here is geared for exports 

But with about 97% of raw materials 
and components — such as diced wafers 
frames, bases and lids, gold preform and 
wire and aluminium wire — imported, 
net foreign-exchange earnings are neg- 
ligible. Substantial capital investment 
and payrolls, however, do make a con- 
siderable balance-of-payments con- 
tribution. According to Bol records, the 
four companies have invested some 
Baht 5 billion mostly in modern assem- 
bly facilities and more investment is 
under way to support expansion. 

Employment generation still as- 
sumes a high profile under the current 
official plan to attract more electro- 
nics-related investment. Officials are 
optimistic that as the size of the indus- 
try grows, various support industries 
will follow suit and local input will ex- 
pand in the process. Technology trans- 
fer will eventually follow in this pro- 
jected backward integration. Some of 
the potential support industries the au- 
thorities want to promote include pre- 
cision-machine manufacturing, plated 
frames and plastic-tubes manufacture 

In addition to the four operators, 
Seagate Technology (Thailand), also a 
US-based subsidiary, recently began 
production of head gimbal and "F" 
blocks. A large Japanese operation, 
NMB Thai, is starting to produce com- 
puter keyboards and miniature ball 
bearings. And at least three other pro- 
jects were approved by the Bol in re- 
cent months — Advance Micro Devices 
(another American subsidiary) will 
begin producing ICs next year, an ex- 
pansion of Signetics’ existing opera- 
tion and a third Japanese-financed 
project to produce cord for NMB Thai 

Some analysts feel that even if Thai- 
land does not adopt an aggressive mar- 
keting strategy, more investment will 
flow into the country anyway. "The ICs 
industry is no longer welcome in 
Singapore, which prefers more sophis- 
ticated technology. The Philippines is 
now a hopeless case as a result of the 
political and economic crises. The situ- 
ation in Sri Lanka is also discouraging 
following recent racial conflict. That 
leaves Malaysia, where labour costs 
are comparatively higher, and In- 
donesia, where red tape is equally, if 
not more, cumbersome [than in Thai- 
land]," commented one analyst 

Others regard this as wishful think- 
ing. There is little disagreement that 
one of the main reasons that Thailand 
has lagged behind other Asean coun- 
tries lies in the absence of any con- 
certed promotion efforts in the past. 
"We have missed the boat before and 
we certainly don't want to miss it again 
now;" said a senior Bol official. 

Thailand indeed has a fairly favour- 












inthe Poort dute 
tion on raw materials and 
achit ery, tax refunds for imported 
iponents (involved in production 
or.exports) and an eight-year corpo- 
rate-tax holiday. 
But one major disadvantage is the 
country's position as a frontline state 
ordering embattled Cambodia. Here, 
the government's hard-line foreign- 
| policy posture vis-a-vis Vietnam over 
the Cambodia conflict clashes directly 
with its foreign-investment promotion 
efforts. 
.. Partly owing to occasional Western- 
media coverage of the Thai- Cambo- 
lian border situation, Thailand's gen- 
ral position is sometimes mis- 
construed by Western corporations, 
particularly by those which às yet do 
ot have operations here. Although a 
emote stretches on the eastern 
iy be vulnerable to fighting 
vers or cross-border incursions 
| Cambodia, the rest of the country 
remained unaffected. The success 
Thailand's efforts to. attract more 
ctronics-related investment will 
ge in part on how effective officials 
in convincing potential investors of 
country’ s relative stability. - ü 









































































































































galaxy, but which may be one 
its main. constellations, has been 
aced in liquidation. A Hongkong 
dge ordered the winding up on appli- 
cation of the liquidators of Carrian 
Holdings, which was said to be owed 
HK$676 million (US$86.7 million) by 
the private company, Perak Pioneer. 

_A Queen's Counsel from London had 
een brought in to argue a motion for 
he dismissal of the application. But in 
ejecting this, the judge said the mo- 
ves of those financing the motion 
were "highly questionable." In addi- 
tion to the debt to Carrian Holdings, 
'erak was said to owe some HK$200 
ion to other creditors, including 
utra Malaysia Finance (BMF), 








t companies. 
















ri vate company atthe bia d of the ı now defunct 
arrian n empire | is put into o liquidation... | 


e of the key private: companies | 
1 appears on the fringe of the - 
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The Cheung Mincalitid kepi ai about the fine 
| print of the Ever Bright deal to help confidence 


| By Philip Bowring in Hongkong 


o date, Peking's anointed capitalist, 

Wang Guangying, has taken most 
of the blame for the fiasco involving his 
Ever Bright group's announced but 
subsequently cancelled “purchase” of 
HK$939 million (US$120.4 million) 
worth of flats and commercial pre- 
mises under development from Inter- 
national City Holdings (ICH), a quoted 
associate of Cheung Kong and Hong- 
kong Electric. 

The January announcement of the 
deal sparked a surge of confidence in 
the future, and an especial surge in the 
price of ICH and Cheung Kong shares. 
The June announcement that Ever 


Bright was pulling out without any 


penalty at all — its deposit being re- 
turned plus interest at 10% — had an 
equally dramatic reverse effect. If the 
fiasco has soured capitalist views of 
Peking's commitment, it also may have 
soured Peking's view of certain aspects 
of Hongkong capitalism. ^- 

It is now clear that not only were 
markets given incomplete information 
about the nature of the deal by Wang's 








Sacilynt publisher | et ihe often scur-. 





rillous but much-read cyclostyled in- 
vestment newsletter; Target. Chan also 
was one of two directors. Perak owned 
a flat in Butler Towers.in Hongkong 
which was leased to Target Publica- 
tions and Investments. Perak (includ- 
ing the flat) was sold for an ünknown 
amount in mid-1980 to individuals 
connected with Carrian. 
Subsequently, other small property 
assets were injected into Perak and 
mortgages increased as one was paid 
off and a new, larger one created, cul- 
minating in one to Wing Hang Bank to 
secure a loan granted to Extramoney, a 
Carrian Holdings subsidiary. The full 
importance of Perak, however, only 
began to be glimpsed as Carrian began 
to slip. January 1983 found it giving a 
charge over a HK$5 million bank de- 
posit to secure a short-term loan by 
Barclays Asia to Carrian Holdings of 
HK$80 million. This was at about the 
same time as Carrian Investments' cre- 
j informed ina | document 
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repeated statements that he dad 
bought the ICH properties, but ICH 
boss Li Ka-shing — presumably with 
the tacit support of its mostly non-exe- 
cutive 12-man board — also was re- 
sponsible for the inadequacy of the in- 
formation provided. 

There is evidence that Li went out of 
his way to ensure that the details of the 
deal (namely that it could be cancelled 
within six months and Ever Bright 
could get its deposit back with interest 
at around the then-prevailing money- 
market rate) were not made public. 

This was done because it was feared 
that revelation of the conditions of the 
deal would show it was not all it was 
cracked up to be. The full facts would 
have an adverse effect on the property 
market. ICH officially said nothing for 
almost. two months after the 17 
January agreement with Ever Bright 
subsidiary Cherry Bright. All the talk- 
ing about the "sale" was done by 
Wang, who was emphatic about his 
purchase and what good news it was 
for eimi 















million loan to Carrian Investments’ 
subsidiary Due Course. The same 
document also showed a 1982 loan to 
Carrian Holdings secured in part on a 
Perak holding of Carrian Investments 
shares. 

Early this year, Wing Hang sold the 
Butler Towers flat for HK$1 million, 
thereby extinguishing Perak's liability 
to it. The buyer was. called Dream 
Come True Ltd. Wing. an 
buyer a 95% mortgage. It i is impossible 
to know who is behind Dream Come 
True as its shareholders and directors 
are solicitors' nominee companies. But 
it is evocative of the lyricism beloved 
by Carrian group companies and 
which created such names as Gold 
Come, Outwit, Extradollars and 
Smartmoney, | 






A early this year, one of the direc- 
tors of Perak (and of other com- 
panies on the Carrian fringe), Helen da 
Roza, bought a flat in Miami Mansions, 

Waterloo Road, Kowloon from the 
China and South Sea Bank, to which it 
had been: mortgaged by J adial Estates 
as part-security for a HK$40 million 
loan. This flat was the registered ad- 


dress of Anita Law Bik Fong, another 


director, and of various Carrian com- 
panies such as Extragold < 









Although one ICH director, George 
Zang of Cheung Kong, was quoted in 
mid-January to the effect that the deal 
was nearly complete, the first official 
statement from ICH did not come until 
14 March. The chairman's statement in 
its annual report for 1983 referred 
briefly to the supposed sale as a “pre- 
liminary agreement." At no point was 
the "preliminary agreement" (what- 
ever that nonsensical phrase may have 
been supposed to mean) registered in 
the land office, which keeps records of 
sale and purchase agreements. 

Withholding adverse news to help 
maintain the "stability and prosper- 


(Ber see V - m — 


the time, but separately from, Carrian 
going public via the takeover of Mai 
Hon in early 1980. 


Jadial was then described as a 
wholly owned subsidiary of Carrian 
Holdings. Later it was sold in 1981 to 
Carrian's then partner, the now also 
defunct Eda Investments. The Eda 
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ity" of the property market may at 
times seem a patriotic act. But to do so 
after the markets had been stimulated 
by Ever Bright's announcements is 
another matter. It was not as though 
there had not been some doubts at the 
time as to the fine print ofthe deal. In 
the REVIEW (23 Feb.) SHROFF said that 
though the announcement had been to 
the short-term benefit of the market, 
"many doubts exist." It added: "The 
Hongkong market should have had 
enough during the last boom of fancy- 
sounding property deals involving de- 
layed delivery, vendor finance and 
other devices which subsequently fell 
apart to ask for an explanation." ICH 
shares rose dramatically after the 
January announcement and the stock 
and property markets as a whole also 
imbibed a large dose of "confidence." 

Interestingly, Ever Bright pulled out 
of the deal before it had to make a final 
commitment. This suggests the timing 
of the pull-out may have been dictated 
by the fact that ICH's books for the 
first half of the year closed on 30 June. 
Certainly, given that the option was 
costless, there was no apparent reason 
for Ever Bright to pull out before the 
end of the six-month period. 

The failure so far of the Securities 
Commission to conduct more than a 
most cursory two-day investigation 
into the circumstances surrounding 
this astonishing so-called sale will not 
enhance its reputation as a thorough 
and impartial watchdog. o 


-s 


group's Chung brothers left the Ja- 
dial board in April 1983 and in came 
solicitor David Pyott. Pyott was 
also involved with Carrian in mid- 
1983 by acting for Fleuret Invest- 
ments, a  Malaysian-controlled 
company which offered to buy the 
Carrian stakes in Union Bank and 
China Underwriters for HK$293 
million. Sale of these stakes was a 
key to success of a Carrian debt-re- 
scheduling package. 

It subsequently transpired that 
Fleuret's financing was to come 
from BMF, the Carrian group's 
largest creditor. But, according to 
testimony at the trial of Mak Foon 
Than — found guilty in May of mur- 
dering Jalil Ibrahim, an assistant 
general manager of BMF in July 
1983 — Jalil opposed the loan, 
which had not been approved by 
BMF's loan supervisory committee 
in Kuala Lumpur. The loan was toa 
Tan company called Fitarget, part 
of which was to be passed on to 
Fleuret to enable it to make its first 
payment on the purchase. The loan 
went ahead on the insistence of BMF 
chairman Lorrain Osman. But the 
Fleuret deal and the rescue package 
were held up by other factors. 

Pyott is currently acting for Sacklyn 
in defending a libel action brought by a 
local businessman. — PHILIP BOWRING 
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COMPANIES/TAIWAN 


A fight to 
stay afloat 


A Taiwan shipping magnate 
seeks urgent loan rescheduling 
in an effort to stay in business 


By Christopher Wood 
1T" biggest and one of the 
world's largest independent bulk- 
carrier owners, Eddie Hsu, has ap- 
pealed to his bankers to reschedule 
loans. Otherwise Hsu, who in recent 
years has enjoyed a virtual monopoly 
of Taiwan's key bulk trades through 
his private vehicle, Eddie Steamship 
Co., faces the looming threat of insol- 
vency. 

The extent of Hsu's predicament is 
clearly set out in a financial plan com- 
bined with a debt-rescheduling propo- 
sal prepared by New York account- 
ancy firm Kenneth Leventhal & Co. for 
the benefit of creditors and dated 28 
June, details of which were first re- 
ported by the specialist shipping pub- 
lication Seatrade Week. This shows 
that as at 31 May, Hsu faced total out- 
standing debts of US$234.7 million 
against collateral in the form of ships 
and property valued at US$179.5 mil- 
lion in today's market. 

By far the largest creditor of the 
group is Chase Manhattan Bank, 
which has US$88.5 million out to the 
company against collateral worth an 
estimated US$60 million. Chase runs 
this account out of New York, where a 
second meeting of creditors was held 
on 17 July to assess reactions to the 
rescue proposal. Nothing final was de- 
cided. 

Interestingly, in light of its recent 
much-publicised liquidity problems, 
the second-largest creditor is Conti- 
nental Illinois, with loans of US$21.5 
million against collateral of US$14.8 
million. Just how the people now run- 
ning the liquidity-starved Continental 
will react to another bad loan is debat- 
able, particularly in view of present 
speculation that the troubled bank 
may be taken over by the United 
States' Federal Deposit Insurance Corp. 





here have been reports recently 
that the bank was conducting a 
thorough investigation of its estimated 
US$1.2 billion shipping-loan portfolio 
with a view to stopping lending to non- 
corporate borrowers, which presuma- 
bly would not be good news for an in- 
dependent operator such as Hsu, who 
is thought to be the bank's only real 
problem client in East Asia; there are 
said to be much greater problems over 
loans extended to Greek shipowners 
by Continental's Piraeus office. 
Certainly, any successful reschedul- 
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As a result, banker: reckon Hsu | is 
likely to survive, albeit in shrunken - 
. form. | 
2 "His problems stem from an almost 
"complete absence of orthodox finan- 
cial management and controls, 
, Coupled with an over-ambitious policy 
. of large-scale buying of second-hand 
‘ships in 1981-83. Compounding this 
-= were two recent developments which 
„finally upset Hsu's always rather pre- 
carious juggling act with income and 
expenditure (primarily debt servic- 
ing). 

First came the Philippine foreign- | 
» exchange crisis following the assassi- 
-nation of opposition leader Benigno 
Aquino in August 1983, which caused 
Significant delays in the payment of 
freight obligations. Second was the de- 
cision of Taiwan Power Corp. 
(Taipower), a major client, to pay in 
New Taiwan dollars on discharge - 
rather than its previous. practice of 
paying in US dollars on loading, a 
change which meant a.crucial twd- 
month or so delay in payments. 
. This unfortunate set. of 
cumstances meant that Hsu finally w. Was 
forced to stop paying creditors early. 
this year, though this was months after * 
he had already dug himself into a siza- 
ble hole. He commented to creditors in 
his written statement accompanying 
the rescheduling proposal: “Since we 
had virtually no prior experience at 
working on a restructuring of our 
debts with our lenders, we made some 
Serious mistakes.. We continued to pay 
























bacon Baht 734 "million (OSS31. 9 
million) pre-tax profit for the first six 
months of its current financial year 
(beginning Oct. 1983). The result ex- 
ceeded the Baht 647.7 million (also 
pre-tax) profit recorded for the entire 
previous financial year. 

A decrease in àverage fuel costs, 
system-wide, significantly . contri- 
buted to the favourable performance. 
The airline also has achieved impres- 
sive growth in a number of its opera- 
tions. Compared to the first six 
months in 1983, traffic (measured in 

 revenue-tonne km) rose 7% to Baht. 

.980.8 million, while the resulting | 

load factor increased from 62.4 to 
| 64.6. Cargo traffic (measured in re- 
' venue-freight-tonne km) jumped by a 

hefty 16%. The total number of pas- 




















lion. The successful performance was 


n Jers carried: during this P: period 


ously.” 


ment, as at 31 May accounts payable to 
trade creditors totalled US$21.5 mil- 
lion, including US$11.1 million in 
bunker (fuel) costs and that as at the 
end of June, 13 of Hsu's fleet of 46 ves- 


sels were impounded in various ports. 


W ever Hsu's fate, he seems to 
have paid the price for his reputa- 
tion as a rate cutter running a relatively 
large operation off a very narrow cost 
base — his children run the company 
with him, with virtually no profes- 
sional financial management. The core 
of Hsu's business has been his near- 
stranglehold on the key bulk trades to 
Taiwan: grain to the Taiwan Flour 
Mills Association, coal to Taipower 
and coal and iron ore to China Steel. 
On the basis of so apparently lucrative 





»a monopoly, bankers have supported 


Hsu for years. 

 Hsu's market position has been 
maintained by his readiness to keep his 
s below those of competitors. But 
this came unstuck when Hsu embarked 
on a policy of buying second-hand 
“vessles at what he thought were low 
prices, so gearing up on the value of his 





fleet at a time when freight rates were - 


falling sharply. 

Kenneth -Leventhal reported that 
between 1981 and 1983 the fleet was 
expanded by 21 vessels at a cost of 





US$88 million — prices which then re- - 


flected the e stronger prevailing. market 











outlook for the second half. Several 
promotion campaigns are under way 
in collaboration with the Tourism 
Authority of Thailand and private 
sectors in key overseas markets. De- 
spite difficulty in the world airline 
industry in recent years, the state- 
run airline has been profitable for the 
past 19 years.  —PAISAL SRICHARATCHANYA 


Daewoo soars 


‘Daewoo Heavy Industries of South 
Korea enjoyed substantial growth in 
Sales in 1983 — up 29.9% from the 
previous year to Won 270.1 billion 
(US$337.6 million). Its pre-tax pro- 
fits shot up 104.6% to. Won 11.35 bil- 


mainly the result of strong domestic 
demand, which accounted for more 
than 90% of sales. In particular, the 
strong recovery of the South Korean 
motor industry and brisk construc- 
tion ache i in project 











The result was that, according to 
Kenneth Leventhal's financial state- 


company, Oak Steamship. As. 
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Catergillak ot ihi United States: we 
signed, both in the constructior 
equipment sector; this year Dae 
has agreed to produce F16. fig 
parts in a contract with Ge 
Dynamics of the US. The dividens 
to i Won 2 





















Consolidated net 
subishi Corp., Japan's largest general | 
trading house, rose 5.3% to ¥26.8 bil- 
lion (US$111.5 million) in the finan 
cial year ended 31 Mar. Total sales 
were up by just 0.8% 
The profit increase came despite 
for eign-exchange 
from the yen's appreciation. Mit- - 
subishi affiliates handling food 

fuels and non-ferrous. metals did 

well. Also, the company's efforts to 


troduce lower-cost funding help 


was ¥ 20:8 99, bo from TEN bu in 


rates have declincd by 40-5 
Philippine crisis and the 
payment by Taipower proved th 
blows precipitating vessel seiz 
the failure to make interest g 

Under the restructuring 
bankers are being asked to front. 
working-capital loan of.US$8.5 1 
lion for a two-year period at the end ol 
which all unpaid principal and ac- 
cumulated interest on the fleet will be - 
restructured into a new five-year loan | 
at a rate of one percentage point above | 
the London inter-bank offered rate, In 
addition, it is proposed that four yves- 
sels be sold for around US$5.5 milli 
partly meeting the US$15 millio 
mediately required to cover d 
debts. Unless bunkerers agree to s 
supplying fuel again, the fleet. 
operate. : 

Little help, however, can. be exp 
ed from the Taiwan Gove 
which according to the Ken 
venthal statement seems prepared: 
to contribute a short-term loar 
US$4.6 million. Although an es 
lished operator, Hsu is not partici 
favoured in official circles, es 
as many of his vessels fly the Libe 
flag rather than Taiwan's 

Nor, it seems, can Hsu expect ! 
help from his : Hongkon 
brother, V. K. Hsu, who 
medium-sized Hongkong 





















































































sh 
who is on speaking terms. with. 


said: "They have not talked foi 
years." 
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to €15,.8 trilion. 


losses resulting 


reduce overseas inventories and in- 






net income. The net profit per s 
















C | Malaysia led the losers. 









KONG: Prices continued to plummet 
the period. but recovered much lost 
ground towards the close. The Hang Seng Index 
ton an encouraging 45 points on the final day, 
proving overall performance for the period. It 
closed at 791.16, up 17,56 points. The market is 
likely to continue nervous in the wake of rising 
interest rates and a strengthening US dollar. 
peculation over details of the Sino-British 
negotiations on‘ Hongkong's future added to 
overall anxiety. Average daily turnover rose to 
K$136. 47 million (US$17.5 million). 


a LUMPUR: A1 sectors took a beating 
‘ing the period as investor confidence dropped 
3ther notch, reaching the year’s lowest level on 
urth day before rebounding slightly. Only 
ners and several speculative counters 
against the trend, and even blue chips 
as Esso Ordinary and New Straits Times 
ed more than M$1 in value. Analysts 
y believe the market will move out of the 



























ll Street. Volume slipped to 24 million units, 
uc ed at just M$61 million (US$26.1 mil- 








PUKE: Selling pressure from London 
anagers, interest-rate fears, Wall Street 
idrums and qualms over the Malaysian 
net reshuffle all combined to send the mar- 





















osed down 107.05 points at 4,842.34. Volume 
sumed its sluggish trend of recent months after 


ded daily (compared with 12.1 million previ- 
sly). Pan-El remained the volume leader, but 
ved little price movement. Other active 


quiet. The composite index fell slightly more 
than two points to close the period at,.131.30. 





om Samsung Semiconductor in the next period 
ulled interest, compounded by a feeling among 
any investors that recent strong gains would be 
followed by a correction. A moderate rally spur- 
red by confidence surrounding the recent oil 
strike by South Korean companies in North 
Yemen boosted petroleum, petrochemicals and 
construction issues. Sunkyong, a general trading 
company involved in the oil strike, saw the 
ingest single. rise — up.’ Won 160 to Won 875. 






r Trading remained sluggish — only 


00 piace, representing 211. 66 million shares. 
erally held steady or posted small 
ng index put on 1:72 points to 





LA e Las force majeure declaration by its lone 
‘concentrates buyer: abroad: 


and. bulls Palanced each other out i in the 1 
the biggest gain in anticipation of a ee devaluation, while Singapore 


ms only in response to a strong lead from | 








nto a steeper slide. Fraser's Industrial Index - 


previous period’s short-lived flurry of in-. 
with an average of 8.3 million shares | 








shares included Pahang Consolidated and Sime. 





SEOUL: The polidisesborténed pared was 

















verage volume increased marginally to 14.5. 
million shares. Expectations of a major issue 














Lepanto gained a quarter-centavo | 





le périod to 16 July. New Zealand re- 


whigh had beet unes since December 1983. 
The commercial-industrial index was off 0.09 of 
a point at 126.73. 


TOKYO: Investors failed to find interesting 
sustained themes in the market, except for 
biotechnology-related drug issues, and prices 
generally fell in listless trading. Foreigners re- 
mained an indifferent force. Speculators were 
relatively inactive. But on the final day of the 


period a modest rally emerged. Non-ferrous met- 


als were bought. Drugs continued to strengthen 
and sóme car and food counters rose. The Nik- 
kei-Dow. Jones Average closed at 10,177.58, 
however, down about 200 points. 


NEW ZEALAND: The pre-election rally con- 


tinued with investors looking to an early devalu- . 


ation. Companies with large overseas incomes 
such as Brierley and NZI Corp. were strongly 
favoured but major exporters less so because of 
fears that devaluation benefits would be offset 
by a reduction in tax incentives on exports. 
Prices continued upwards after the election, 
though a large element of uncertainty sudden- 
ly emerged when the Reserve Bank of New 
Zealand suspended dealing in foreign ex- 
change. | 


AUSTRALIA: Renewed paving amid some reas- 
suring news of sliding interest rates and a weaker 
US dollar brought cheer to markets at the start of 
the period, extending gains of the previous 
period. News that Boral had made a bid for Oil 
Co. of Australia stole the limelight from 
Castlemaine Toohey's “stab at. Nicholas. Kiwi, 


which remains up in the air. Boral’s activities 


helped swell national turnover at the end of the 
period. The Australian All-Ordinaries Index rose 
16.5 points on the period to close at 676.9. The 
All-Industrials Index also improved by 15.3 
points to 958.5. 


Air LAs prices again traded within a narrow 
range, the market experienced its third succes- 


sive period of light activity. Average daily turn- 
over reached NT$436 million (US$10.91 million). 
The weighted index slipped 4.43 points on the 
period to close at 884.15. Analysts remained op- 
timistic that prices would pick up after the cur- 
rent correction. They reason that the index has 
stayed close to the 900 level and institutional in- 
vestors.have for the most part held on to their 
shares. Moreover, the overall economic perform- 
ance remained robust. 


BANGKOK: The market shrugged off the previ - 
ous period's drubbing to recover lost ground 
mainly on technical factors. Investors were en- 

couraged by prospects thàt parliament would 
approve amendments to the Securities Exchange - 
of Thailand Act. But on the economic front; the | 
continuing financial crunch showed no signs of | 
easing and the lack of credit has continued to af- | 
| fect investors. Average pre turnover was Baht 
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Australian Cons. ind LRO. 
Australian Guarantee 2.73 
APR 217 
Boral 3.41 
Bougairve Ae 1.73 
Bramhins tig. 2.94 
BHP a Jj 957. 
Burns Philp. 3.26 
i CIO. 2 .80 
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Coles C 3.75 
Comalon 238 
ESA l 3. 
Dunlop Australia ` 170 
EZ Inehstrias ot 
Elder South GM 3.84 
Marde J. vA By, KT, E 
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Peko Walser 413 
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"di : 
A moving account of a proud nation's struggle 
and a penetrating study of Soviet intentions 



























Don't miss this best - 
possible account of the latest colonial 
rape of a nation and the im plicat 
for the rest of the world! 











9 16 pages B&W photographs 
e 205 pages 





On Christmas Eve, 1979, the Soviet Union unseen enemy adept at hit-and-run tactics in 
launched a ma s air and land assault on equally hostile terrain. 

Afghanistan's capital, Kabul. A KGB “hit Author John Fullerton spent two-and-a-half 
squad" zc down the country's communist years based in Peshawar covering the. growing 
leader Hafizullah Amin and his immediate resistance movement for the Far Eastern . 
family. Babrak Karmal’s regime was installed Economic Review and The Daily Telegraph. 
on December 27th. The invasion left Western He witnessed at first hand bloody encounters 
observers wondering not only why, but also- with Soviet troops and guns hips as he 
whether, this latest major turn in accompanied guerillas several times into 
Afghanistan's bloody history spelled the Afghanistan. 


beginning of Moscow's "Vietnam. 
Pitched against the Soviets are the 
. ideological warriors fighting in the name of 
_jehad, or religious struggle. Based in Peshawar 
"Um neighbouring Pakistan and scattered in 
-guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
_drawn the Soviets into a confrontation they 
-never intended. The Russians moved into 
_ Afghanista n militarily to shore up the unsteady 
i and besieged regime it had installed, not 
~ become embroiled — at a cost said to be US$2. 
"bilio annually - — in n skirmishes with an 
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To: Publications Division, 
Far Eastern Economic Review, 


G. P. O. Box 160, 
Hong Kong 


Yes! Please send copies of The Soviet Occupa- 
tion of Afghanistan for which I enclose US$9.95/ 
HK$79.00 each (surface postage inclusive). For air- 
mail delivery please.add US$2.00/HK$16.00. 
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LETTER FROM KATHMANDU MENEE ue 





Hi and geography have been 
kind to the Kathmandu Valley. 
Inspired by the Nepalese capital's 
scenic grandeur, one chronicler re- 
cently described the city as a "flaw- 
less emerald in a filigree setting." 
Against a magnificent backdrop of 
snow-capped Himalayan peaks, the 
valley itself is an amazing patchwork 
of terraced fields and densely packed 
clusters of medieval-style settle- 
ments. During the past 1,500 years, 
the valley's inhabitants have evolved 
a unique architectural style blending 
influences from the north (Tibet and 


' : China) as well as the south (India). 


Proof of their originality and hard 


' work are the many splendid temples 


=- 


d monuments still intact today. 
Mew. time appears to have finally 
caught up with sleepy Kathmandu. 
The city authorities, including 
Nepal’s freshly trained crop of tech- 
nocrats, suddenly find themselves 
eprnered by the al -too-familiar 20th- 
guy malady called urban growth. 

e dilemma was best illustrated by a 
recent major controversy over some- 
thing seemingly 
insignificant — a 
pedestrian sub- 
way being exca- 
vated by the city 
authorities to 
ease traffic con- 
gestion in central 
Kathmandu. 

Work on the 
subway, in an 
area called 
Bhotahity, began 
several months 
ago. In  mid- 
April labourers 
chanced upon a 
massive stone 
structure which, on further explora- 
tion, turned out to be an ancient 
water spout, embellished with the 
figure of a makara (a mythical aqua- 
tic animal) and virtually undamaged 
by time. That was not all. More exten- 
sive digging in the area produced sev- 
eral stone idols of the Hindu god 
Shiva, an ardhanareshwar (half- 
male and half-female deity), a copper 
plate inscribed with mantras (sacred 
hymns) and assorted copper utensils. 
“The finding,” noted historian Jag- 
dish Chandra Regmi, “is no insig- 
nificant event.” 

Experts who examined the find 
pointed out that the water spout was 
made some 1,300 years ago during the 
reign of the Lichhavi kings (AD 300- 
800), an era particularly noted for its 
rich sculpture. Accounts by Chinese 
travellers to Kathmandu during that 
period indicate that the city au- 
thorities had devised an intricate net- 
work of water conduits — some still 
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The unearthed water spout: urbanisation vs heritage. 





in use today. Local experts agree that 
the Bhotahity spout was buried some 
time between 1876 and 1884, but no 
one really knows why* 

As details of the chance ar- 
chaeological discovery came to light, 
however, a full-fledged battle soon 
began between those who wanted 
work on the pedestrian subway to 
continue and others who wanted it 
stopped. The local media, apparently 
sensing the public mood over the 
issue, gave full vent to the debate. “It 
is definitely not in the interests of the 
public to intervene against the suc- 
cessful completion of the project," 
noted one Kathmanduite. “Can there 
be more foolhardiness than prop- 
agating against our own safety?" 
Others such as the Nepal Heritage 
Society, a local organisation engaged 
in conservation work, appeared 
equally determined to forestall work 
on the project. 

Soon, the controversy ballooned 
into a confrontation between 


“traditionalists” and “modernists,” 
touching on the larger issues of 


KGa 





KUNDA DIXIT 


Kathmandu's growth problems. One 
astute contributor to the govern- 
ment-owned English-language daily, 
The Rising Nepal, summed up the gist 
of the Bhotahity debate: "The chal- 
lenge before us is whether we can 
boldly step into the future without 
lessening the worth of our national 
heritage." 


t is true that Kathmandu primar- 

ily owes its rustic charm to the rela- 
tive isolation of Nepal from the rest of 
the Subcontinent. Sheltered from the 
pillage and plunder of Muslim invad- 
ers, the valley had ample time to de- 
velop and preserve its art forms. The 
British, who came much later, also 
left the Himalayan kingdom alone, 
though they virtually transformed 
the rest of the region with imposing 
colonial edifices. In effect, 
Kathmandu woke up to the influence 
of the outside world as late as 1950, 
when rule by the ruthlessly autocra- 


'. 









tic Ranas gave way to an open-door 
policy under the more enlightened 
Shah kings. 

Today, central Kathmandu is a 
beehive of frenetic activity, with all 
the ills of rapid uncontrolled urban 
growth: traffic jams, congested walk- 
ways, uncollected garbage, dug-up 
roads speckled with potholes and a 
small but growing number of slum 
dwellers. "Twenty years ago," recall- 
ed an old-timer, "I had to go to New 
Road [central Kathmandu] if I 
wished to hire one of the half-dozen 
or so Willys Jeep taxis available in 
town. Now, look at all these Japanese 
cars clogging the roads. " 

What are the authorities doing 
about it? A master plan for the entire 
valley was drawn up in 1968 with the 
help of a United Nations grant; it was 
approved five years later. Architects 
and planners have described it as a 
"briliantly conceived" blueprint 
perfectly suited to the needs of the 
valley. The chief problem, according 
to them, is the inability of various 
concerned departments to execute it. 
City authorities have even been un- 
able to provide the necessary infra- 
structural support to meet the pre- 
sent needs of a growing population. 
“Factories have been built in residen- 
tial areas," said Sudarshan Tiwari, a 
noted architect, "because the au- 
thorities do not hesitate to make ex- 
ceptions to the rule." 

Even so, there are optimists among 
the educated elite here who feel 
Kathmandu is not a lost cause. Par- 
ticularly encouraging, they point out, 
isits comparatively low slum popula- 
tion. "All we need,” said Gopal Kafle, 
a United States—trained engineer, “is 
true grit and determination to get 
things done.” Meanwhile, work on 
the pedestrian subway is reported to 
have started again. Although the 
local administration has kept silent 
on what it plans to do with the ar- 
chaeological finds, it is widely under- 
stood that they will be preserved 
where they were found, adjacent to 
the subway. 

What remains to be seen is whether 
the more devout in the city will agree 
to use the thoroughfare above the 
subway and the buried treasure 
trove: Hindus traditionally never 
tread over the idols of their deities. 

— ASHOK PANDEY 


26 JULY 1984 @ FAR EASTERN ECONOMIC REVIEW. 


Contact confirmed 


President Ronald Reagan is in error 
when he asserts [REVIEW, 17 May] that 
*.,. We [the United States]... have no 
contact with the Khmer Rouge...” A 
photograph in the REVIEW |7 Aug. '81| 
shows then US secretary of state Ale- 
xander Haig meeting, drink in hand, a 
smiling Ieng Sary (the Khmer Rouge 
foreign minister and Pol Pot's brother- 
in-law) in New York after the Inter- 
national Conference on Kampuchea. 


omy. Sary (Tae right) with S Secrgy 


Further, it is common knowledge that 
Reagan-administration political of- 
ficers and defence attachés from the 
US Embassy in Bangkok have visited 
Khmer Rouge enclaves. 

The president's assertion to the con- 
trary is certainly misleading and, un- 
less “have” is taken to mean at this 
very moment, inaccurate. Reagan is 
given to, and forgiven for, factual mis- 
statements on matters he does not 
follow closely. Still, inasmuch as this 
was a prepared answer to a question 
submitted in advance, the record 
should be corrected. 

New York DAVID HAWK 


Clear-headed 


Nancy Langston's article Wells of un- 
certainty [28 June] is most interesting, 
partly because she cut her Asian jour- 
nalistic teeth here in "Little Brother" 
and now reports from “Big Brother.” 
In view of her rather summary exit 
as dictated by the South Korean au- 
thorities who were smarting from her 
too-accurate reporting on~ current 
events, one wonders how long she will 
survive in Peking since her writing 
continues to be clear-headed and not 
at all muddled by the surreal version of 


events as officially given by the local B. Li $ 4 / 

government authorities | THE-STEEL-ANB,GOLD WATC 

Seoul | Ar, i 3 | 
ET 


Ld 


JOHN PUBLIC | 


BY >. T: DUPONT 


The rules of the game | 


Having been a resident in Tokyo in the 
late 1950s and early 1960s, I was fas- 
cinated by Ian Buruma s article on the i > 
late Rikidozan [31 May]. There is one V : 
. ; ) ( 
weakness in the article, however. Does " eJ ), : fiom | 
the author really think that any profes- Waterproof 3 atmospheres. t 
sional wrestler performer ever really Models tor men and women 81:242" RES A PA RTS 
"won" a match? As I recall from those 
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IBM can be as big oras small 
as you want it to be. 






































If you think of IBM as a big 

company that makes big 

computers for other big 

companies. you're right — but 
only partially so. 

We're also a company that 

& serves thousands of small 

businesses and professionals. 

There are good reasons for it. 

Our growing selection of small 

computers is one of them. They 

provide problem-solving power at 
prices that won't create problems 
for you. 

They help you and the people 

who work with you handle 

accounting. word processing. 
forecasting. inventory and other 
tasks that are the foundation of 
any enterprise. large or small. 

And to use most of our systems. 

you don't need computer 

experience either: 

From the instruction manuals 
that accompany them to 
the training programs we 
make available. 
everything is designed to 
put you in charge quickly 
and painlessly. 

For large companies and 
small. IBM adapts to the 
unique needs of its customers 
— putting them and IBM 
together in very productive ways. 
Wedliketodothesame for you. 
You may need a big solution. 
You may need a small solution. In 
either case. IBM is the right 


solution. zez sm == 
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| that the move would safe 


| n out the ho read compa: A 
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tino (who wrestled in Japan on occa- 
sion) simply followed the Script. So, 
Rikidozan defeated the nasty Ameri- 
cans (including one who seemed to bite 
Rikidozan ‘ine the face — though 








Rikidozan never had a scar or bandage 
uM next day) in Tokyo, and Hen) as I 
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Changing Times 


It would have never occurred to V, G. 


| Kulkarni when he wrote on. ‘Singa- 
 pore's press [21 June] that events 


would change so. dramatically since. 


Barely a month after the article, it was 


announced that, as the finale of the | 
government's move to. revamp the 
press, Singapore' s three major news- 


] paper groups — "Times Publishing, the 
Straits Times Press and Singapore 


News and Publications — were to | 


j merge into oneentity. 


In April 1982, two major Chinese 
newspapers were forced to merge into | 
one. The official reason given then was 
eguard thevia- 
bility of the two new papers since 
more students were studying English. 
This reason: was given against the 





| backdrop that it was the government 
| policy to reverse the trend by promot- 
_ ing bilingualism in education and Con- 


fucian ethics. [leave it to the readers to 








Bangkok. 


Specialisation: Rural I development and planning in the Th 
Task description: Participation i in a project of international coopera 


Asia, with three tasks: . 

















1) Lecturing at post-graduate level: 


2) Research; 


3) Administrative tasks resulting: from. the above. | 


Requirements: 


& meten in Rural Sociolei ogy, 


rsities. 


planning in the Third World, to ron: Wester ty in ven | 
í yr a two-year period, in accordance with regula». 


àng for me, but I must quibble : 


to Hambeng, N North Korea | 14 T r 


E 
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a Senior Lecturer in REGIONAL © DEVELOPMENT PLANNING to bep posted in 


pat t straight. God {he reseed 
every break they can get. 
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TRAVELLER'S TALES is "must" 


your report on the facade ere ter 


have a copy of the 8 May Pyoni 

Times, which shows the facade 
just that, and not intended to bear 
thing else. The archway in the bac 
ground is a model of the Att 
Triumph in Pyongyang and th 
even fake clouds in the baci 
the Korean-style building 
same newspaper also pietia n 
of a ship with (real) wavin 
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A Unique Australian Heritage Park. 


TR dis Australia —À its 


| Bicentennial year (1788-1988), 
| the nation's most imaginative 
Heritage Park, Old Sydney 
Town, is being Offered to the 
international business 


: : community forlease.Sydney 
. | today is Australia's largest city 


= and the commercial centre of 
the nation. eT | 


| of Sydney benn 1788 de 
1810, allowing visitors to relive 
the days when the British 
Governor's word was law and 
recalcitrant convicts were 


.| flogged in the streets. 


| Complete with harbour, 


. | moored schooner, naval. 
T i dockyard, soldiers' barracks, 


- | convict quarters, church, 
|] bakery, blacksmith, street 


Us -much more, this living uic. 
-of Sydney's colourful past 
recreates the hustle and 
gum bustle of the birth of 
. modern Australia. 
* Old Sydney Town is 
à- acknowledged as 
, Potentially one of 
.the finest Heritage 
Parks iri Australia 
and presents 


marvellous opportunities for 
future development. 


As a result, the Government of 
New South Wales and Westpac 
Banking Corporation, joint 
shareholders of Old Sydney 
Town Pty. Ltd., are inviting 
registration of interest in the 
lease of this exciting 
development project. 

Included in this exceptional 
offer is the existing 25 hectares 
of Heritage Park site as well as 


the surrounding 35 hectares of 


undeveloped land. Just 80 - 
kilometres — an hour's drive — 
north of Sydney, this ||. . 
picturesque site, right in the 
heart of one of the fastest 
growing regions of New South 
Wales, has frontage on and 


| excellent access from Sydney's s 


main northern highway. 


i a nauci A di is proposed that a long term 


lease will provide for the : 
existing Heritage Park to 
continue operating andbe | 


further developed in line with 
‘its present concept, which 


preserves historical accuracy, 
without loss of employment 
opportunities for existing staff 
and with the surrounding area 
being available for future 
development as an 
Entertainment Park, theluding 


various forms of 


accommodation. 


| PACIFIC HIGHWAY, SOMERSBY, 


Interested parties are invited 
to register their interest with 
the Director, Department of 
Leisure, Sport and Tourism, 
140 Phillip Street, Sydney, 
2000, Australia or with the 


Commissioner for New South 
Wales no later than 31st - 
August 1984. Registrants are 
required to include financial 
resources, desigt and. 
management c; ipabilities as 
well as concept pan for the 
area. 


Further information r ma Í 
obtained from: ^. 


. General Manager, - 


Westpac Banking Corporation | 


| 4401 Connaught Centre 


Hong Kong | 


. Phone (5) 21 3191 


Development Co-ordinator | 
New South Wales Department 
of Leisure, Sport and Tourism 
140 Phillip Street, Sydney, 
New South Wales, 2000, 
Australia. 

Phone (02) 

231 7252 
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.many den alin manner kof other obema: in Singa- 
‘pore, the Philippines and India they have been 
uprooted to make way for new airports, housing 
estates and tourist resorts. In Malaysia — where 
per capita income is among the highest in Asia — 
half the fishing population lives below the poverty 
Jine, while in-India the livelihood of fishermen is 
threatened by foreign-owned vessels which fish 
at will and send their catch directly to their home 
^markets. Meanwhile, many nations' industries 
are at the mercy of a single market — Japan, the largest fish consumer 
in the world. FOCUS looks at the industry that got away. Pages 35-60 


| Cover photograph by Xinhua newsagency. 





| Pages 10-11 
Fears are growing. in both 
Washington and New Delhi that 
Pakistan may be on the verge of 
producing a backyard bomb.' 


Page 12 


New Zealand's new Prime Minister 





^ David Lange picks his cabinet — 


| and outlines his philosophy. But 


his government must bite the eco- 


nomic bullet (page a 
. Page 14 


| ‘Page 15 


India's cabinet reshuffle may: ave | 


come too late. | 
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yo years after Japan re- 
ested permission, the ad- 
inistration of United States 
esident Ronald Reagan has 
ipproved the shipment of 557 

b of plutonium — enough for 
ut 10 atomic bombs 
m France. United. States 
pproval was required be- 
ause the plutonium was sepa- 
ated out from spent US nu- 
lear fuel. Japan will use the 
ylutonium as fuel for a small. 
erimental nuclear reactor 
hich- uses. a plutonium. 
ther than a uranium, fuel 






























hene a R Ue 
'to countries judged 
! = nuclear-prolifera- 








‘ol complex negotia- 
- aver security arrange- 
s. US congressional ecri- 
fear the precedent could 
to decisions to allow less 
ictable nations to obtain 
m, and also raises the 
of terrorist attacks 
tsuch shipments. 

-~ ROBERT MANNING 
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< (MIC) on 21-22 July, 
/ president Datuk Samy 











hile their supporters 
all the lesser party jobs. — 
ke. 








votes cast when he was 
'Cted. as one of three vice- 
sidents, and D. P. Vijan- 
ran, previouslv on the MIC's 
tral working committee, 
ok another vice-presidential 
lot left vacant by the expul- 
ion from the party of V. Gov- 





















ocal government. 


‘district councils should be al- 


s. Approval was the 


2n | government 
Malaysian Indian Con- 


and. deputy president 


K.. Pathmanaban. | 
ed the highest number 


'espectively.. of housing 


councids ifa d t h » in ale 
stand that AS ote 


lowed in efforts at devolution 


| of power. 


Jayewardene told the latest 
session of round-table talks on 
the Tamil problem on 23 July 
that at least 50 people would 
be elected to the proposed 
upper house from 25 districts. 
From these he would pick 
some to be ministers. while 
some could function as de 
facto chief ministers in their 
respective areas. This, he told 
the REVIEW, was a skeletal idea 
which would have to be flesh- 
ed out in talks with the Tamil 
United Liberation Front 
(TULF) and other parties. 

.He said he hoped the TULF 
would respond — but their re- 
presentatives were not at the 
session of the conference be- 


. cause they were in mourning 


to mark the first ACY 
of anti-Tamil riots. 
— MERVYN de SILVA 


Thai crackdown 


raises fears 


The detention of a well-known 
university lecturer and the 
editor of a Bangkok news- 
paper has alarmed the Thai 
capital's activists and raised 
questions over whether the 
is adopting a 
tougher approach in its anti- 


communist campaign. 


Kasetsart University pro- 


fessor Preecha Piempongsarn 
| and Chatcharin | 
ngly re-elected to their |. 


, Chaiwat, 


Matuphum daily, were Ded 
up bv police Special Branch 
men on 11 July, six days after 


the arrest of 16 suspected 


Communist Party of Thailand 
(CPT) cadres. 

Popular speculation is that 
the crackdown points to a con- 
flict within the army over the 
best approach to adopt now 
that only diehards remain to 
hold together the strands of 


the party, shattered by inter- 


nal conflicts and the mass de- 
fections of an estimated 
40.000 card-carrving mem- 
bers and their supporters over 
the past five vears. 


But it could just as easilv ; 


represent à general loss of pa- 


| tience on the part of au- 
| thorities, who are understood 
to have felt the CPT was tak- | 
Jing advantage of government 

‘benevolence to try to re-estab- 
> | lish links with various pro- 
at gressive gronpsrin Bangkok | 





Malaysia's first ventur e-capi- 
tal company, Malaysian Ven- 
tures Bhd. (MVB). has begun 
operations, aiming to take 
long-term equity investments 
in high-risk businesses using 
advanced technology or novel 
processes for indigenous re- 
sources. MVB's shareholders 
comprise 12 companies and 
individuals, but the most 
prominent are Arab-Malay- 
sian Merchant Bank (whose 
chairman, Datuk Azman 
Hashim, is also MVB chair- 
man), Malaysia Borneo Fi- 
nance and Mulpha Interna- 


connected indirectly to the 
Malaysian Chinese Associa- 
tion. Although Arab-Malay- 
sian is the lead investor, the 
United States-based venture- 
capital firm, TA Associates, 
and the Netherlands-linked 
Orange Nassau Group are 
providing advisory services. 
Meanwhile, two commercial 
banks — Bank Bumiputra Ma- 
laysia and Development and 
Commercial Bank also 
are planning venture-capital 
firms. — JAMES CLAD 


Huge oversubscription 
for Samsung issue 

The long-awaited issue of 
shares by South Korea's Sam- 
sung Semiconductor and Tele- 
communications Co. has 
.been heavily oversubscribed, 
mobilising Won 334 billion 





































times the value of the shares 
offered —- the strongest re- 
of shares in the history of the 
Korea Stock Exchange. 

The market was offered 
55% of the total Won 24 bil- 
lion issue, the rest going to em- 
ployees and institutional in- 
vestors. Samsung recently en- 
tered the limelight by opening 
the first factory producing 
64K DRAM chips in South 
Korea. — PAUL ENSOR 


Kawasaki buys into 
idle US steel plant 


In an effort to counter growing 
protectionist moves by the 
United States steel industry 
and gain a foothold in the lu- 


Steel Corp. of Japan has ag- 












-tana, California. Kawasaki, 
Japan's. S third-largest. , 


tional Trading Corp., a firm. 


(US$414.9 million) or 28.5 | 


sponse to the largest offering. 


erative US market, Kawasaki 





reed to buy 25% of Kaiser 
Steel Corp.'s idle plant at Fon- 





a portion of Kaiser's st 1- 
manufacturing operations. — . 
The new venture is expected — 
to open the steel-finishing : 
mills before the end of the . 
year, though it will be a few | 
years before Fontana's fur- 
naces go on stream. Other Ja- - 
panese steel firms have begun - 
to form..aliances with US 
firms of late. | —ROBERT MANNING 


Indonesian investment 
tally looks dismal 


Indonesia s Capital | Invest- 
ment Coordinating Board has 
announced that investment 
approvals during January- 
June reached only Rps 923 bil- . 
lion  (US$904.9 | million), . 
against the targeted Rps 3.9 
trillion and the Rps 3.8 trillion _ 
approved during the same 
period in 1983. The gross | 
domestic produet -growth 
target of 5% a year is in 
jeopardy and signs are that 
there will be a major public 
debate on the problem. 
Meanwhile, Bank Indonesia | 
governor ‘Arifin Siregar re- 
vealed that the country’s cur- 
rent-account deficit was re- 
duced from US$7.1 billion in | 
1982-83 to US$4.3 billion in 
1983-84, ended on 31 March. 
Siregar thus denied specula- - 
tion, based on trade figures 
announced by Information 
Minister Harmoko, that the 
current account turned. to 
surplus in the past fiscal year 
(REVIEW, 26 July), but he did 
not produce trade figures. 
"S SUSUMU TINANOCVRIS 
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vows pasieke s ajar eal 
South Korea will “resist the 
temptation to tamper with the 
won" over the next 12 months. 
according to Kim Kihwan,.a | 
senior official of the Economic 
Planning Board. The South 
Korean currencv. which is 
closely affected by movements 
of the US dollar. has been 
weakened only slightly by the 
dollar's recent surge. and this 
pattern is likely to continue 
despite the unfavourable ef- 
fect it may have on the coun- 
trv's balance of payments. 
The won's rise alongside the 
dollar in 1983 is thought to 
have been one reason for the : 
relatively feeble. showing of 
South Korean exports in 





Europe in 1983. Kim added 


Bed the: ‘resolute Soe | on 












The Hongkong Mass Transit 


Railway Corp. (MTRC) has paid — 
the government a modest HK$292 
million (US$37.4 million) for the © 


right todevelop the huge Kornhill 
residential and commercial | 
complex on the Island Line, now. 
under construction. Some 9,500 
flats willbebuilt on thesite. Even 
allowing for the fact that 2,200 of 
the flats will be for a subsidised 
home-ownership scheme, and 
that the MTRC has had to bear 
- site formation costs, the 
premium, set by private treaty, 
gives a relatively very low land 
at — not more than 
! » Of overall cost. This 
"should help pre-sales of the flats. 
dueto begi o 
. for government finances. 
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` North Korean leader Kim Il Sung. 
. failed to gain strong backing from | 


. the Soviet Union and some East 


roposal of tripartite 
d on the Korean 

ula when he visited 

nd Eastern Europe i in. 






Odd: man out Romania, however, 


Soviet and Afghan troops mounted a 
new offensive against Muslim rebels in the 
Logar Valley, Western diplomats in Is- 
damasad said (24 July). 


a Brian Gore. a pr iest who. stood trial in 
“the Philippines for murder, returned e 
Perth after the charges were dropped (22 
duly). 


CHINA 

. Pakistani Foreign Minister Sahibzada 
Yaqub Khan arrived on an offic ial visit 
(22 July). 


` Prime Minister india Gandhi reshuf- 
fled the cabinet, taking over the External 
Affairs: Ministry herself and appointing 
P. V. Narasimha Rao home minister (19 


oon, butis bad news. 





on! an this was Eoo. E 










support for the triparti le- 
oposal, prempting spe ulation 

at Kim was attemp. 

'anta e of strains within t. 

oviet bloc; analysts Say. e 








. WELL CONNECT ED 

-The Hyundai group's. © 
-considerable clout Sh the South 
Korean Government was an 


important factor in IBM's. 
decision to enter into an assembly 
contract with Hyundai 


. Electronics Industries Co., 


latecomer into the hue 
field. The two firms are currently 


| negotiating a contract under 
which Hyundai will assemble 
IBM's 5550 computer. IBM was | 
; initially more interested in 





üng a deal with Samsung 
Semiconductor and 


‘| Telecommunications Co., 
-strongly encouraged by. Samsung 
president Lee Byung Chull's. 


| interest.in the American firm. 


European countries for the North 


J » analysts i in i Toky 1 
| Hercules military 
— aircraft are not, 
arms sales, the recent sale of 

| C130Hs to Taiwan by the United 
States could be a trend-setter in 









However, Hyundai's far superior 
| government contacts eventually 
| e much to od its case. 





Although ale of C t 30H 
transport 
trictly speaking, 





| future US arms transfers to the 
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Suontintang government. 


























and arrested more than 40 others. Police 
detained 12 people forsuspected sabotage 
of ia major canal in Punjab, it was reported 
(22 July). Opposition politicians stormed 
out of parliament at the start of its last 
major session to protest against the gav- 
ernment’s handling of current crises (23 
July). ; 


INDONESIA 

Indonesia and Papua New Guinea 
began talks on border problems, it was re- 
ported (24 July). 


MALAYSIA | 

Palestine Liberation’ Or on eaten 
chairman Yasser Arafat arrived on an of- 
ficial visit (24 uri 


. NEW ZEALAND 


Prime Minister- elect David. Lange an- 


„nounced his new cabinet (24 July): 
July) An outlawed or ganisation of milit- |- | i i = 


ant Sikh students declared “a war of lib-’| NOR 


eration” against Mrs Gandhi as security |^ 
"s ee one. suspected Sikh extremist | 
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| The US State Department has © 


July). 





According to the 1 [Ss pr st i 
Shanghai Communiqt e, Sign 
by Washington and P. 
arms sales to Taiwan wo 
"exceed either in quantita 
in qualitative terms the le 
those supplied in recent vears 


























described the C130Hs as being oí 
1950s vintage and intended to 
gradually replace the C47s ay 
C118s — now out of producti 
currently being used by. 
Taiwan's air force. However, 

C130Hs supplied to Taiwan ar 
advanced 1975 versions, w 
the US Air Force itself uses. 
Extending the logic of this 
arrangement, sources Sav, 
could sell Taiwan other 
modern equipment — 






































equipment which j ise 
go out of production in the : 
future. 


United € fates intelligetice. 

sources monitoring the Sino- 
Vietnamese border say that e 
result of its heavy attacks 
launched since early April in 
Vietnam's Ha Tuyen province 
China isnow in controle 
eight commanding heig 
recent Vietnamese ass; 
failed to dislodge the Chi 
who have been shelling d 
into Vietnam from those 
entrenched positions. 





































































Pakistamflativ denied that it ist 
build a nuclear bomb or getting Ch 
help in the nuclear field (23 July). 


PHILIPPINES TN. 

At least 20.000 people held a dem- 
onstration as President Fe Tdi mand Mateos. 
opened the new session of parliament [E 
July). 


SRI LANKA T 

Security forces shot dead a high rank 
militant Tamil se paratist in northern 
Lanka, official sources said (20 Iw 
Three bombs exploded near a Hindu: 
ple in Tamil-dominated Jaffna, i1 was re 
ported (24 July). 


This Malaysian ldurnalists were ba 
ned from entering the country, a Thai 
bassv official in Kuala Lumpur 
July). Two Lao pilots defected t 
land. a Thai army spokesman said 
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By Robert Manning in Washington 


-ew concern over Pakistan's nu- 
clear programme has renewed 
M Wi suspicion that President Zia-ul 
aq's government is continuing its ef- 
rts to develop nuclear weapons and 
ay. place a US$3.2 billion aid pro- 
ramme for Islamabad, proposed by 
e administration of United States 
President Ronald Reagan, in jeopardy. 
'ice-President George Bush visited 
Pakistan in late May to reassure Zia 
hat Washington is firmly behind him. 
it privately administration officials 
"worried that the US Congress may - 
ghen a pending amendment to the 
nt US Foreign Aid Bill in a man- 
t would make it difficult for 
| to continue the six-vear aid 
















































"over Pakistan ‘began 
t fter Reagan returned from 
1a and reports surfaced that China 
ing nuclear cooperation with 
Those Nadie pius cuc ma 











“Pakistan has io and ex- 
anded its clandestine uranium-en- 
ment facility at Kahuta: has oper- 
its clandestine plutonium-repro- 
essing facility at Pinstech: has ex- 
panded. its nuclear-weapons design 
team at Wah, and has stepped up im- 
ports of nuclear warhead components. 
Cranston also said that Pakistan's 
Kanupp reactor has had chronic fail- 
ures of its safeguard system, making 
plutonium diversion "highly feasible." 

Cranston says that his information 
ame from government officials on a 
n-classified basis and that US offi- 
“have confirmed it to my satisfac- 




































"fn a speech on the US Senate floor on 
1 June, when he made the allegations, 
on conceded: "I have no evi- 
ce that Pakistan has actual nuclear 
Mbs in hand or that Pakistan hasal- 















ipons-grade material:...thepointis 
HON now have nd they need to 






ady produced a specific amount of | 


Cranston also charged that in the 
past 12 months clandestine Pakistani 
purchases of technology and hardware 
identical to that used at Kahuta have 
been accelerated and are being sent 
both to Kahuta and to a new under- 
ground site at. Multan. In addition, 
Cranston claimed that Pakistan has 
stepped up efforts to obtain high- 
speed electronics equipment and pre- 
cision spherical-cutting machinery for 
its nuclear-weapons design group at 
Wah. Asked about the so-called "Wah 
group," a State Department official 
who monitors non-proliferation. af- 
fairs, said he had never heard of it, 
suggesting that” ‘it sounds more like a 
rock group.’ 

But when. erased about the 
Cranston charges, State Department 
officials would neither confirm nor 


deny the allegations. However, one of- 


ficial told the REVIEW: "There haven't 
been any breakthroughs in the Pakis- 
tani nuclear programme." Zia? re- 
peatedly has given both public and pri- 
vate assurances — most recently in an 


interview with The Wall Street Journal 


in early July — to the Reagan adminis- 
tration that Pakistan is only develop- 
ing nuclear power for peaceful uses. 


S officials do not deny that 
Pakistan, with its enrichment 
and reprocessing facilities, is 


"developing the capability . to create [o> 
“Tt is a matter of 


nuclear weapons. 
degree," a State Department official 
said in an interview. “Having the 
capability and obtaining a bomb are 
not the same thing." A senior US offi- 


NS PEACEFUL 





cial said: “The administration remains ` 
concerned about unsafeguarded ac- 
tivity, but we balance that against 
Zia's assurances, which we don't take 
lightly." 

Concern over nuclear proliferation 
led the Reagan administration to call 
for a meeting of the London Nuclear 
Suppliers Group, comprising 13 West- 
ern nations plus Japan and Australia. 
The session, held quietly on 12-14 July 
in Luxembourg, was the first of its 
kind since 1977 and, according to US 
officials, progress was made on tight- 
ening controls on nuclear exports — 
particularly sensitive technology. 
components and subcomponents for 
the production of ‘weapons-grade nu- 
¢lear material. 

: Despite Zia's assurances, comments 


by A. Q. Khan, Pakistan's top nuclear 


scientist, which were echoed by Zia 
himself; have contributed to doubts 
about Pakistan's intentions. In an in- 
terview in February. Khan told a 
Pakistani newspaper: "Pakistan has 
broken the Western countries’ mono- 
poly on the enrichment of uranium. 

And in a little-noticed speech at 


: Karachi on 23 May, Zia boasted about 


the Pakistani programme, disclosing 


that Pakistan had acquired "a particu- 


lar thing" possessed by only five other 
countries. Only. five countries are 
known to possess nuclear weapons. 

In order to implement the six-year 


| US$3.2 billion aid plan, which in- 


cludes 40 F16 fighter jets (which are 
capable of delivering nuclear bombs), 
the Reagan administration gave Zia a 
six-year exemption from the 
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quires a ‘cut-off of aid if there is evi- 
try is developing a nuclear 
capability. The Symington Amend- 
ment was invoked by the administra- 
tion of Jimmy Carter, which cut off aid 
to Islamabad in April 1979. 





A senate staff report released in^ 


April warned that Pakistan's nuclear 
programme is "the single factor 
that could destroy the US-Pakistani 
relationship." That report recom- 
mended that congress should consider 
legislation requiring Pakistan 
"cease all efforts to acquire a nuclear- 
weapons capability as a condition of 
further US assistance." The report also 
said the US should “put a cap on sensi- 
tive military equipment." Specifically, 
the report said it should not sell the 
AIM91 Sidewinder missile to Pakistan. 


IS officials fear that the new 
charges about Pakistan's nu- 
clear efforts will fuel moves in 





éongress- which would place the aid. 


package to Islamabad in jeopardy. 
Thus far, at least 12 F16s have been de- 
livered to Pakistan. Cranston and an 
unusual coalition of congressional lib- 
erals and conservatives ranging from 
Sen. Gary Hart to ultra-conservative 
Sen. Jesse Helms, will push for 
toughening an amendment to the fiscal 
1985 Foreign Aid Bill at the new ses- 
sion of congress. 


to. 


The administration lobbied hard to | 


get an amendment, sponsored by 
Cranston and Sen. John Glenn, water- 
ed down. With the aid of Republican 
chairman of the senate foreign rela- 
tions committee Charles Percy. the 
White House succeeded in changing 


the amendment to require that Reagan... 
certify to congress during any year. 
Pakistan receives US military equip- 
ment or technology that "Pakistan 


does not possess a nuclear device and 


that the proposed US assistance pro- - 


gramme will reduce significantlv the 
risk that Pakistan will possess a nu- 
clear explosive device." 

iCranston and Glenn had sought to 
| inisert much tougher language in the 
amendment. In their earlier: version, 
Reagan would have had to certify that 
Pakistan “. . . does not possess à nu- 
clear device, is riot developing a nu- 
clear explosive device and is not ac- 
quiring, overtly or covertly. technol- 
ogy, material or equipment for the pur- 
pose of manufacturing or detonating a 
nuclear explosive device.” 
"State Department officials do not 
dispute that Pakistan is developing a 


nuclear capability, and several US ole 


ficials said that if congress revises the 


|. amendment, adopting the previous 
(Oto gher lan age, it would bei ee 








(Cone among United States offi- 


y cials over Pakistan's apparent ac- 
celeration of its efforts to become a nu- 
clear power were heightened when a 
US federal grand jury in Houston, 
Texas, indicted three Pakistani na- 
tionals for illegally trying to ship 50 
krytrons (high-speed switches which 
can be used to trigger nuclear 
weapons) out of the country. The grand 
jury indicted Nazir Ahmed Vaid, Salim 
Ahmed Mohammed and Ilyas Ahmed 
Mohammed for giving false statements 
to the US customs, violating US export 


"laws and conspiracy. 


US officials are extraordinarily 


| tight- lipped about the case, but in an 
open-court hearing prior to the indict- 
ment US attorney Sam Longoria said: 


"We strongly suspect Mr Vaid is 


| operating at the instructions of the 
Pakistani Government and that the 


purchase of the krytrons was for 


. Pakistani use in obtaining a nuclear 
bomb." The Pakistani Embassy denies 


the charges. 


The krytron affair, along with 


rumours circulating in Washington — 


| gressional moves were > likely: to suc- 
‘ceed, a 


worried US official said: 
"That's what we'd all like to know.” 
The administration's non-prolifera- 


tion policy towards Pakistan is based 


— 


sophisticated | military. 
“frontline state 


conflict and therefore have less incen- 
tive to acquire nuclear weapons. This 


: being suspended. the 


on the notion that bv furnishing 
hardware, 
Pakistan will be more secure as a 
in the Afghanistan 


logic is that it is virtually impossible to 
block Islamabad's efforts to acquire a 
nuclear capability. so US policy should 
focus on intention and create disincen- 
tives. "Idon't think anybody would say 
that US policy towards Pakistan has 
been a raving success. but it’s the onlv 
game in town.” 

Sceptics such as Cranston fear that 
Pakistan will remain among the so- 
called threshold nuclear powers, such 
as Israel, South Africa and India, and 
that unless a nuclear test is verified, it 
will not be possible to determine when 
a country such as .Rakistan actually 


crosses the threshold. This is some- 
. times referred to as the “bomb- in-the- 


basement" strategy. Whether or not 
congress actually takes measures that 
would result in the aid to Pakistan 





A AUS federal | grand jury j indicts three Pakistanis for trying 
to. smuggle Switches used i in triggering nuclear weapons. 


| Also, the new concern o 
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that China has secretly tested: a 
tani bomb, are fuelling already si 
doubts about Pakistani intentions 
the very least the affair, which is 
rectly linked to nuclear-weap 
development — rather than just 
clandestine efforts to build an enric 
ment facility — will result in incre: 
scrutiny by the administration of 
President Ronald Reagan of Pa 
nuclear programme, more press 
increased safeguards and more | 
straints as a condition for th 
tinued flow of US aid. | 

Well-placed sources su 
a tightening of visa. 
Pakistanis might also. be 




















































casts even a longer shadow 
US-China bilateral nuclear 
China-Pakistani nuclear c 
has been a factor in Reaga 
tance to submit the accord to 
Congress for approval The: 
told the Review that the adm 
tion is unlikely to submit the ac 
congress. until after the ` 
presidential election. —RO 















































Many indians isa 
Pakistan could 
soon be ahead of them 


By Salamat Ali in New Deihi 
ollowing a sumptuous lunch host 
by Indian Foreign Secretary M. F 
Rasgotra on 25 March for select 
foreign correspondents, some. of 4 
correspondents reported that Ind : 
lieved that Pakistan had manut 
tured a nuclear, device ane 
months earlier itmay have b 
nated at the Chinese nuclear tes in 
ai Lop Nor. Going a step further, f 
American newsagency Associat 
Press ascribed the remarks to 
gotra, who promptly denied mak: 
any such statement, 
The controversy arose soon afte 
issue Of Pakistan's nuclear ini 
came under discussion in the 
Parliament. Replying to a que 
22 March, Prime Minister Indir 
dhi said: "The Ens is 
Pakistan’ E efforts 
nt caj ability 



































































i sala pied) on the ; as- 
on that Pakistan had acquired a - 
ear capability and that he would 
re the country "accordingly." 
‘he only other. authoritative state- 
nt on the issue so far has been 
rmer external affairs minister P. V. 
Narasimha Rao's statement to parlia- 
ent on 30 March that India could not 
. to. note, with, concern reports of 
tacts between Pakistan and China 
the nuclear field. In this respect, he 
rred to statements made by senior 
ficials and experts of the United 































ial. spokesman in India has 
ared to assert that Pakistan 











| 1 e seems little 
. about India's conviction that 
ther or not Pakistan is making a 
it has at least arrived at or is 
ose to the point at which it can 
te a “peaceful” nuclear explo- 
1 as the one India detonated in 
New Delhi is further convinced 
n the matter of nuclear capabil- 
akistan would not stop short of 
with India. 






































e Indian media: offensive began 
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e ; S Chae had been told by 
administration of President 
eagan | that by Ce 


appo E ie to desist from 
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ed that Pun was continuing 
nuclear course. 

owever, ironically, the media blitz 
dia was also triggered by a state- 
ent made bv Abdul Qadeer Khan, di- 
ctor of Pakistan s, nuclear-enrich- 
nt project. Declaring that Pakistan 
iad evolved an indigenous enrichment 
Jrocess on an industrial scale, he an- 
yed New Delhi by pointing out that 
hile India might have an edge over 
istan in.other related fields, it had 
left vears behind in enrichment. 
cking concrete information. local 
ses are videa on n India 
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T have frequently brought him into dis- 


| Prime | Minister-elect David kange outlines his governing 


philosophy : and his planned departures from current policy 


. By Colin James in Wellington 


i you are asking what is the pre- 
dominant drive, it is to suppress. 


the mechanical, arbitrary, intellec- 
tual-rationalising function and to 
surge for the thing. which I feel." So 
says David Lange; 41, who on 26 July 
was due to be sworn in as New Zea- 
land's s youngest prime minister. In that 
is summed up much of Lange’s 

psychology and style. 

Lange was born of middle- class 
Methodist parents in a working-class 
suburb of Auckland, where his.father 
was the sort of doctor who charged 
only those who could afford it. and 

"wher e you were Labour — otherwise 
vou had a rather bad time." 


From his father, Lange has inherited 


a fierce, morally indignant altruism; 
his father "inculcated into me" his be- 
lief that "people should not use their 
advantages to enrich themselves. but 
should use them for other people." In 
his turn, Lange. who has one of the 
nimblest legal brains in the country, 
worked as a lawyer among people with 
little means. often without char ge. - 
The prime minister-elect also in- 
herited from his father a Christianity 
that tends towards the morally narrow 
= a trait which annoys the predomin- 
antly liberal membership of the party. 
There is also a stronglv emotional 
strand in him, which he does not sup- 
press easily, or even willingly. So 








The Lange line-up - 


. Lange is easily wounded — and obsess- 


ed — by eriticism. Equally, he can 
bound around like a young boy on 
hearing of a favourable poll result. He 
needs constant reinforcement. 

Much of his: political impetus comes 
from his emotional outrage at what he 
sees as social injustice..In India in the 
late 1960s, he was.a guest at a Rs 120 
(then US$16) dinner when his hotel 
roomboy was paid Rs 40 a month. “I 
still carry the guilt at having oe 
dinner three months’ wages for. 
human being,” he said. : 

Translating this attitude into foreign 
affairs, Lange talks.of being “part of 
that Labour tradition which believes 
from the almost. naive — and I think 
from time to time desperate — convic- 
tion that asmall nation can be involved 
in stimulating the large to come to 
some rational understanding of their 


| relationship with other countries, that 


we have clear injustices in the way in 
which resources and power are distri- 
buted, that that can somehow he 
ameliorated or rectified by interna- 
tional intervention.” 

Lange entered par liament in 19 T in 
a by-election. A huge. overweight man, 
he was nevertheless charismatically 
attractive to people who saw'in him a 
likeness to the revered Labour prime 
minister Norman Kirk, who died in of- 
fice in 1974 only 20 months after his 





Businessman Roger Douglas becomes finance minister i ina 
new, young cabinet — as Muldoon fights for survival 


he key post. of finance minister in 

the new — and young — cabinet of 
David Lange’s Labour government 
will be taken by Roger Douglas, 46, an 
accountant and self-made business- 
man who built up a successful natural 
cosmeties manufacturing company 
while an MP. Douglas was a junior 
minister in the 1972-75 Labour gov- 
ernment, but did not emerge as finance 
spokesman in the party until Lange 
took over the leadership. 

Douglas’ instincts are with social- 
democratic ends — jobs, help for the 
underprivileged and so on — but he ad- 
vocates market-economy means of less 
regulation, a freemoney market and an 
open economy. internationally. These 


party members, who prefer more or- 
thodox.social-democratic means. — - 

David Caygill, 35, takes trade and 
industry, the second key cabinet post. 
Trained as. an economist and lawyer, 
Caygill is highly regarded in the busi- 
ness community and will be expected 
to act as. an associate with Douglas in 
finance. 

The overseas trade and tourism 
portfolio goes to Michael Moore; 35, a 
rumbustious. generator. of new ideas, 
such as. “lambburgers,” a sort of ham- 
burger using. lamb, ‘one of New. Zea- 
land's: main export commodities. 


Moore was effectively ; Lange s cam- 

















election. In November 1979, Lange de- 
posed former deputy prime minister 
Bob Tizard from the deputy leader- 
ship, and a year later Lange missed by 
one vote deposing former prime minis- 
ter Sir Wallace Rowling from the party 
leadership. 

Deeply hurt by the criticism that fol- 
lowed that party battle, Lange with- 
drew from the limelight for most of the 
next two years, during which he 
underwent a dangerous operation to 
shrink his stomach and trim his body 
to statesmanlike size. The "new" 
Lange succeeded Rowling in February 
1983. 

A series of political blunders, his 
tendency to waffle incomprehensibly 
and mannerisms which the public in- 
terpreted as indicating weakness, 
indecisiveness and defensiveness 
quickly punctured Lange's early popu- 
larity and built a suspicion of him — 
even among Labour supporters — 
which lasted through to election day. 
The suspicion was reinforced by his 
candid and repeated acknowledgment 
that he did not understand economics, 
except in the broadest terms. 


ut if the substance of the man re- 

mained in question, Lange was de- 
termined to do something about his 
style. Advertising image-maker Bob 
Harvey, who had rebuilt Kirk's image 
in the early 1970s, went to work on 
Lange: the result was a dramatic 
change in his expressions, gestures, de- 
livery and even content of his speech- 
making. His campaign opening on 26 
June was brilliantlv handled and he 
caught outgoing Prime Minister Sir 
Robert Muldoon stunningly off guard 
when at the end of a televised debate 
between the two on 8 July he offered 
Muldoon a role in a Labour-led New 





Zealand. Muldoon replied, vastlv out 
of character: "I love you, Mr Lange. 

He also impressed in his first few 
days after winning the election, re- 
maining cool under pressure of a cur- 
rency crisis and reassuring leaders in 
the economic sector he summoned to 
his office to hear his decision to de- 
value on 18 July. 

Lange's rapid rise to the top means 
he has had little experience even of 
shadow portfolios. He will take on the 
foreign affairs portfolio, and in that 
too, he intends to inject a strong moral 
content, as he indicated in an inter- 
view. Lange told the REviEW that 
among his immediate priorities was 
the opening of an embassy in Black Af- 
rica, either in Addis Ababa — to be 
close to the Organisation of African 
Unity — or in Zimbabwe, which he 
termed a "frontline" state vis-à-vis 
South Africa; the closure of the South 
African Consulate-General in Wel- 


of minister of justice, which will leave 
him free to act as the cabinet manager. 
Lange himself is to take foreign affairs 
while Frank O'Flynn, a 61-year-old 
lawyer, becomes minister of defence. 

Other key portfolios are: agricul- 
ture, Colin Moyle, 52, who held the 
post in the 1972-75 government; 
energy, Bob Tizard, 59, deputy prime 
minister in 1974-75 when he was also 
minister of finance; transport, Richard 
Prebble, 36, a boisterous lawyer; edu- 
cation, Russell Marshall, 47, of the 
party's leftwing; labour, Stan Rodger, 
44, a former president of the Public 
Service Association, and social wel- 
fare, Ann Hercus, 41. 

Meanwhile, Muldoon survived one 
fight for the leadership of the defeated 
National Party on 19 July but plunged 
straight back into more the following 
week. In the first battle he succeeded in 
deflecting attempts to replace him by 
the party caucus (parliamentary party) 
by suggesting the leadership be put toa 
vote early next year and stating that he 
was “unlikely” to be a candidate. 


Muldoon underpinned this by claim- 
ing he would carry the party through 
the rough patch expected to follow the 
14 July national election and set the 
scene for a sustained attack on the in- 
coming Labour government's econo- 
mic management. And he attempted to 
shift blame for the defeat in the na- 
tional election from himself to a “con- 
fused and inadequate" campaign by 
the party organisation. 

The party organisation's top brass, 
which had behind the scenes vigor- 
ously encouraged party members of 
parliament to replace Muldoon, did 
not respond publicly to his attack. 
But president Sue Wood called a 
special meeting of the party's ruling 
dominion council for 27 July, two 
hours before the party's annual confer- 
ence is due to meet in what could turn 
into a stormy affair. 

Wood also lent her backing to a re- 
newed challenge by former labour 
minister Jim Bolger to force the leader- 
ship issue to a vote in a caucus meeting 
on 26 July. — COLIN JAMES 


&rm- 
é X 4 





'à defi 2. , ME v 


lington, and the re-opening — “I hope 
before Christmas" — of the New Zea- — 
land High Commission in India. The ` 
interview continued: 


It is intriguing that two of those three 
priorities are vis-à-vis Africa, and yet — 
New Zealand is geographically in the - 
South Pacific and on the rim of Asia. 

If we dip out in Commonwealth or 
United Nations terms on Africa, on 
that African developing-country bloc, 
we are knackered, quite simply. There 
are other things that we want to 
achieve in international diplomacy 
which we should not be frustrated in 
achieving because we are automati- 
cally excluding ourselves from consid- 
eration and from a sympathetic ear. It 
is regarded as very offensive bv Afri- 
can countries that that presence [the 
South African Consulate-General] is 
here, when we have none anywhere 
near them. 








Which priorities do you want to 
achieve? 

We are going to have to remove pro- 
tectionism, getting agricultural pro- 
tectionism considered, reforming the 
‘General Agreement on Tariffs and 
Trade]. 

We want to see real action taken on 
the independent status of countries in 
the South or Southwest Pacific — am 
particularly the French territories. 
are not going to be selective about 
which independence movements, but - 
we are determined that there should be 
independence . 

Then we have totake up again where 
we left off on 12 December 1975. with m 
the resolution that we co-sponsored 
with Australia and others in the South — 
Pacific nuclear-weapons-free zone. 
We are going to have to deliver on that 
in some form. And then we must see 
that we are protected in the dumping 
of nuclear waste in the Pacific, which 
is not a negotiable position, either 

We will be moving on the com- 
prehensive test-ban treaty. where 
[New Zealand had] taken some initia- 
tive under [Muldoon's] government. 
We need to see that the nuclear arms 
non-proliferation treaty is sustaina- 
ble. At the moment it is very much 
under risk — even from countries of 
the developing world, because they 
feel very cheated about the lack of 
transfer of technology, expertise and 
information, and they feel increasingly 
tempted to go on their own path to it. 
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What scope is there for compromise 
between the Labour Party's opposition 
to visits by nuclear-powered and nu- 
clear-armed warships from the United 
States and the US position that such 
visits are necessary to the working of 
the Australia, New Zealand and Unit- 
ed States (Anzus) defence treaty? 
There is scope for compromise in the 
way in which it was done in 1972-75 
[the period of the last Labour govern- 
ment]. They [US nuclear-armed ships] 
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nited States ever taken the view, 


w Zealand perhaps twice a year for 
t and recreation. Australia [where 
' Labor government has continued 
come visits] is in a different posi- 
ion. It has a series of defence bases. It 
à fairly well-established defence 

istructure which the US is an in- 


E aran on whether you see your- 
; dealing with the reality or with 
















































3uy Sacerdoti in Manila 


e dispersal of some 20,000 dem- 
strators by the military just two 
S before Philippine President Fer- 
nd Marcos state-of-the-nation 
ess on 23 July, left more than the 
iste of teargas in the mouths of 
joliticians, businessmen, students 
Jabourers who had planned to 
outside the Batasang Pambansa, 
national assembly, where Marcos 
le his address at its opening session. 
he immediate condemnation of the 
n by the country's: moderate op- 
ion and more radicalised politioal 
ups gave a distinctly hollow ring to 
flarcos' call at the assembly for his op- 
nents to "join hands and save thena- 













th the fact-finding, board charged 
investigating the 21 August 1983 
sassination of opposition leader Be- 
gno Aquino in seclusion to write its 
ort, the 14 May assembly elections 
ting in the formation of. a credible 
sition. bloc, and the 30 June an- 
juncement of an almost unchanged 
binet, Marcos wanted the assembly s 
ural session to be seen as yet 
her demonstration.of his willing- 


















and politically stable Philip- 
But the image was lost in the 
violence. — | 








ve never taken the view, nor has’ 


its global military strategy would 
strated-by an inability to come to. 





to move towards a more demo- |. 








negotiating Anzus? 


I think the people ics Wintake ted in 


renegotiating are actually rather more 
interested in seeing economic security 
develop from the sovereignty base of 
the individual states within the 
Pacific. The implication from the po- 
ley statement is that Anzus will be- 
come not a security alliance, but a sort 
of Pacific economic strategv. 


Does not belonging to Anzus under- 
mine New Zealand's attempts to 
broaden its relationship in Asia? 

You would assume other countries 
.would regard it às overpowering or 
elitist or arrogant., But in China, in 
1981, I was treated to an official plea to 
us to cement our Anzus relationship. 
Also, some Aseam countries under- 


stand perfectly well. Thailand is quite 
that 


of 


the 


specific about ralue 


association. 





arcos asks the opposition to unite to save the country, 
ülitary smashes a nearby rally of his opponents 


The impact of the country s con- 
tinuing economic crisis, coupled with 
Marcos’ intensified and uncompromis- 
ing stance against dissent, is heighten- 
ing fears of a crackdown on the opposi- 


tion. And with the first ; anniversary of 


What is the reality in the policy plank 
that commits you to reviewing and re- 
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"Close. links with: rete "fo 





and has followed the Asean lead in re- . 


| spect of Vietnam and Cambodia. How — 


much of a lead will you take from 


.Asean in terms of the politics of that 


region? 

‘We have. in opposition, taken sube 
stantially from the Asean grouping on 
that. But I háve real misgivings that 
Pol Pot could, from the verv best of mo- 
tives, be positioned to seize Kam- 
puchea again, and that's something 
that I think is simply not on. 

There are very real differences be- 
tween Australia's and New Zealand's 
perspectives in that area. Australians 
are very much preoccupied by In- 
donesia and instability in that region, 
but it's almost impossible to get a New 
Zealander to think about Indonesia. 


Are vou committed as a party to the 
Closer Economic. Relationship (CER). 
a free-trade treaty with Australia and 
to an outward-looking economy? 








the Rained assassination: approdi. 
— a day which could bring to a head. 
much pent-up emotion among an in- 
creasingly disillusioned people — the 
possibility of Marcos re-imposing 
martial law is becoming a lively topig 
of local debate. 

For many, the feared E 
seems already to have begun. In- 
creased communist activity in the 
countryside, led bv the New People's 
Army, the armed wing. of the Com- 
munist Party of the Philippines (CCP). 
moved the government to send a 3,000- 
man force of army rangers and marines 


into the mountainous Kalinga-Apayao 


region in i northern Luzoni in mid-June. 









better trade Doce have d beers 
when Australia and New Zealand have 
gone internationalist, and particularly 
during 1972-75. CER is something we 
fought for and it is going to pav off for 
New Zealand. When we get an in- 
creased flow of their capital, we are 
going to see real job growth in New 
Zealand. 


Will you be welcoming more Asian im- 
migration? 

What we have said in Hongkong is 
that our entrepreneurial immigration 
poliev is going to continue and that we 
will not necessarily be looking for peo- 
ple with many millions. but people 
who are enterprising, innovative, skil- 
ful. hungry for success. If they come up 
with proposals which are job-creating 
and export-rich, they are certainly on. 


And you will welcome Asian invest- 
ment in New Zealand? 

We have, I believe. certainly for our 
tourist infrastructure, a need for Asian 
investment in New Zealand. o 


For the first time in a decade, World 
War II vintage aircraft were brought in 
to bomb and strafe communist moun- 
tain strongholds. Although the mili- 
tary claims that 51 rebels were killed 
and that much territory was returned 
to government control, recent visitors 
to the region said that no bodies were 
recovered and that the communists re- 
main strong in the region. 


P Manila, military raids and arrest 
orders are being used with increased 
frequency against suspected members 
of the Left, including church leaders. 
The home of Fr José Dizon, secretary- 
general of the Basic Christian Commu- 
nity Organisation, was raided as a sus- 
pected "safe house" for members of the 
National Democratic Front, a coalition 
of leftist groups including the CPP. 

Although there was an outstanding 
warrant for his arrest, Dizon was one 
of a number of demonstration leaders 
who tried to negotiate with the mili- 
tary before the 23 July rally was dis- 
persed. The rally had been approved by 
the authorities, but approval was 
withdrawn just hours before the event 
was to take place on the grounds that 
the communists had infiltrated the 
demonstrators' ranks. 

And despite continued pronounce- 
ments that the military's policy of 
"maximum restraint" in dealing with 
demonstrators and strikers will con- 
tinue, a 9 July shooting spree against 
Artex Development Co. strikers — 
which left eight wounded — and the 
liberal use of teargas against peaceful 
anti-Marcos demonstrators on 6 July 
and on the day of the assembly open- 
ing, indicate that the president's pa- 
tience is running out. 
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Mrs Gandhi removes P. C. Sethi as home minister in the wake 
of the recent move against Sikh militants in Punjab 


By Mohan Ram in New Delhi 

| ndian Prime Minister Indira Gandhi 
is known for her highly personalised 

political stvle, and her frequent 

cabinet reshuffles reflect more her per- 

sonal predilections than her policy 

priorities or objectives. 

In the latest reshuffle on 19 July, the 
eve af a new session of parliament, 
three changes were made. P. C. Sethi 
was replaced as home minister by P. V. 
Narasimha Rao, from whom Mrs Gan- 
dhi took over the external affairs 
portfolio. Sethi became planning 
minister, relieving S. B. Chavan, who 
remains in the cabinet but without 
portfolio. 

There does not seem to be a clear 
reason why these changes are only tak- 
ing place now. Sethi, The Statesman 
newspaper commented, had proved 
long ago “to be not merely incompe- 
tent, but dangerously incoherent.” His 
muddled handling of the Punjab prob- 
lem obliged Mrs Gandhi to take all the 
major decisions, and it was she who or- 
dered the army to launch an operation 
against Sikh extremist terrorists early 
in June. So Sethi ought to have been re- 
placed long ago. 

As the new home minister, Rao in- 
herits a complex law-and-order situa- 
tion and has the unpleasant task of de- 
fending the government against a con- 
certed opposition onslaught in parlia- 
ment over the Punjab situation and the 
recent dismissal of the Farooq Abdul- 
lah government in Jammu and 
Kashmir state. As chief minister of 
Andhra Pradesh in the early 1970s, 
Rao was a disaster. When he failed to 
handle sub-regional agitation there, 
Mrs Gandhi dismissed him and 
brought the state under direct New 
Delhi rule. Rao was out of office until 
she took him in as external affairs 
minister in 1980. 

Although known for his quiet effi- 
ciencv, Rao had little to do with 
foreign-policy decisions, which were 
taken informally by officials and non- 
officials with direct access to the all- 
powerful prime minister. Preoc- 
cupied as she is with the national elec- 
tions due in six months, Mrs Gandhi is 
unlikely to have much time for major 
foreign-policy initiatives, though no- 
tionally Chavan is to assist her along 
with a junior minister for external af- 
fairs. 

Chavan, a competent minister, has 
been replaced while the seventh five- 
vear plan, to begin in April 1985, is 
being formulated. Sethi, who has not 
distinguished himself in anything, is 
known for his political clout. Even if à 
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Mrs Gandhi: tightened grip. 


New Delhi to keep him out of mischief — 


in his home state Madhva Pradesh, 
planning is too crucial a portend to be 
left to him at this juncture. 3 
These changes are not likely to im- — 
prove Mrs Gandhi s team image as she 
leads her party into the election cam- 


paign. So there is speculation that she - 


might effect a major reshuffle after : 
parliament adjourns in August. B- 
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* Automatic Teller Machines (ATMs) 
* Financial Terminal Systems 

* Data Entry Systems 

* Personal and Business Computers 

* Mini Computers 

* Fault-Tolerant Computers 

* Video Terminals 

* Data Networks 

e Office Automation Systems 

© EFT Systems uf 

e POS Systems 





- Olivetti, who brought you the first word in electronic typewriters, 
presents the last word in computer systems. 

--. Technologically highly advanced and totally comprehensive, 
Olivetti systems can be employed in totally on-line solutions, mixed 
on-line solutions with partially distributed processing, off-line 
solutions with autonomous processing, and completely 

distributed files. 

.. Functionally, Olivetti systems can be used to perform anything 
from simple input validation to networking; local processing to data 
base management. 

_ Whether it is banks who need to integrate counter operations 

with back office, industry looking for complete automation, public 
ad inistration working towards cost-cutting new systems, or any 
other similar operation, Olivetti has the answer. 

.. Olivetti can put together a system for you now, which will be 
tailored specifically to your needs, to increase your productivity. 
-A system which is comprehensive, flexible, reliable and — to im 
maximise your investment — adaptable to future needs. O B Put Eti 

— Please call your nearest Olivetti centre for more information. 

We will be glad to be of service to you. Classic design with perfect performance. 
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ing that the United States is the 
world's most powerful democracy 
and that the US presidency, even 
post-Watergate, is one of the world's 
most powerful positions, and consid- 
ering the country’s sources in terms 
of intelligence and personality, it is 
amazing that the political system 
presents every four years the Ameri- 


can electorate with such an un- 
impressive choice. 
The hist of candidates in the US 


presidential campaigns since World 
War Il (Truman vs Dewey in '48, 
stevenson vs Eisenhower in '52 and 
'96, Kennedy vs Nixon in '60, Johnson 
vs Goldwater in '64, Humphrey vs 
Nixon in '68, McGovern vs Nixon in 
12, Carter vs Ford in "76, Carter vs 
Reagan in 80 and Mondale vs Reagan 
in '84) is not remarkable for the 
number of global giants it contained 
and there are relatively few. who 


could even be described as world 
statesmen. History has taken much of . 
the sparkle off the Kennedy charisma, 
and while two candidates — LBJ and i 
- had the makings of great- 
ness, both were fatally flawed. The. 
Adlai 


Nixon. 


wisest and wittiest of the lot — 
Stevenson — was never elected. 
The two presidents who aré today 


oars 


looked back upon with a mix ure. of 


affection and respect — Truma 
Eisenhower ~ 


monsense and their modesty. 





è | HAVE said it before, and will | « 
doubtless say it again: that, consider- 
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- are both admired for T (is i 
the essential ordinariness of. their | sta 
characters, their down-to-earth com- | m 
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D of. all traditions) values — on 


which to build a platform which 

could appeal te Mrand Mrs America. 
The choice of Geraldine Ferraro as 

running-mate for the colourless Fritz 


Mondale was obviously an attempt to 
broaden and brighten his appeal. De- 
spite the media hype which greeted 
her nomination, itis painfully obvi- 
ous that she was named not. because 
she was the best candidate for the job 
but because she-is the favourite of 
House Speaker Tip O'Neill and of a 
badly divided party machine, be- 
cause she is of Italian descent and be- 
cause she is. a woman. Certainly if 
I were an American woman, I would 
be affronted by such cynical token- 
ism. 

@ ONE special-interest group against 
which I have harboured' a deep 
personal resentment for many years 


. has been the ghastly band of joggers. 


I live on a road in Hongkong 


-much favoured by these crazed ec- 

 centries and have long considered fil- 
ing a suit against them collectively or 
individually for polluting the neigh- - 


bourhood's environment with their 
stentorian breathing, their agonised 
faces, their Spindly ses and ham-like 








choice in 84 is again hardly worthy of |-ap p 


a great democracy. 
thinks of Reagan's 
formance. 

€ ONE of the main factors promoting 
colourlessness seems to this distant 


observer to be the assumption thata 


successful candidate must be all 
things to all men -— and women -— ac- 
tively wooing minority groups and 
special-issue voters. Candidates are 
quizzed about their stands on a mul- 
titude of such issues, and are careful 
to take positions designed either to 
woo or at least to cause the minimum 
of offence to blacks and Jews, to Poles 
and Slavs, to Irish and Hispanics, 
being enthusiastic or anodyne (but 
rarely forthright) on gay rights and 
lesbianism, divorce and abortion. Is- 
rael and Palestine. 

The power wielded by the votes, the 
lobbies and the campaign ton- 
tributions of special-interest groups 
cheapens the electoral process as well 
as preventing sensible, self-in- 
terested foreign policies (the Jewish 
lobby has denied Washington a sensi- 
ble Middle East policy for the past 30 
vears) And purely Ine 
ade.a major € : 
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oggets infect most: every where 


one travels today. From Hawaii to 


| Peking they a are to be seen gasping 
around hotel grounds ànd historical 


monuments. Manufacturers of sports 
goods and overpriced. running shoes 
have grown rich at their expense, and 
a whole literature — books, maga- 
zines and feature articles has 
grown up around their daily rituals. 
Because thev fondly. — and falsely — 
believe they are engaged in a discip- 
lined and exacting programme of 
self-betterment, the joggers assume a 
holier-than-thou air of superiority 
matched only by those who are on a 
diet or who have just given up smok- 
ing. 

Thev seem, as they inflict various 
injuries upon their persons — blis- 
tered feet. cracked ankles, strained 


tem 


tendons, torn hamstrings, inflamed ` 


crotehes, impacted vertebrae, rup- 
tured innards, strained hearts and 
chafed nipples — to regard them- 
see pie dg direct descendants of 


“i rare temptat 





ns to give ap” 
smoking or drinking, I alway 
rather sorry for these creatur 
| ferings. Most seem to be fre: 
wealthy nations, and it was a sad 
mentary on the civilisations of. 
West that such sacrifices in the tå 
of good health were the price of ox 
eating and under-exercise. 

It was, therefore, with mixed fee 
ings and à sense of nature's swe 
ironies that Tlearned-of the | 
week of the Father: Jogger of. T 
Al. Jim Fixx, "former. journal 
former smoker and author of t 
best- seller, ui Warr Book o 














































ern ennont. He iu P 
columnist, Richard U 
smoked occasional 
rarely. if ever, refused à d 
who in his fatter years FOR 














wale FoU the Botanic i4 
finally went to meet his Maker 
| this year. He was in his late 70s. 
| died a happy man. 
€* THE best efforts of South Kot 
feminists have made few inroac 
the general view of women ‘er 

that very Confucian cot a 

Schwarzacher photographed 
vertisement in à Kyungju hot 
ladies' boutique, which make 
abundantly clear what sort of “re 
Korean lady is expected to play: 


































































€ A COUPLE of readers spotted this. 
job advertisement in the South China: 
Morning Post of Hongkong. both 
making the same comment ~~ pres. 
sumably, jumbo females are wanted: 
for jumbo aircraft: 
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j As the talks on Hongkong's future continue, the Japanese see 
- investment in the territory as a stepping stone into Chma 


E - By Mike Tharp in Tokyo 
- Bn 1967, when leftist demonstrators 
were rampaging through the streets 
—— of Hongkong, the then Japanese con- 
sul-general, Akira Okada, took the op- 
_ portunity to buy a new residence from 
-—— aformer manager of the Hongkong and 
— Shanghai Bank. As Okada recalled re- 
cently, he got a good price because "the 
— British were leaving then." Located on 
` the prestigious Victoria Peak, the 
house is still the Japanese consul-gen- 
eral's residence. 
| Around the same time, Atsuyuki 
—  Sassa,then defence attaché at the con- 
b. sulate, impressed many local au- 
thorities by bringing his wife (then ex- 
— pecting another baby) and his family 
- back to Hongkong. While rioters were 
li iooting city-centre shops, the Sassas 
were photographed returning to the 
— City from a holiday in Japan. The Ja- 
— "panese official's gesture helped restore 
— confidence among other foreigners in 
the ability of Hongkong police to 
— maintain law and order. 
— — Last autumn, when the Sino-British 
< talks on the future of Hongkong were 
— obviously encountering difficulties, 
‘two Japanese diplomats underlined 
— the importance Tokyo attached to the 
- issue. Acting Consul-General Morihisa 
_ Aoki and then consul-general Hiraoki 
_ Fujii publicly referred to Japan's eco- 
- nomic stake in Hongkong and the 
PF dynamic part it played in the moderni- 









. region. It is reliably reported that, at 
the recent London economic summit, 

Prime Minister Yasuhiro Nakasone 
- again stressed Japan's interest and as- 
— sured British Prime Minister Margaret 
— "Thatcher of Japan's good offices 
— should they be required. 

— — Such episodes illustrate a crucial but 
- little-publicised fact about the 1997 
issue: Japan has played an important 
role in Hongkong for decades and that 
role is destined to expand substan- 
- tially in the future. Much of the Japan- 
ese involvement will be in the commer- 
; cial realm, where Japanese interests 
_ already hold a sizable stake. However, 

- the Japanese also will raise their dip- 
_ lomatic profile as the British territory 
- becomes a special administrative re- 
- gion of China. 

"Hongkong's strategic position for 
Japan is of the same magnitude as 
when Japan invaded Hongkong in 
1941," said Iwasuke Sanada of the In- 
stitute for Developing Economies, who 
is head of a special government- 
funded commission to study Japan's 
—. role in Hongkong's future. “This time 
Japan can't support Hongkong 
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militarily but it can support Hongkong 
economically and diplomatically. " 

On a government level, Tokyo and 
Peking in recent months have inten- 
sified their discussions about Hong- 
kong. Nakasone brought up the matter 
of Hongkong's future status when he 
met senior Chinese leaders in March. Ji 
Pengfei, director of Peking's Hong- 


kong and Macau Affairs Office, told 
Japanese Foreign Minister Shintaro 
Abe in May that Peking would ensure à 
high degree of autonomy to Hongkong 
after 1997, allowing Hongkong to re- 
main a free port and world financial 





centre. Japanese press reports said this 
was the first timethat Ji had explained 
his government's policy on Hongkong 
in detail to a third country. 

(Perhaps ironically, the subject of 
greatest mutual interest to both Britain 
and Japan, Hongkong's future, was 
hardly discussed at all during British 
Foreign Secretary Sir Geoffrey Howe's 
April visit to Tokyo. Conceding mid- 
way through Howe's trip that the two 
sides had only briefly mentioned 
Hongkong, British officials travelling 
with him said: "We will give the Ja- 
panese an opportunity to bring it up. 
probably at the meal." The Japanese, 
these officials added, "were very in- 
terested" in the Sino-British negotia- 
tions.) 

For now, the Japanese Government 
is trying to play down its growing in- 
terest and involvement in Hongkong's 
future. Several Foreign Ministry offi- 
cials familiar with Sino-Japanese rela- 
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ment: “In the middle of negotiations 
between Britain and China, which are 
proceeding smoothly, Japan is in the 
position to hope the matter will be set- 
tled to the satisfaction of the parties 
concerned. Thus we cannot conceive of 
any positive role Japan can take in the 
matter.” 

Tokyo is tiptoeing around its partici- 
pation for several reasons. One of the 
most important is related to the Japan- 
ese view that Hongkong will be a major 
factor in China's economic develop- 
ment. "We can't help but reach the 
logical conclusion that Hongkong's 
prosperity has to be maintained for 
promoting China's four modernisa- 
tions plan," said Toyomitsu Tamao, di- 
rector of Nomura Research Institute's 
Tokyo headquarters, who lived in 
Hongkong for five-and-a-half years. 
"On 1 July 1997, the Chinese Govern- 
ment will not be able to touch Japanese 
assets in Hongkong 
without also doing it 
in mainland China.” 

A corollary to 
that logic, which 
explains the For- 
eign Ministry's sen- 
sitivity, is that 
an economically 
stronger China 
would help counter 
Soviet military 
power in North 
Asia. However, For- 
eign Ministry offi- 
cials cannot use 
that rationale to 
seek loans and other 
aid for China since 
thev would be criti- 
cised in parliament 
by the Japan So- 
cialist Party, the 
Japan Communist 
Party and other op- 
position parties. 

In addition, the Japanese do not 
want to emerge as Oriental substitutes 
for the departing British. “Histori- 
cally, it would be very difficult for 
Japan to have some sort of exclusive 
agreement with China [on a role in 
Hongkong], " said one Japanese banker 
whose bank has had a branch in the 
territory since 1964. "We would be 
misunderstood or envied by the whole 
world, especially by other Asian coun- 
tries." 


J apan's current commercial presence 
in Hongkong is already enviable. 
Some 27% of all foreign manufactur- 
ing investment in Hongkong in 1983 
was Japanese, second to the United 
States with 46%. A total of 2,002 Ja- 
panese investments, including the ser- 
vice sector, were valued at US$1.8 bil- 
lion in 1983. Hongkong ranks only be- 
hind New York for Japanese banking 
presence, with 13 branches, 26 local 





subsidiaries and seven representative 
offices. Those 13 branches and 30 
licensed . deposit-taking companies 
(DTCs) held 10% and 8% market 
shares, respectively, in Hongkong. Ja- 
panese financial institutions — includ- 
ing securities leasing firms — took 
20% of all loans and 18% of all depo- 
sits in Hongkong. Nearly all syndi- 
cated loans for Asian countries, poten- 
tially big borrowers from Japanese 
banks, are formed in Hongkong. 

Branches of major Japanese securi- 
ties houses have substantially ex- 
panded their facilities — chief among 
which is Nomura International (HK) — 
in the past two years. The company has 
increased its staff by some 35% in that 
period and has recently moved into 
more spacious premises of its own. Its 
1983 after-tax profits was HK$71.1 
million (US$9.1 million) compared 
with 1982's HK$46.6 million. 

Another major stockbroker, 
Yamaichi International (HK), recently 
has tripled the size of its premises and 


Overall, Japanese companies that 
have done business with China are op- 
timistic about Hongkong's future 
under Chinese sovereignty. They base 
their optimism on several factors: 

» China wants to convince Taiwan 
and other governments that its pledge 
can be believed on preserving Taiwan's 
autonomy if it reverts to the mainland. 
“According to the Chinese, Taiwan 
will only have to change flags and can 
maintain its military force,” says 
former vice-minister of foreign affairs 
Shinsaku Hogen, who travelled to Pe- 
king in 1972 with then prime minister 
Kakuei Tanaka to normalise diploma- 
tic relations. “The same thing might 
happen with Hongkong.” Hogen is 
now secretary-general of the Research 
Institute for Japan's National Policy, a 
private think-tank founded in 1933. 

» China will continue to need Hong- 
kong's many services for its economic 
development. Now a large proportion 
of the mainland's foreign earnings is 
funnelled through Hongkong. The ter- 





is bringing in more staff. Nikko Secu- 
rities Co. (Asia) has doubled its space 
but not its personnel while Daiwa 
Securities (HK) appeared to have at- 
tained its target size and is now taking 
a wait-and-see position. Over the 
years, about a dozen Japanese securi- 
ties houses have established branches 
in Hongkong. 

Fifteen Japanese construction com- 
panies dominate that business in 
Hongkong, especially civil engineering 
projects where, for example, 55% of 
the city's underground railway ¢on- 
struction was performed by Japanese 
companies. At the end of March 1982, 
Japanese construction companies had 
received ¥246 billion (US$1.1 billion) 
in orders from Hongkong. Vessels con- 
trolled by Hongkong owners total 


about 10% of global commercial ton-, 


nage, and almost all are built in Japan 
and chartered by Japanese shipping 
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ritory' s population — estimated to 
grow to 6.8 million by 1997 — will form 
a well-trained, educated workforce 
which the mainland can use in its mod- 
ernisation efforts. Further, China will 
require Hongkong as a liaison for trade 
and investment by Overseas Chinese in 
other parts of Asia. 

» Even if the present generation of 
pragmatic leaders under Deng Xiao- 
ping is superseded by more dogmatic 
ideologues, the new rulers will have to 
recognise the need for economic effi- 
ciency. 

» On their own pragmatic level, some 
Japanese entrepreneurs believe that if 
Peking imposes heavy-handed stric- 
tures on Hongkong after 1997, they 
still have 13 years to earn comfortable 
profits. 

"Most Japanese companies are 
rather optimistic on the future of 
Hongkong on the condition that the 
existing system be maintained to 


guarantee their profits," said Kenzo 
Hattori of the Japan-China Associa- 
tion on Economy and Trade. “China 
must maintain that role for Hong- 
kong." 


ypical of the optimists is one of 

Japan's largest construction come 
panies, Kumagai Gumi, which has re- 
ceived * 300 billion in construction or- 
ders since 1960 in Hongkong, while its 
local affiliate has Y92.5 billion in con- 
tracts on hand. Included are the Castle 
Peak power station and a portion of the 
Tai Po road project. Recently, the com- 
pany formed a joint venture with Wang 
Guangying's Ever Bright group in 
order to build an extension to the Pe- 
king underground railway and a high- 
rise building there. 

"We strongly believe the Chinese 
Government's public statements on 
Hongkong," said Motoo Otsuka, man- 
aging director of Kumagai Gumi. *Our 
view of Hongkong's future is that it 
will be a special economic zone. To do 
construction business on the main- 
land, we will utilise the full capability 
of the Hongkong base, both equipment 
and manpower.” 

A June issue of Zaikai (Big Business) 
magazine, suggested that several Ja- 
panese companies are beginning or ex- 
panding their business in Hongkong 
Yaohan Department Store plans à 
10,000-m* supermarket on Hongkong 
Island and a four-storey department 
store in Kowloon. Yaohan will invest 
80% of the HK$30 million, the rest 
being held by Hongkong businessmen 
The company expects *7.5 billion an- 
nual sales. 

Seibu department stores also is look- 
ing at Hongkong operations, reported- 
ly at an 80-store convenience chain. 
Shikishima Seipan, Japan's second- 
largest bread maker, recently sent two 
officials to investigate a new business 
in Hongkong, where it would compete 
directly with Yamazaki Bread, which 
has set up six outlets in Hongkong 
since 1981 

Those developments pinpoint a 
trend predicted by many analysts. Ja- 
panese companies will concentrate on 
consumer-related businesses, taking 
advantage of Hongkong's burgeoning 
middle class; land prices, which have 
dropped 50-60% from their peak two 
years ago, and looking to the chance of 
penetrating the mainland's consumer 
market, once per capita incomes rise 
there to about US$600 a year. Poten- 
tially lucrative areas, said one Japan- 
ese banking analyst, include motorey- 
cles, TVs, videotapes and higher-qual- 
ity textiles goods. The petrochemical 
industry also may emerge as an attrac- 
tive investment if Chinese oil develop- 
ment proceeds steadily 

Japanese financial institutions are 
generally bullish about Hongkong's 
prospects after 1997, but they believe 
some changes will occur. After frenetic 
activity in the local property markets 
in 1977-82, foreign banks are return- 













gproperty loans. Am the 
str Ad AN customers 


date Sidi assets, But they are of 
terest to us," said one banker. 
Japanese see Hongkong's fu- 
as an international finance centre 
some doubt also. despite Peking's 
surances. "Business might be di- 
ted to Singapore or another place," 
s one Japanese banker, “though 
re would still be a limited market in 
ongkong." That market would in- 
ude much more investment advisory 
rvices, such as telling rich and ner- 
s Hongkong Chinese. where to put 
money Outside the territory 
ign-exchange transactions, bond 
iases and securities dealing also 
xpected to increase because, ex- 
s one Japanese banker, “custom- 
ill become more sensitive to in- 
t rates and will want higher re- 
n their money." Nomura Securi- 
longkong DTC, for example, 
t out its local partners’ 49% in- 
in 1981 and projects net profit 
is year at HK$100 million, up 
K$20. million. “We have to 
wealthy people to sell Japanese 
3 and bonds," PARS a Nomura 





































ngkong. Some believe that 
a's special economic zones 







song's role will become less vital 
mainland. Other bases could be- 
as effective for doing business 
China, they believe. The Indus- 

ank of.Japan (IBJ), which has 















ions on Hongkong than other Ja- 
se enterprises. "Some say the fu- 
situation of Hongkong can be the 
sas now, free, but I don't know 
hat China thinks," said Keisaku Mit- 
matsu, director of IBJ's interna- 
onal headquarters. “China has the 
ver to switch the water [to Hong- 
g] on and. off. If they cut it off, 
ngkong stops two days later." 
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to perform according to plan, 
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ident about official Chinese de- | 


Whatever. happens to Hongkong, 
apan seems increasingly prepared 
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it^ s [ror the first time a a Korean. head of state is to visit Japan 
with all eyes on how "Emperor Hirohito wil welcome him 


By Shim Jae Hoon in ‘Seoul 


he announcement that South 

Korean President Chun Doo Hwan 
will make the first visit ever to Japan 
by a modern Korean head of state 
promises another major step towards 
overcoming the bitter legacy of war 
and colonisation which has long 
plagued relations between the two 
countries. 

Officials of both countries say the 
trip.is aimed at developing a new 
cooperative framework which, they 
hope, will last through the third de- 
cade of their often stormy rapproche- 
ment, which started 20 years ago with 
the delayed normalisation of relations 
followi ing World War II. Japan does not 
recognise North Korea, with which the 
South istechnically still at war. 

. Japanese Foreign Minister Shintaro 
Abe's three days of talks in Seoul with 
his South Korean counterpart Lee 
Won Kyung in the first week of July 
were mainly taken up with the task of 
putting the past behind them and put- 


| ting the relationship on a more stable 


footing. Japanese Prime Minister 
Yasuhiro Nakasone' s unexpected state 


visit to Seoul in January 1983 hadre- 


moved. one: impediment to improved 


relations. when he agreed to grant 
US$4 billion in long-term aid to. ugs 


South Korea’ s industrialisation. 
Since then, close bilateral consulta- 


By Rodney Tasker in Jakarta 
N: ot long before leaving Canberra to 


join other dialogue partners in an- 
nual talks with Asean foreign minis- 
ters following the foreign ministers’ 
meeting in Jakarta on 9-10 Julv, Aus- 


tralian Foreign Minister Bill Hayden 


said he was as apprehensive as an "oc- 
togenarian bridegroom." He was refer- 
fring to Australia's currently strained 
relations with Indonesia, mainly over 
the East Timor issue (REVIEW, 26 July). 
As it turned out, he was right to be ap- 
prehensive, but for quite a different 


reason. 


When Hayden sat down for his 


| closed meeting with the six Asean 


foreign ministers, in the same way as 


; the foreign ministers from the United 
ro "States, 
- j| European Eco conomic Community ano 


Canada, New Zealand, the 


tion has reached new heights, espe- 


cially in 1983 during Seoul's crises in- 


volving the Soviet downing of a Ko-- 


rean Air Lines (KAL) 747 passenger 


aircraft in September and the terrorist 
"bomb attack a month later against . 


Chun'sparty who were visiting Burma. 
During the KAL crisis in particular, 
Japan not.only provided Seoul with 
crucial intelligence information shed- 
ding light on the Soviet air attack, it 
vigorously led the global diplomatic 
campaign censuring the Soviet action. 


Underscoring this dramatic im- 


provement in the atmosphere, Abe's 


talks with Lee shifted from time-worn 





issues such as their chronic trade ime- 


balance and legal status of Korean 


residents in Japan to focus on larger 


regional interests such as Nakasone's 
trip this year to China and its ramifica- 
tions for the Korean peninsula. Abe re- 
stated Japan's fundamental position of 
supporting a direct dialogue between 
Seoul and Pyongyang rather than the 
three-party talks proposed by North 


Korean President Kim Il Sung. "Tokyo. 
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jected to Japan' s willingness to start. 


i Australian Foreign Minister Bill Hayden’ S próposal'o on 
Asean-Vietnam talks is rejected by his Indonesian counter 


forward a:totally unacceptable Aus- 
tralian 
problem surprisingly, without 
ee out individual Asean minis- 
ters beforehand — but he intimated 
that it might have been Vietnam's idea 
in the first place. 

Hayden suggested to the Six that 
they might hold a meeting with Viet- 
nam and Laos in Canberra. Basically, 
this was the regional meeting which 


Vietnam has been proposing to Asean 
for more than two vears, dropping 


Cambodia from the Indochinese side 
because the Heng Samrin regime in 
Phnom Penh is not recognised by 
Asean. Itis also a proposal which 
Asean has consistently ignored, be- 
cause it would. E the e of 


initiative. on. the Cambodia : 
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private-level contacts with Pyongyang 
which Japan feels it needs to renew a 
fishery agreement between à Japanese 
fishing organisation and its counter- 
part in North Korea. Seoul is also un- 
happy about negotiations through the 
Red Cross for the release of two Japan- 
ese sailors now held by North Korean 
authorities on charges of espionage. 
Apart from these "real needs" for con- 
tact, Abe is said to be anxious to play a 
substantial role to help stabilise the 
whole Korean situa- 
tion by drawing the 
North into a broader 
framework of accom- 
modation with the 
West. This is in re- 
sponse to  Pyong- 
vang's recent signals 
that it is ready to 
come to terms with 
Japan in order to de- 
velop a mechanism 
for broader and long- 
term exchanges be- 
tween the two sides. 
Referring to these is- 
sues, a Japanese 
source remarked: “It 
is simply a fact of life 
... Whether we like it or not, Japan has 
to deal with the North.” 


M ore immediately, however, Chun's 
state visit itself will pose a major 
diplomatic challenge. All evesin Korea 
as well as in Japan are now on Emperor 
Hirohito's welcoming banquet speech 
in which he is expected to refer to 
Japan's colonial occupation of Korea 
from 1910 to 1945. The most delicate 
question is how he will refer to the 
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clear that it would be prepared to dis- 
cuss just the one issue with which 
Asean is concerned: withdrawal of its 
troops from Cambodia. 

Hayden was given short shrift by In- 
donesian Foreign Minister Mochtar 
Kusumaatmadja, as chairman of the 
Asean standing committee. Worse, ac- 
cording to one senior Asean official, 
the ministers felt afterwards that 
Hayden had lost most of whatever 
Asean credibility he had in trving to 
act as something of an intermediary 
between Asean and Vietnam. 


ccording to reliable Asean sources, 

Hayden began by telling the minis- 
ters that he was frustrated bv the lack 
of movement between Asean and Viet- 
nam on the Cambodia issue, which was 
pushing Hanoi into a greater reliance 
on Moscow as its main supporter. “I 
wonder if it is worth one more trv." he 
was quoted as saying. 

Then he suggested the Six could 
meet the two Indochinese countries in 
Canberra in a "probing" meeting to 
discuss procedure — a means not an 
end — a meeting without precondi- 
tions. It could serve to test Vietnam's 
sincerity about discussing a troop 
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harsh colonial actions which are still 
an emotional issue for many Koreans: 
the dethroning of their emperor by 
Hirohito's father and the abolition of 
the Yi dynasty which had ruled the 
country for almost 500 years; prohibit- 
ing the useof the Korean language, and 
the changing of people's names from 
Korean to Japanese ones. 

To the peoples of both countries, the 
speech will be heavily laden with his- 
torical meanings. Privately, South Ko- 
rean officials hope 
Hirohito will offer a 
straightforward apo- 
logv saving. in effect: 
"Japan asks forgive- 
ness." But with manv 
Japanese still so close 
to past events, that 
may not be possible. 
"If the emperor is too 
abject in his remarks, 
our own public opin- 
ion will be aroused. If 
he appears too mild, 
the Koreans will not 
be satisfied," said 
a ranking Japanese 
source. The solution. 
therefore, is likelv to 
be a compromise in which all parties 
concerned save face. Hirohito is most 
likely only to "indirectly apologise" bv 
saying, in effect, “Japan has much to 
reflect upon.” 

In fact, the whole course of future re- 
lations could be affected by what the 
emperor says, and Chun himself could 
run into some serious trouble at home, 
depending on how deftly this critical 
ritual is handled. But officials of the 
two countries are convinced that this 


withdrawal. Viet- 
namese Foreign 
Minister Nguyen Co 
Thach had “men- 
tioned Australia as a 
possible venue for 
such a conference," 
the sources quoted 
him as saying. 
Hayden also refer- 
red to the general dis- 
gust felt for Pol Pot, 
leader of the Khmer 
Rouge faction of the 
anti-Vietnam Demo- 
cratic Kampuchea 
coalition, which 
Asean fully supports 
— a faction whose 
existence Vietnam claims as a major 
reason it cannot withdraw from Cam- 
bodia. The Khmer Rouge under Pol Pot 
is held responsible for killing millions 
of Cambodians when it ruled the coun- 
try from 1975 until 1978, when the 
Vietnamese invaded Cambodia. 
According to sources, Mochtar did 
not mince his words in dismissing 
Hayden's proposal. Mochtar said that 
though Asean had nothing against 
Australia trying to play a part in solv- 





final emotional barrier standing in the 
way of a more wholesome neighbour- 
liness should be removed. “Our rela- 
tions are unique,” said a Japanese offi- 
cial. “It is unnatural for such close 
neighbours not to exchange visits.” 
Since this hurdle needs to be jumped, 
Seoul and Tokyo want to do it while 
Hirohito is still on the throne. At 83, he 
has been a witness to many of the two 
countries’ historical dramas 

The Tokyo police will mount a mas- 
sive security operation during Chun's 
three-day visit, which will start in the 
second week of September; this will 
mobilise more than 23,000 uniformed 
police and plain-clothesmen. In the 
back of everyone's mind is last Oc- 
tober's Rangoon bombing, in which a 
North Korean commando team killed 
17 South Koreans, including four 
cabinet ministers, in an unsuccessful 
attempt to assassinate Chun. In addi- 
tion to Japan’s own extremists, who 
have been known to resort to political 
terrorism, Tokyo harbours hundreds of 
thousands of Korean leftists who are 
loyal to Pyongyang. The opposition 
Socialist Party and leftist Sohyo trade 
unions have also demanded that the 
visit should not take place until North 
and South Korea are reunified 

Chun himself is determined to 
achieve the breakthrough, convinced 
that it is worth any risks involved. The 
Japanese police, diplomatic sources 
say, have warned Japanese-based Ko- 
rean leftist organisations not to create 
any trouble. In the light of the post- 
Rangoon backlash, Japanese sources 
believe the North will not dare to at- 
tempt another spectacular attack on 
foreign soil. oO 


ing the problem, 
Canberra should not 
allow Vietnam to 
play one country off 
against another — in 
this case exploiting 
perceived cracks in 
Asean. And he added 
a barb: the sources 
quoted him as saying 
that as a matter of 
principle “we are 
very disturbed by 
Australia's hesita- 
tion to describe 
Vietnam's action in 
Cambodia as aggres- 
sion." 

Mochtar reported- 
Iv told Hayden that the "six-plus-two" 
formula was nothing new, and that 
Asean had agreed on a "one-on-one" 
approach. A meeting along Hayden's 
— and Vietnam's — lines would imply 
recognition of the Indochina group. He 
also pointed out that by constantly 
harping on the "Pol Pot clique," Viet- 
nam wanted to appear as the cham- 
pions of the Khmer people. But, he 
said, it should not be forgotten that for 
most of the time the Pol Pot regime was 
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in power in Phnom Penh, Vietnam 
publicly supported it. “I think you 
should know the things of principle 
that we feel strongly about,” Mochtar 
is reported to have told Hayden in con- 
clusion. 

Hayden then replied that he was 
sorry his suggestion had failed. Ac- 
cording to the sources, he added that 
Australia may be viewed by Asean as 
an outsider, but it was only a little 
more remote from Indochina than In- 
donesia. “We are not outsiders.” he 
was quoted as saying, at which stage 
Mochtar announced that it was time to 
end the meeting. Later, at a joint press 
conference Mochtar, when asked 
about the failure of the Australian ini- 
tiative. explained: “I may have been 
rather short on this.” But he warned 
that care should be taken to avoid Viet- 
namese attempts to misuse the good- 
will of countries like Australia. He was 
also clearly upset that Hayden had 
given no forewarning that he was 
going to raise the proposal. 

Hayden received a critical press in 
Australia for his bungled initiative, 
which marred an otherwise encourag- 
ing trip for him in terms of bilateral re- 
lations with Indonesia. He had left 
Australia almost immediately after his 
ruling Labor Party conference had 
passed a watered-down resolution on 
East Timor which the Indonesians, in- 
cluding Mochtar, felt they could ac- 
cept. 


ndonesian officials appreciated the 

fact that Hayden and Prime Minister 
Bob Hawke had battled against the 
partv's leftwing to tone down their 
more threatening motion on In- 
donesia's absorption of East Timor in 
1976 and alleged human-rights abuses 
there since then. Hayden's view that 
maintaining good relations with In- 
donesia was the abiding concern ap- 
peared to have prevailed in the final 
Labor Partv resolution, even though 
the first three paragraphs expressed 
"continuing concern” about the situa- 
tion in East Timor, "grave reports of 
renewed fighting" there and a call for 
an independent, international mission 
to visit the province — a proposal 
Jakarta has rejected. 

However, when Havden saw armed 


forces chief Gen. Benny Murdani in 


Jakarta, according to sources, he was 
told about unhappiness over a com- 
ment he had made earlier on Austra- 
lian TV about Indonesia's officially en- 
couraged "death squads." Hayden had 
remarked that the squads, reliably be- 
lieved to comprise tough paramilitarv 
men, had murdered at least 2,000 and 
possibly as many as 4.000 suspected 
criminals over the past 18 months. The 
figures were substantiallv higher than 
previous estimates. Talking to report- 
ers after meeting Hayden, Murdani ap- 
peared irritated when questioned 
about the killings and denied know- 
ledge of any such squads in Indone- 
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The country’s major opposition grouping gears up for its 
first national congress — under watchful official eyes 


By Susumu Awanohara in Jakarta 
fter active intervention by cabinet 
ministers, the warring factions 

within the Muslim political coalition, 

the United Development Party (PPP), 
have decided to hold their first muk- 
tamar (national congress) since the es- 
tablishment of the party in 1973. At the 
conference, which will take place in 

August, the PPP will formally adopt 

the state ideology Pancasila as its sole 

ideological foundation, dropping 

Islam. 

President Suharto has been pressing 
for the consolidation of Pancasila — a 
five-pronged doctrine which stresses 
belief in God, humanitarianism, na- 
tional unity, consensus democracy and 
social justice and which lays particular 
stress on religious tolerance — with the 
apparent conviction that its accept- 
ance as the sole principle of all politi- 
cal and social groups will put an end to 
friction based on ideological differ- 
ences. 

The government hopes that the 
PPP's endorsement of Suharto's policy 
will facilitate sensitive parliamentary 
deliberations over Pancasila sche- 
duled for later this year (REVIEW, 21 
June) and serve as an example for Mus- 
lim social organisations, which also 
are expected to base their activities on 
Pancasila. 

In a surprise development, the lead- 
ers of the PPP's two main contending 
factions, party general chairman John 
Naro and president Idham Chalid, 
emerged from a three-way meeting 
with Home Affairs Minister Suparjo 


Rustam to announce that they had re- 
solved their differences and agreed to 
hold the conference in Jakarta on 20- 
23 August. 

The conference is timely. Formed in 
1973 with a great deal of help from the 
government, which wanted to 
"simplify" the political system, the 
PPP brought together four pre-exist- 
ing Muslim parties. And rivalries be- 
tween its component elements have 
been such that it has never been able to 
hold a national congress — despite the 
fact that it has had to contest two gen- 
eral elections, in 1977 and 1982. 

A major problem has been that the 
PPP's four component parties — 
Nahdatul Ulama (NU), Muslimin In- 
donesia (MI), Syarikat Islam (SI) and 
Perti — never achieved what is de- 
scribed as "complete fusion" to be- 
come a new entity. NU is àn associa- 
tion of traditionalist Islamic scholars 
based largely in Java, while Perti, a 
similar organisation, is Sumatra- 
based. SI was started mainly by 
Javanese urban Muslims, notably 
businessmen, and MI has replaced 
the banned Masvumi movement, led 
by modernist scholars and intellec- 
tuals. 

The PPP has been more a loose feder- 
ation than a fusion of the four old par- 
ties. Factional strife, along old party 
lines and otherwise, has immobilised 
the party. The complicated party 
structure — with 
manv leadership 
positions having 
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to ies gover neni president halid, 
who is at the same time the disputed 
general chairman of NU, and central 
advisory council chairman Kiai Mas- 
jkur, leader of the anti-Chalid faction 
in the NU. (also. known as the Situbondo 
group, after an important conference 
held by this group in December). . 

Naro has been calling for a national 
congress for some time, ostensibly to 
achieve complete fusion and adopt 
Pancasila as the party's single princi- 
ple. Chalid's group has been opposing 
Naro’s every move, but Pancasila 
being near sacrosanct, the group has 
< opposed Naro's call on the ground that 
hé has broken party rules and lost its 
confidence. 


"he Naro-Chalid conflict atesi 

as Naro's group prepared for a con- 
gress in August, typically without con- 
sulting the other groups. Again typi- 
cally, Chalid's group retorted by say- 
ing that Naro's congress was not a 
and that the real muktamar was bein 
planned for December. Chalid's g 











gathering. 











gence ‘officials, to serve as go-be- f 


tweens. Some PPP members are em- | 














ssed by this fact, but increasing) : 


4s not an opposition group bu 
imply a party with alternative p pro- 
grammes to those offered by the gov- 


ernment-backed political | grouping, 7 


Golkar. Aside from Suparjo, Religious 
Affairs Minister Munawir Sjadzali, 
State Secretary Sudharmono and: 
Cabinet Secretary Murdiono are said 
to have been instrumental in bringing 
about the reconciliation of PPP fac- 
tions, 

There is no question that the PPP 
congress will endorse the Pancasila- 
as-a-single-principle policy as applied 
to political organisations, including it- 
self. Naro has been “200% for the po- 
licy,” as one observer puts it, and 
Chalid’s group has no problem with it. 
Even the Situbondog group, which com- 
mands the support of a devout 
traditionalist community of believers, 
has accepted the policy, not only for 
the PPP but more significantly for NU 
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Ashas become the rule, the contend- | pm eum 
ing PPP groups relied heavily oncon- | fo. 
cerned cabinet ministers and, to a if- 
lesser extent, top security and intelli 4. 


official interpretation is that the - 


lv à 
change. All the same, the. Darty 
strongly resisted in the past when the 
government has attempted to take 


away the Ka’abah symbol. Party mem- 


bers are withholding comment on this 
issue at the moment. 
The PPP congress also will deal with 


| internal party issues. The leadership 


structure will be simplified, following 
the Golkar model, so that there will be 
a central executive board and a central 
advisory board with well-defined and 
mutually exclusive roles. The party's 
regional and branch offices will be 
reorganised along similar lines. To 
achieve complete fusion finally, a sys- 
tem of individual membership will be 
instituted, involving registration of all 
party members regardless of their 
other affiliations. Until now, members 
of the four component. parties au- 
tomatically became members of the 
PPP, with the former commanding 
greater loyalty than the latter. | 

The congress may see some person- 
vel changes al At the moment, the 
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BANQUE NATIONALE DE PARIS has upgraded its Bem 
sentative Office in TAIPEI to the status of a full branch. 


Thanks to its presence in TAIWAN, one of the most 
. promising newly industrialized countries, BNP has thus 
-strengthened its already extensive network in the Asia Pacific” 


Area. 





TAIPEI BRANCH 





General. Manager: Mr Jacques SAVARY 
a Road, 7th Floor 


214 Tun t 
Financial | 


| arene 







E dE 
— 


EE T trennt tin deli NL mter Reha hr riesen Apte EUH PS rre repa Free PR M in md a NR rm EA 


{ʻa sirrersrrryerers: 
SPAKE OS HD Roe 
ERA 


F R THHEERAE EME 
: VRREREAMCAERUSRRRE 





BNP’ s s Branch in TAIPEI is managed by Mr Jacques SAVE RY. 
BANQUE NATIONALE DE PARIS 


-the party to seek a legitimate plz 






candidate. Tor the g generz che 
position. Even if old faces 1 I 
the top positions, it is certain 
will be considerable "regeneras 
generation) at lower levels, and i 
jockeying for position has a 
begun. 

There is naturally a great de 
scepticism about thec ongress, 
seen by critics as an exercise by a 
position party, which is really go 
ment-controlled, to help legitir 

controversial government polie 
others contend that the govern 
seriously wants to see a substant 
lamic party with moderate 
rather than a weak party w 
be taken over by militants. 
cause the government no 
that de-politicising Islam t 
can be dangerous: if a respec 
tical channel for expressing] 
pirations is eliminated, Islam 
sert itself “sociologically,” in ti 
of religious radicalism, the 
goes. . 

Thé PPP's acceptance of Pang 
as its sole ideology will guaran 
the party will remain moderat 
(according to this theory) will 





























































Islam in Indonesian politics. 
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Return to Moscow 


Vietnam's defence minister goes back to the Soviet Union 
but gets a rebuff from East Germany 


By Paul Quinn-Judge in Bangkok 


ietnam appears to be seeking more 

Soviet military aid to cope with 
Chinese pressure on its northern bor- 
der. Late last month Vietnamese De- 
fence Minister Van Tien Dung made 
his second visit to Moscow in less than 
six weeks. Both visits were apparently 
made at short notice, and on both occa- 
sions Dung met his Soviet counterpart, 
Dmitriy Ustinov. The two meetings are 
thought to have concentrated on 
Chinese military pressure on Vietnam 
in general, and on an increase of Soviet 
aid in particular. 

A brief article in the Vietnamese 
party newspaper Nhan Dan on 28 June 
noted that two days earlier Dung had 
discussed “matters of mutual interest” 
in Moscow with Ustinov. Contrary to 
normal practice, Dung's intention to 
leave for Moscow, his actual departure 
and his return seem to have passed un- 
recorded by Nhan Dan. Ustinov, like 
Dung an influential member of his 
party's politburo, was accompanied by 
two other senior Soviet officers, both 
members of the communist party cen- 
tral committee: Nikolai Ogarkov, chief 
of general staff and deputy defence 
minister, and another deputy defence 
minister, S. L. Sokolov. 

On 16 May Dung had met an even 
more imposing array of Soviet officers: 
in addition to Ustinov, Ogarkov and 
several others, the meeting had in- 
cluded Adm. Sergey Gorshkov, com- 
mander of the Soviet navy and the de- 
puty chairman of the state committee 
for foreign economic relations 

Once again the official report said 
simply that matters of mutual interest 
had been discussed. Dung's visit to 
Moscow was described as a stopover at 
the beginning of his tour of several 
East European countries — a tour 
which also seems to have been in 
search of aid against the Chinese 
threat. Dung's stay in the Soviet 
Union, however, may have been quite 
lengthy: Nhan Dan next picked up his 
trail in Czechoslovakia more than a 
week later. 


Dung's return visit in June looks | 


very much like a follow-up discussion 
on aid, but there is no indication that 
the Soviets have started to send any 
extra military hardware. What does 
seem likely is that Dung's request re- 
ceived a more sympathetic hearing 
from the present Soviet leadership 
than it would have during Yuri An- 
dropov's short period of office. Since 
Konstantin Chernenko came to power 
in February, Vietnam has become the 
main symbol of the accompanying chill 
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in Sino-Soviet relations. In recent 
months the Soviets have used what 
they describe as China's “armed pro- 
vocations” against Vietnam to explain 
the slowdown in detente with Peking. 
The Chinese, meanwhile, accuse the 
Soviets of instigating Vietnam's "rabid 
provocations" on the Sino-Vietnamese 
border. 

Although Chinese officials in the re- 
gion say that any momentum in favour 
of Sino-Soviet rapprochement ground 
to a halt when Chernenko took over, 
the first serious signs of 1 change only 
emerged several months later. Most of 
the signs concerned Indochina. In early 
May, Soviet Deputy Premier Ivan Ar- 
khipov abruptly cancelled his sche- 
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duled trip to Peking. The Soviets later 
told the Vietnamese that the visit had 
been put off because of tension on the 
Sino-Vietnamese border. Then on 11 
June Chernenko openly. criticised 
China for the first time. The attack 
came during a meeting between Cher- 
nenko and his Vietnamese counterpart 
Le Duan and Prime Minister Pham 
Van Dong, both of whom were in Mos- 
cow for the economic summit of the 
Council for Mutual Economic Assist- 
ance (Comecon). 


D the meeting, Nhan Dan re- 
ported, Chernenko "resolutely con- 
demned the hostile acts of the Chinese 
authorities against Vietnam, Laos and 
Cambodia." Later that month, at a 
meeting with Laos’ Premier Kaysone 
Phomvihane, Chernenko repeated the 
condemnation, adding for good mea- 
sure a denunciation of Thailand's 
“armed provocations” against Laos. 


Ustinov; Dung: ‘matters of mutual interest. 


Since then other Soviet officials have 
echoed the attacks, Most recently De- 
puty Foreign Minister Mikhail 
Kapitsa, a leading China specialist, 
reiterated the denunciation during a 
meeting with the chiefs of Indochinese 
diplomatic missions in Moscow, 

The Chinese official media have re- 
plied in kind. Three days after the 
Chernenko-Le Duan meeting, Radio 
Peking's Vietnamese-language service 
commented at length on the Soviet 
military presence in the Vietnamese 
port city of Danang, bemoaning the 
"miserable yoke of foreign domina- 
tion" that was being imposed on the 
Vietnamese. And then, on the eve of a 
visit to Moscow by Chinese Deputy 
Foreign Minister Qian Qichen — os- 
tensibly intended to keep open com- 
munication channels with the Soviets 
— the Chinese journal Liaowang de- 
livered a broadside against the Viet- 
namese-Soviet "strategic alliance." 

"The Soviet Union takes Vietnam as 
a foothold and advance base in its 
southward strategy," Liaowang 
claimed, "whereas Hanoi depends on 
Soviet backing in its unbridled aggres- 
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sion against Kampuchea, frantic anti- 
Chinese activities and ruthless pur- 
suance of regional hegemonism." 
However, Moscow's vigorous support 
of Hanoi, in words at least, has not 
been wholeheartedly followed by other 
East European countries. 

Dung's tour of Eastern Europe in 
May appears to have been only a par- 
tial success. The trip, which took place 
at a time when Sino-Vietnamese ten- 
sion was particularly high, was appa- 
rently intended to gather pledges of 
diplomatic support and military as- 
sistance in the confrontation with 
China. There were, however, two nota- 
ble omissions in Dungss itinerary: 
Romania and East Germany. Romania 
has long had good relations with Pe- 
king, and was probably once again 
loath to become involved in the Viet- 
namese-Chinese dispute. East Ger- 
many, on the other hand, has an aid 
programme in Vietnam second only to 
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KELLOGG RUST AN 
GASIFICATION TE! 


Our technology is our primary resource. Now 
it has been expanded with the acquisition of 
Westinghouse's fluidized bed coal gasification 
technology. It’s the leading technology for con- 
verting coal into a clean, efficient fuel and is 
ready for commercialization today. The former 
Westinghouse fluidized bed coal gasification 
demonstration plant and development facilities 
near Pittsburgh, Pennsylvania, have been re- 
named KRW Energy Systems Inc., and will be un- 
der the management of Kellogg Rust Synfuels. 
Our experience includes the design and con- 
struction of synfuels plants all over the world. For 
example, we designed and built the SASOL | 
plant in South Africa, the world’s first major 






GY TO HELP MAKE IT AVAI 










LABLE, SOONE 


coal-to-synfuels plant. It has been operating suc 

cessfully since 1955. It's only natural that Kellogg - 
Rust, with over 30 years of experience in synfuels | 
development, continues to meet the challenges of — 




















providing the technology to produce clean fuel ^^ 
from coal. rM 
The world can't wait indefinitely to produce 

clean fuel from coal. Kellogg Rust is eminently 

valified to undertake assignments in synfuels 
dive piment and production as well as to. 
execute the most challenging construction 
projects. The Kellogg Rust management invites ~~ 
responsible, forward looking leaders of industry 
and government to work with us in continuing 
synfuels development. 


One of The Signal Companies 
Three Greenway Plaza | 
Houston, Texas 77046 E: 
Telephone (713) 960-2000 
Telex 762556 
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; leans: s 'relations with 
ina have been quietly i improving for 
bout a year. This is partly due to the 
re of trade with Peking: the Soviets 
erive considerable strategic benefits 
urn for their costly involvement 
Jietnam; the East Germans, not 
ing a world power, get little in re- 
ey in fact have been increas- 
open recently in their criticism of - 
am's ineffectual man 
. This must sake the prospect 

























































ES E Grechoslovsicia, Poland and 
ary — - proved more accommodat- 
nam. All three denounced 
actions with varying degrees 
nsity. The Hungarian defence 
ter noted Chinese actions "with 
t,” while his Czech and Polish 
parts were more vehement. The 
ans pledged continuing mili- 
aid, most of it apparently in the 
of training. Poland gave an un- 
ied pledge of more material aid 
ording to our capabilities." The 
n Dan account of the Czech visit 
d simply. that both sides had dis- 
e relations between their armed 
































Dung's dodi may have been moti- 
ed partly by the realisation that not 
‘the participants of the Comecon 
ummit would be willing to put their 
ames to a denunciation of China. The 
nal declaration of the summit, pub- 
shed on 16 June, made no mention of 
hina, confining itself to denouncing 
t United States as the main source of 
rld tension. Even states more or- 
xlox than East Germany seem at- 
ted by the prospect of trade with 
a these days. Two weeks after 
visit tọ Czechoslovakia, for 
e,. the. Czech: minister for 
ign trade was. in China. And,later 
-month, while both the Chinese 
d the Vietnamese were reporting 
or border clashes, Chinese Minister 
oP Foreign: Economic epe UN. and 
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By John McBeth in Bangkok 


Ithough still defiantly optimistic, | 
non-communist Cambodian re- 
sistance leaders are growing increas- 


ingly concerned over what they see as 


Vietnamese attempts to "Khmerise" 
the Cambodia conflict and portray it as 
civil war. In the past three months, 
they say, forces of the Hanoi-backed 
Heng Samrin regime have been moved 
into forward positions opposite almost 
all resistance camps along the Thai- 
Cambodian border in à movetoset upa 


human secürity screen and. prevent 


guerilla penetration of the hinterland. 
The Khmer People's National Liber- 

ation Front (K 

factions of the Democratic. 





strategy as “a serious and dangerous 


in Laos and Cambodia for its own ends. 


It is aimed, they fear, at pitting Cam- 
| bodian. against Cambodian and allow- 
| ing Hanoi to take up new diplomatic 
ground by playing down its direct in- 


volvement in the continuing struggle. 
KPNLF president and coalition 
prime minister Son Sann- first raised 
the spectre of Khmerisation at the 
height of the fighting for the KPNLF's 
Ampil headquarters in late April, 
when he called a press conference to 
denounce Vietnam's use of ill-equip- 


Fjand Sihanoukist 
Kam» 
puchea coalition. describe: the new _ 


in keeping with the. 
: broader Vietnamese penchant over the 
| past 30 years for fostering civil. conflict 


te Resistance | fighters ae Loncoméd by indi atior 
i E efforts to thrust Phnom Penh forces into a civil war 


they would lik 






ped and poorly.trained Khmer EN 
in suicidal charges against well-en- 
trenched KPNLF defenders. He and 
other front leaders still maintain at 
least 500 Cambodians were killed in a 
fruitless effort to take the base. 
KPNLF sources estimate there are 
up to.three divisions — comprising 10- 
20,000. men, or roughly about half the 
regime's standing army — now in place 
between the border.and. Vietnamese 
forces deeper in the interior. They say 
resistance fighters are faced with what 
they call the embarrassing choice of | 


either bypassing the Cambodians on. 






long-range patrols and leaving th: 
camps perhaps: more exposed than - 
oràssaultingtheirpo- 
sitions directly and reinforcing Viet- - 








namese claims of a purely Khmer con- E 







flict... i. 
vedi more disturbi gp for. - 
ance is the reported. prese ice am ng 

s ranks of Khmer Krom 
(Cambodians. born in. Vietnam) and 
Khmer -spea king ethnic Vietnamese — 
some of whom lived with their families 
in. Cambodia before 1970. and others 
who underwent intensive language 
training before being posted to Cam- 
bodian units. The sources say most 
Vietnamese. defectors or prisoners 









speak Khmer and a good number have 
been found to be fluent. This trend, 


they claim, has become increasingly 





A top Chinese Embassy official in Thailand visits Cambodian 
resistance forces camps and likes what he sees 


hina seems to have joined in the | 


new sense of optimism felt by back- 


ers of the anti-Vietnamese Democratic _ 


Kampuchea coalition. Western and co- 
alition sources say that a senior dip- 
lomat from the Chinese Embassy in 
Bangkok made an unpublicised assess- 
ment mission to bases controlled by all 
three coalition factions in late June. 
The official's report, sources say, was 
predictably positive about recent 
Khmer Rouge performance, but unex- 
pectedly favourable towards the two 
non-communist factions as well. 

~ The visitor's rank and the extent of 


| his travels made the mission at least 


rare, and. probably unprecedented. The 


Official is thought to be the second- or 


third-ranking member of the Bangkok 
embassy. His visit lasted more than 10 
to EE along the 





In Khmer Rouge camps, the dip- 
lomat is.said to have met. leng Sary: 
Son Sen, one of the senior military 
commanders, and Khieu Samphan, the 
titular Khmer Rouge leader. One obvi- 
ous absentee from the meetings was 
Pol Pot, still the moving force behind 
the Khmer Rouge and variously re- 
ported to be deep inside Cambodia 
with his troops. or severely ill in Thal- 
land. | 

The diplomat apparently visited at 
least three camps controlled by Son 
Sann's Khmer People's National Lib- 
eration Front (KPNLF) --- Nong 
Samet, Nong Chan and the KPNLF 
headquarters of Ampil. During his 
visit, he reportedly met Gen. Sak Sut- 
sakhan, the front’s-chief of staff, and 
two other senior: Bu Gen. Dien 
p . ant 

















posite the | 
in the far south, Nong Chan, Rithisen, 
Ampil and O-Bok, and near the 
Sihanoukist headquarters at Tatum, in 
some places only eight miles from the 
border. “It is like a screen they have let 
down and what we worry about is what 
sort of security belt the Vietnamese are 
trying to build up behind it," said one 
coalition military commander. 

In the past, KPNLF and Sihanoukist 
patrols are known to have fraternised 
with the regime's soldiers, and one 
guerilla commander told the REVIEW in 
1983 that he had only been involved in 
exchanges of fire with the Cambodians 
when they were accompanied by Viet- 
namese regulars. Normally, he said, 
their encounters were an opportunity 
for a friendly chat during which they 
tried either to persuade the combat- 
ants to defect or urge them to stay in 
place and act as intelligence gatherers. 
The Vietnamese presence is likely to 
jeopardise the establishment of such 
relationships in the future. 


o far this year, more than 250 
Khmer soldiers are said to have de- 
fected to the KPNLF, including 96 at 
Nong Chan alone. "The defectors have 
told us that they did not want to fight 
with other Khmer," noted a senior 
front official. "What we have to do is 
resort to intensive psychological ac- 
tion directed against the Heng Samrin 
army. We have to neutralise it, break 
up this human barrier and turn the 
Cambodian soldiers against the Viet- 
namese.” 
Probably the most motivated of the 


ni 


meanwhile, the Chinese diplomat is 
thought to have met the deputy chief of 
staff of the Armée Nationale 
Sihanoukiste, the fighting arm of the 
third faction of the coalition. 

As a result of the trip, the Chinese 
appear impressed by what they see as 
the improvement in numbers, morale 
and fighting capacity of the three fac- 
tions. A reliable source said that the 
Chinese feel the fighting in April 
around Ampil gave the KPNLF a 
much needed psychological boost. In 
the past. Chinese sources have 
suggested that the KPNLF was unwill- 
ing to tackle Vietnamese forces in any 
serious way; the Chinese now seem to 
feel that the Ampil fighting has 
helped them overcome that reluc- 
tance. 

The Chinese now reportedly feel that 
the KPNLF are penetrating deeper 
into Cambodia. Earlier this year, Thai 
Foreign Minister Siddhi Savetsila was 
quoted as saying that the KPNLF 
could operate about 50 km inside 
Cambodia. The KPNLF claim that 
they send "many" medium-range re- 
connaissance patrols inside the coun- 
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Phnom Penh troops: showing a different flag. 


Khmer troops are the so-called Pioneer 
units, comprising youths whose 
families were wiped out during the 
Khmer Rouge holocaust and who have 
been indoctrinated into overlooking 
the distinction between the Pol Pot 
forces and the non-communist ele- 
ments of the resistance coalition. 
Diplomatic observers agree there 
have been many indications since the 
end of the dry season that the Vietnam- 
ese intend maintaining positions closer 
tothe border and also using more Heng 
Samrin soldiers — particularly in the 
central border region between the dis- 
trict town of Aranyaprathet and the 
start of the Dongrek mountain range. 
However, they have not detected the 
same high level of concern over so- 
called Khmerisation and point out that 
a Vietnamese battalion is still in con- 
trol of much of a lake, some two miles 
east of Ampil, which was seized during 





try and some long-range patrols. The 
latter are, however, hampered by a 
lack of supplies and communica- 
tions. 

The Chinese even seem willing to 
concede that the smallest partner in 
the coalition, the Sihanoukists, have 
become more active militarily. Less 
surprisingly, the Chinese seem satis- 
fied with the performance of their pro- 
tégés, the Khmer Rouge. 


hinese sources maintain that the 

bulk of Khmer Rouge troops are now 
off the border and have established 
themselves inside Cambodia. Western 
sources are unable to confirm this. The 
Chinese also feel that new Khmer 
Rouge tactics introduced over the past 
vear or so have proven very effective. 
One of the most effective of these, 
Chinese sources say, was the targeting 
of village-level administrations in 
areas controlled by Hanoi's ally, the 
Peoples Republic of Kampuchea 
(PRK). The village — which in Cam- 
bodia is usually an administrative 
term denoting a number of hamlets — 
is a relatively easy but quite important 
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troops are also still involved in c 
tions near the northern Khmer Rot ge 
border base of Ban Charat, where a 
Thai spotter aircraft was downed by 
anti-aircraft fire on 7 July 
"We have not seen the same sort of 
concern," said one experienced Cam- ~ 
bodia-watcher. "If the Vietnamese” 
have succeeded in melding some of 
their own troops [into the Phnom Penh 
army], then it probably will be mo de 
difficult for the resistance. The Viet- | 
namese aim has been to build up th 
Heng Samrin forces, but that can € t1 
both ways .. . the stronger they get, 
more the Vietnamese will have to 
worry about their loyalty.” 1 
Sann and military commander Gen. 
Sak Sutsakhan believe Hanoi has re- - 
verted to its old ploy of vage mana. d 
ing the trappings of a civil war becau 
of setbacks it has run into over the past. 
18 months. The two men have had long - 
experience with the Vietnamese and 
they. recall at the time of the Geneva 
talks in 1954 (which they both at- 
tended) Hanoi's attempts to foster 
civil war were thwarted when most of 
the Khmer Issarak leaders joined the | l 
side of the new post-colonial govern- - 
ment. j 
“Vietnam views Indochina as a 
whole, and its strategy has always been — 
to localise conflicts, in this case to 
Khmerise them,” said one authorita-- 
tive resistance source. "[Prince Noro- - 
dom] Sihanouk, Penn Nouth and Si n. 
Sann thwarted them in the 1950s and. 
1960s, but after the Khmer Rouge 
emerged on the scene the Vietnamese - 
Khmerised that war in two-and-a-hé f 
years." 























































































target, Khmer Rouge supporters note. 
Trained administrators at this level are | 4 
rare and hard to replace. In more re- — 
mote areas, in fact, Vietnamese cadres. 
often fill in the gaps 

The administrators also tend to be — 
vulnerable: in many areas they are 
protected only by the local militia. And 
disruption or destruction of adminis- — 
tration at this level can prevent the - 
PRK carrying out such vital tasks as 5 
procuring rice or recruiting. Ones 
again, the Chinese analysis is Saposa 
ble to confirm or refute: there hax a 
been sporadic reports from Cambodia 
recently of an increase in Khmer Rouge - 
attacks on hamlets and agricultural 
cooperatives, but the impact is hard to 
gauge. 

One probable outcome of this new 
optimism is increased Chinese aid for ` 
the coalition. The Chinese are still by 
far the largest supplier of military 
equipment to all three coalition fac- — 
tions. During the Chinese diplomat's 
visit to the border, the KPNLF re- 
quested more supplies, particular- 
ly ammunition and communications - 
equipment. — PAUL C JOGE 
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By David Bonavia in Peking 


ie E a near-desperate attempt to foster 
b progress in Tibet, the Chinese au- 
thorities have thrown the region open 
to investment by Tibetans living in 
- exile and have promised to pay the en- 
— tire schooling costs for their children if 
— they will come back to be educated in 
— their parents’ native land. 
— Taxes on agriculture and animal 
husbandry have been waived until 
— 1990, a big advance on the shorter tax 
holidays decreed in 1980, when the 
— first serious moves were made to heal 
— the badly disrupted economy of the 
huge, resource-poor plateau. Peking 
- considers Tibet to be a vulnerable 
— "target for subversion or encroachment 
by other powers, especially the Soviet 
— Union and India. 
The 1980 reforms were evidently 
seen as not going far enough or as hav- 
. ing been inadequately implemented 
E- "since the former regional boss, Ren 
x . Rong, was sacked and his place taken 
y the relatively liberal-minded Yin 
.— Fatang, a veteran administrator who 
—  — unlike many of his Han (ethnic 
Chinese) subordinates — speaks and 
understands Tibetan. 
— — Yin has recently insisted in public 
statements that official policy is aimed 
_ at doubling the incomes of herdsmen 
— and farmers “in three to five years," an 
— ambitious goal and one which implies 
concern on the part of the authorities 


























d — pulling their weight in the drive to im- 
_ plement socialism. The liberalising 
measures decreed by Yin, in fact, 
— — suggest that Peking has virtually given 
— up hope of communising or socialising 
- — the mass of the 1.8 million Tibetans in 
= the “autonomous region" in the 
_ foreseeable future. 

Yin's scheme is to step up Tibet's 
p trading and other links with provinces 
— such as Qinghai and Sichuan, where 
— there are sizable Tibetan minorities, 
and stimulate the cross-border trade 
— - mainly with Nepal — which makes 
|. an important contribution to the in- 
—— comes and access to consumer goods of 
— — the Tibetans in the southern part of the 

—— country. Trade is also conducted — but 
— not officially — with India, including 
Sikkim, and with Bhutan. 

This year is the 20th anniversary of 
the foundation of the Tibetan Au- 
tonomous Region, which was set up 
after the Panchen Lama proved less 
than cooperative in collaborating with 
the Chinese civil and military au- 
thorities. The Panchen Lama was 
whisked away to Peking where he was 
incarcerated by the leftist leadership 


Capitalism at the top 


Tibet’s communist leader eases taxes, encourages investment and 
endorses the capitalist ethic to double incomes in five*years 


group around the late chairman Mao 
Zedong, initiator of the decade-long 
and now utterly repudiated Cultural 
Revolution. 

The Dalai Lama had already fled to 
India in 1959, and the armed resistance 
to Chinese rule in parts of Tibet had 
given the People's Liberation Army 
and communist party cadres the ideal 
pretext to close down monasteries and 
lamaseries, destroy huge areas of Tibet- 
an religious culture, architecture, arts 
and literature, and impose leftist eco- 
nomic policies which were near-disas- 
trous in their effects. 

For years past, China has tried to 
persuade the Dalai Lama to return 
home from exile and resume the posi- 
tion of spiritual leader, though state- 





ments by Chinese officials make it 
plain that his secular power would be 
very limited. The Panchen Lama, by 


contrast, is now at liberty and hon- 
oured in Peking, and used as a spokes- 
man on official policy towards Tibet. 


n 1980, Chinese Communist Party 

General Secretary Hu Yaobang and 
Vice-Premier Wan Li visited Tibet and 
bestowed their authority on Yin, who 
immediately put into effect a series of 
reforms, beginning with the dropping 
of the former policy of persuading 
Tibetan farmers to grow winter wheat 
instead of their beloved hill-barley 
(chingko), the region's traditional 
staple. 

Taxes were waived for two years, 
and the compulsory requirement that 
farmers should deliver fixed quotas of 
grain to the state was dropped. Com- 
pulsory labour on state-designed con- 


» > 
Be MM RE 
struct OF orc 






"n jects also rit UP ae E ayo 
with. Herdsmer "were allowed to own 
livestock ERIS. though they had 
probably continued to do so through- 
out the 1960s and 1970s in defiance of 
the people's commune regulations. 
Communes — now also all but 
abolished in China proper — were 
never well suited to the needs of semi- 
nomadic herdsmen and exceptionally 
thin rural populations. 

Peking instructed officials in Tibet 
not to insist on wheat production as the 
chief priority, but to let the "masses" 
grow other crops or tend livestock 
without growing anything except bar- 
ley in the traditional manner. 

These measures have not proved 
enough to relieve Tibet's stark poverty, 
aggravated in recent years by natural 
disasters such as heavy spring snow- 
falls, summer droughts and epidemics. 
Yin has now put his weight behind the 
national policy of exhorting the rural 
populations to "enrich themselves" by 
any legal means at their disposal. This 
has produced good results in most 
parts of China proper and has enabled 
rural incomes in Tibet to increase too. 
But the industrial revolution which 
Peking once foresaw for Tibet is 
now a mere ghost on the horizon. 

The central government has in- 
vested more than Rmb 6 billion 
(US$2.9 billion) in development 
projects for Tibet, and still the 
people are as poor as church- 
mice, living in a largely non-cash 
economy where thev can sustain 
life with yaks, horses and sheep, 
butter. tea and barlev. as well as 
woven woollen cloth, felt, fleeces 
and skins for clothing, and a few 
traditional medical remedies dis- 
pensed bv defrocked lamas. The 
standard of public health is as low 
as anywhere in Asia, and there are 
hardly any primary school teach- 
ers in the rural areas competent to 
teach beyond the third grade. 

Yin and his team have tried to 
right old wrongs by removing the 
"feudalist" tag from the more 
well-off non-Han farmers and herds- 
men who were penalised for their 
"class origins" from the mid-1960s on- 
wards. As Yin explained: "Anvone 
who has become rich should be hon- 
oured, and anyone who becomes rich 
earlier than others should be regarded 
as representative of the advanced pro- 
ductive force in the new period and 
should be respected. praised and re- 
warded.” 

The regional party boss praised 
trade fairs, markets, and trade over 
long and short distances. He told the 
people to concentrate more on animal 
husbandry than on grain (thus laying 
down as a rule something that was only 
tentatively suggested in 1980). Con- 
tracted leases on land would be 
guaranteed for 30 years, and all live- 
stock would be privatised, thus virtu- 
ally cancelling the authority of the 
commune production teams. 
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linority he latest éfficial 
figure accounts E Tibetans in 60% of 
official posts. Most Hans probably 
welcome the. chance to return to the 
more congenial provinces of China 
proper. 


in evidently. wants to encourage 

more foreign trade, and trade with 
other Chinese provinces. At present 
the largest cross-border trade is with 
Nepal, and Nepalese traders often take 
up residence in Lhasa and other places 
to buy Tibetan antiques and religious 
objects, old. coins, paintings and 
bronze-cast figurines, whilearranging 
for the import of consumer items such 
as matches, glass, fuel oil and bicycles. 
Closer to the border, it is reported, 
Tibetans sell fleeces, hides, butter ànd 
meat to Nepalese in an unofficial 
trade, which does not show up in cüs- 
toms returns. In 1980 the authorities in 
Lhasa slashed tariffs on a whole range |]. 
of Nepalese goods, including sone Fe 
originating in India.. 

It looks as though Yin plans to “of 
ficialise" and expand this trade, sin 
Tibet can obtain many goods from t 
other side of the Himalayas more eas! 
. than from such neighbouring: Chine 

provinces as Yunnan or Qinghai. Si 
chuan, with its good road link to 
Lhasa, remains the region's main 
supplier of essential items, including 
brick tea. TP 

Facilities for tourists, both Tibe 
and foreigners, are being boosted wit 
the construction of a new, mode 
hotel in Lhasa, but accommodation 
most parts of the country is primiti 
in the extreme. Tibetans from Ind: 
Nepal. and elsewhere who visit the re 
gion seem to be struck mainly by its 
poverty — which some say has in- 
creased because of misguided Chinese 
policies — and by the low level of liter- 



















pecie = position in t 
banking industry, Consider A 
for your bank executives today. 




















of oup. AIM provides | pt her 

program for this purpose: T he 

-ABMP. | 
ABMP is a six-week course 





















This year’s ABMP will run from - 
Sept. 10 to Oct. 18, 1984. 




























acy. So Yin's idea of milking exiled for. middle and upper-level bank Program Fee isü ti BO00 
Tibetans — as Peking milks Overseas executives designed to enhance cd ss a 
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Yin’s approach to lama Buddhism 


seems to have softened, from approval demands of the times, Advanced Bank Management 

in 1980 to positive encouragement At the AIM's ABMP, partici- Program 

now. Some 200 temples and shrines are . pants are given the full benefit Asian Institute of Management 

to be restored or rebuilt at the state's of AIM's proven case method MCC P.O. Box 898. ae 
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tion and before. . positioning, productivity improve- 


But appeals to the Dalai Lama to re- 
turn and give his blessing to the new 
order have so far been coolly received i 
by him, evidently because he does not 
relish serving in a merely titular or 
spiritual; role, while leaving all secular 
matters in the hands of the party and - 
Peking-backed administration in 





















ing a lot of political heat de= 
ficial efforts to dampen. fears 









rom the dump. 

‘he controversy revolves around 
ns by a Japanese-linked company 
store radioactive by-products from 
| process. extracting trace. elements 



















ehind by tin mining. The company, 
sian Rare Earth Environ has sought 
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stop underground literature 
y Alan Sanders 


st as Mongolia's writers, dram- 
atists and poets were gathering in 
n Bator in June for theseventh con- 

of the Union of Writers, the Mon- 
nilitia, a branch of the Ministry 
blie Security, ordered the regis- 
tion of all typewriters and duplicat- 
machinas. Nor reason was givenk Dat 











































i Sep of dies in Perak state is | 


at radioactive substances could leak - 


-ficant role 
rare metals found in tailings left | pany's management. 
|-ernment's 
, & dump.in the Ipoh area 


B the present controversy 
— | owes much to allega- 
snake believe i some oe may 


“tions that the au- 
thorities abandoned the 


first location selected — 
in the Parit area near 
eee the ‘peo of | 
area's 


P. ‘ing spiritual demands,” 
^| primary task of the. Union of Mongo- 
| an: 


à | dissent can be "misused" by oppor- 
tunistic political elements. — 


-Various local interests hold a stake 
in ARE, including 40% by Beh Miner- 
als and: 20% by Lembaga Urusan 
Tabüng Haji, the Malaysian Muslim 
Pilgrims Board. But most interest 
centres on the 30% stake in ARE held 


| by Mitsubishi Chemicals of Japan — 


which also takes a signi- 
in the com- 


The Perak state gov- |-- 
: g0- -ahead for : 


acted intermit- 
iticism since it 
t revealed its inten- 
| in.mid-1982. But 


Ipoh — because of opposition by the 
| predominantly Malav inhabit- 
ants. The government in Kuala Lum- 
pur is plainlv unhappy that “racial 
feelings" — to use the words of one 
ministerial source —- have been plaved 


upon by opponents of the dump in 


Papan. almost entirelv a Chinese area. 

Meanwhile, 
something of a cause célèbre in the 
Kuala Lumpur press, especially in the 


iigtin 


congress of the registration order, 
which said that all typewriters, dup- 
licators and copiers for official or per- 
sonal use must be registered and cer- 
tificated at town or district offices of 
the militia and re-registered every 
vear. Organisations involved in buying 
and selling typewriters and dup- 
licators will need permits for their 
businesses and anyone repairing or 
servicing the machines will have to 
keep records for the militia. 

While President Yumjaagivn Tse- 
denbal and other leaders listened from 
the platform of the congress, Gelegivn 
Adyaa, secretary of the communist 
party central committee, read out a 
party message which emphasised that 
Mongolian literature was founded on 
"socialist realism." Its main task was 
toraise "ideological and artistic stand- 
ards and meet the people' sS éver-grow- 





writers; the message stressed. 
Was to‘ ‘cooperate more 
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he said. The | 
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the Earth one the Environmental Pro- 

tection Society of Malaysia — which 
have strongly criticised building 
standards for the dump while, more 
generally, taking issue with both state 





. and federal government reassurances. 





the affair has become | 
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: rather than 
closely with | cor 


taken at Papan. 


While many aspects of the issue re- 
main unclear — süch as the exact stage 
ARE has reached in its. plans to crack 
monazite — the controversy is to some 
extent a replav of the decision to site 
the dump at Parit; except this time the 
authorities display little readiness to 
cancel the plan. Federal Environment 
Minister Datuk Stephen Amar Yong, 
while disclaiming any 
responsibility | for re- 
futing. technical argu- 
ments about radioacti- 
vity, told. the REVIEW 
that the dump's precau- 
 tiogs. "seem adequate.” 
He invited the opposi- 
tion to produce experts 
to dispute this. Yong 
also expressed a will- 
ingness fo remove the 
dump — if or when his 
ministrvs | monitoring 
showed any sign of leak- 

Yong, however, refused to be drawn 
on yet another dump- related question: 
does the monazite-cracking process 
overseen by Mitsubishi engineers 
amount to siting in Malaysia a danger- 
ous process that might not be accept- 
able in Japan? In response to pressure, 
the Perak authorities announced on 20 
July that a technical committee would 
look into the safety measures to. be 





the writers organisations in the 
Soviet Union and other fraternal coun- 
tries. 

In his report on deve lopments since 
the last congress in 1979, the union's 
chairman, Dojoogiyn Tsedev, said that 
Mongolian writers' efforts to develop 
historical themes in literature were 
especially important at present be- 
cause of the "need to rebuff the sland- 
erous attacks by the Great Han 
hegemonists" — code for the Chinese 
— who were “trying to falsify the his- 
tory of our nation.” 

There has been considerable indig- 
nation in: official Mongolian circles 
over Chinese descriptions of Genghis 
Khan as a "national hero of one of 
China's minorities." Four years ago, 
two Mongolian textbooks were with- 
drawn from schools on the orders of 
the politburo on the grounds that they 
had distorted history by saying that 
Mongolia was once part of China — 
both countries were 
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Puzzle of the past: who Is 
buried in Kusakabes tomb? 


By William Wetherall in Tokyo 
Qi examination-weary history 
students in the United States fall 
for it: "Who is buried in Gen. Ulysses 
S. Grant's tomb?" A Japanese version 
of the joke might be: "Whose honoura- 
ble cadaver graces the vault of Prince 
Kusakabe’s Mausoleum?” And no 
doubt it too would leave many puzzled. 

But to some Japanese the loose ends 
of their early history is no joking mat- 
ter. Those on the payroll of the 
mausolea and graves section of the arc- 
hives and mausolea department of the 
Imperial Household Agency (IHA), for 
example, are duty-bound to defend of- 
ficial tomb identifications which were 
made in the middle of the 19th century 
and based on shaky oral and written 
traditions. 

A scholar who helped “authenti- 
cate" the tombs is reported to have 
said: "We had a number of imperial 
burials to locate, and a somewhat 
larger number of small hills and 
mounds to work with; unfortunately, 
we had more mounds than we had em- 
perors, so inevitably there were a few 
mounds left over.” 

One of the rejects was Takamat- 
suzuka, a comparatively small round 
tumulus in Nara prefecture's historical 
Oke-no-tani (Valley of the Imperial 
House), which centres on the so-called 
"sacred line" running due south from 
the site of the ancient Fujiwara capital 
in modern Kashiwara city. The mound 
had been a contender for the 
mausoleum of Emperor Monmu (AD 
697-707), but lost out to a larger tomb 
in the same area. 

When opened in 1972, Takamat- 
suzuka’s horizontal chamber — 
though robbed in the past — revealed 
the most exquisite polychrome murals 
ever found on the walls of a Japanese 
tomb. And their unequivocally Korean 
style cast serious doubts on some 
cherished chapters of conventional Ja- 
panese history — chapters which 
minimise the role of Koreans and their 
culture in the early formation of Ja- 
panese society. Moreover, a number of 
discoveries (in both Japan and Korea) 
since Takamatsuzuka, make the early 
history of Northeast Asia one of the 
most exciting enigmas in the ar- 
chaeological world. The most recent 
Japanese find — involving another 
non-IHA tomb — deepens the rift be- 
tween the agency and those who disag- 
ree with its identifications. 

IHE is the aed for some 900 im- 





perial-family graves, including the 
mausolea of more than 100 emperors, a 
handful of empresses, and a number of 


crown princes who did not live long Tw 


enough to reign. 
One such prince 
was Kusakabe, 
who died in 689 at 
the age of 27 before 
he could succeed 
his mother, Em- 
press Jito (686- 
697), who had suc- 
ceeded his father, 
Emperor Tenmu 
(672 - 686). Jito 
reigned until Ku- 
sakabe's son, Em- 
peror Monmu, was 
old enough to as- 
cend. It was a po- 
litically important 
period fraught 
with intense riv- 
alry, especially within the imperial 
family: more than one of Kusakabe's 
half brothers, if not the crown prince 
himself, were victims of palace in- 
Ltrigues. 


Mo s “official” tomb was 
identified in 1862 on the basis of 
vague historical references and dubi- 
ous local testimony. It is called 
Okamiya Tenno Ryo (Emperor Okamiva 
Mausoleum), reflecting the prince's 
posthumous title. But less than 300 m 
away — within the grounds of the 
Kasuga shrine in present-day Takatori 
— was another candidate for the 
prince's tomb, a small round mound 
called Tsukamyojin. When excavated 
in April this year, Tsukamyojin mea- 
sured 18 m across — the same size as 
Takamatsuzuka some 2 km north 
but only 3 m high compared to 
Takamatsuzuka's 5-m rise. Hence the 
surprise when excavators unearthed a 
burial chamber measuring about 3 m 
long by 2 m wide by 2 m high — some 
four times the volume of Takamat- 
suzuka's approximately 3 m by 1 m by 
l| m dimensions, and of notably finer 
masonry. 

Tsukamyojin was marked by a stone 
vigil lantern — people living near the 
shrine claim the lantern has been lit 
every night since it was erected in 
1851. Local folklore has it that infor- 
mants directed the government to 
what later became IHA's Okamiya 
Tenno Ryo, fearing they would be 
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Korean and Japanese Buddhas (seventh a 
keyhole tomb near Osaka: the umbilical connection. 
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evicted from their land if they es- 
poused the belief that Kusakabe had 
been buried in Mr epe om 

Excavators at the Nara prefecture 
Kashiwara Archaeological Research 
Institute took the local stories at face 
value, in much the same way as Gers 
man Homerist Heinrich Schliemann 
(1822-90) was guided by the Iliad and 
the Odyssey to the treasures of Troy 
and Mycenae. And their efforts — like 
Schliemann's have paid royal di- 
vidends of a kind. The excavation 
uncovered a horizontal stone chamber 
of a unique design found mainly in 
Korea. Although the ceiling of the 
vault had been plundered along with 
most of the grave's accessories, it aps 
peared from the structure of the double 
walls that it had been gabled like à 
house roof. All that remained inside 
the tomb were fragments from a lac- 
quered "imperial class" wooden cof 
fin; 50 of the 10-cm iron nails that had 
held it together; a circular gilted- 
bronze coffin fitting, and six teeth 
which dental pathologists have deter- 
mined to be from a person aged in the 
20s or 30s. Shards from associated 
ritual vessels date the mound back to 
the late seventh century 

While some scholars are confident 
that no other tomb in the area comes 
closer to meeting all the conditions 
that would have to be met by 
Kusakabe's mausoleum, most are tak- 
ing a more cautious position: for one 
thing, there was no epitaph proclaim- 


31 








: s ak a he ev: E eove T d 
"ww - d j 


<- has ever 2 t : )een By,  Svstemz — 


Bid = and may never be, if the 
agency persists in regarding its graves 
- as something more sacred than histori- 
| feal truth or speculation. 
. As important as the question of who 
Was. buried in Tsukamvojin is who 
ilt it. A tomb of similar construction 
s been found in the area of Korea 
| “that was formerly Paekche — the Ko- 
pres kingdom most closely related to 
? Yamato court. It was through this 
“umbilical connection with Paekche 
subjugated in 660 by a rival Korean 
(d kingdom) that Buddhism, and most 
r elements of continental culture, 
P. Er ; satered Japan — often with the priests, 
scholars, scribes, and artisans who 
| 3i b bore much-coveted knowledge. 
— Many Paekche refugees fled to 
LP Japan, but they were neither the first 
nor the last waves of Koreans to cross 
‘th h ne straits. As late as the beginning of 
e ninth century, a well-known Ja- 
pa nese peerage identified nearly one- 
hird of the aristocratic clans (with ti- 
t les of nobility) livingin the Heian cap- 
m -at Kyoto and surrounding pro- 
vinces, as being of immigrant — espe- 
cially Korean — origin. 
-Doshisha University archaeologist 
oichi Mori — one of Japan's leading 
1orities on early East Asian tombs 
p tharply criticises IHA's policy of 
Slowing excavation of sites it leg- 
protects as the alleged resting 
aces of imperial-family ancestors. 
4 a ardent campaigner against IHA's a 
priori designations, Mori rejects the 
ol ficial appellations in favour of “sec- 
ula " names that do not presume 
knowledge of the identity of the person 
interred. 
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g a p utIHA' s refusal to permit the tombs 
‘in its care to be violated by sci- 
 entific spades may bea blessing i in dis- 
— guise, if one shares the views of Uni- 
E 2 'sity of Washington historical-lin- 
-Buist Roy Andrew Miller. While siding 
E ^ th Mori's contention that the sacred 
te tombs have been pillaged in the past 
- (and that IHA's guard rails do little to 
Ẹ JT re ent further vandalism), Miller be- 
ves that the bigger threat to such 
his prical monuments may be the ar- 
ch aeologists themselves. They, he 
claims, unwittingly destroy more than 
he: preserve by exposing buried ar- 
t 4 acts to “the ravages of our polluted 
ir, and to the uncertainties of the hit- 
o ji-miss procedures now available for 
ation.” | 
ial mounds were so prominent in 
rly Japanese society that the late- 
t hirc up to mid-sixth centuries are 
known as the Kofun (old tumulus) 
per iod. No book on Japanese cultural 
story is complete without an aerial 
| photograph of a colossal moated tomb 
ith the square fronts and round backs 
which give it the appearance of an in- 
 verted keyhole of the old-fashioned 
"skeleton key" RH The sizes of 
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pens and ers centuries, ihe aeieity in 
which most of the larger mounds were 
built. The largest examples run nearly 
0.5 km in length and compare in vol- 
ume with the pyraméds at Giza in 
Egypt. 

Japanese scholars tend to argue that 
the earliest round-mound tombs in 
Japan developed from local burial 
practices, while continental influences 
can be seen in the later square-mound 
tombs. But the keyhole tumuli long 
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despite certain Chinese tombs _ 
Sul 7 le mo nds nich sugges | 
their Shape 

But the summer of 1983 brought re- 
ports from South Korea that a few 
keyhole tumuli had been found in 
Kyongsang Namdo province, facing 
the Japan sea on the southern tip of the 
peninsula. South Korean scholars 
dated the tombs to the third and early 
fourth centuries, making them as old 
— or older — than the oldest keyhole 
mounds in Japan. Mori has visited the 
controversial Korean tombs and 






[he literary responsibility of 
the bards of Bangladesh 


By Hasna Jasimuddin Moudud in Dhaka 


Bangladesh today is chiefly known 
for its calamities. Yet the resilience 
and rich tradition of its language and 
culture have enabled its people to 
maintain a deep sense of pride. 

Of all the country's arts, poetry is the 
most lively: it can be heard at seminars 
and social gatherings; political protest 
rallies; baithak or parlour readings, 
and public recitals, often by prominent 
people. The father of Bangladesh, 
Sheikh Mujibur Rahman, who was 
poetically inclined, was said to recite 
poems during crises, Late president 

iaur Rahman, known for being prac- 
tical, wrote the poem Ganga, Ama 
Ganga (Ganges, My Ganges) The 
country's present leader, President H. 
M. Ershad, boldly publishes his verses 
on the front pages of newspapers. 

Bengali, belonging to the Indo- 
European-language family, began to 
emerge as a distinct language in the 
10th century. 

Apart from some inscriptions and 
tablets, the only major specimens of 
early Bengali literature are the Buddh- 
ist mystic songs known as the 
charyapadas (songs or poems written 
sometime between AD 950 and 1200, 
during the reign of the Pala kings). 
Written on palm leaves, they were dis- 
covered in 1907 by the famous histor- 
ian Haraprashad Shastri in the Royal 
Nepalese Collection. A missing portion 
of them has been recovered from Tibet- 
an translations of original Bengali. 

In all the poems containing teachings 
from the Shahajia sect of Bud- 
dhism, there is a deep sense of sadness 
and a yearning to flee. 

The Buddhist poems are identified 
as prototypes of Vishnuite hymns 
and Muslim marfati (spiritual songs). 
At one time they could be found 
all over India: in Hindi, Tulsi Das 
and Kabir wrote in the same mys- 
tic tradition. (Persian gazals also are 


considered prototypes of old Bengali 
poems.) In more modern times, the 
charyapadas have been chanted in 
Nepal, Bhutan and possibly in Tibet. 
And poetry dating back even further 
may well be discovered in monasteries 
and private collections in those coun- 
tries. 

Efforts on the part of Buddhists in 
Bengal to raise Bengali to the status of 
a written language, were not accepted 
by the Sanskrit school of thought 
which accompanied the revival of Hin- 
duism. Consequently, early Bengali 
works were taken 
to the  high- 
lands by Buddh- 
ists driven out by 
Hindu rulers. 

New charyapa- 
das recently have 
been discovered in 
the oral tradition 
of Darjeeling and 
Nepal; these 
poems were com- 
posed during the 
13th and 14th cen- 
turies. As no other 
examples of this 
period have been 
found, there is a gap in the literary his- 
tory. From the 16th century onwards, 
manuscripts were written on paper 
which could not withstand the weather 
conditions of the region. 

Literature between the 15th and 
18th century is’ predominantly 
theocentric with the exception of 
works which flourished under the pat- 
ronage of the Muslims rulers of Ara- 
kan (now in Burma), where a secular 
literature developed. Certainly, poetry 
in the Middle Ages was highly influ- 
enced by the religious themes of Hin- 
duism, Islam and Sufism. 

The Hindu middle-class was chief 
architect of modern literature which 
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MATE are ih convinced they pro- 
vide the archetypal *missing links." 
The Korean connection in Japanese 
history has always been known and it 
was even acknowledged in pre-World 
War II propaganda which maintained 
that the emperor was a direct descen- 
dant of the gods. But after the war, 
also, the intimacy of the connection 
has usually been denied with regard to 
the genetic roots of the imperial fami- 
ly. And so what has most shocked con- 
servative historians, is the strong sug- 


developed in the 19th century. 
Kaikobad and Mir Mosharraf Hossain 
were the only Muslim writers who had 
any place whatsoever in the 19th cen- 
tury literary circle. 

The most significant poet — express- 
ing new values and ideas influenced by 
the West — was Michele Madhusudan 
Dutta, who gave Bengali poetry the 
new romantic spirit which marked the 
beginning of modern Bengali poetry. 
At the end of the century, Rabindranat 
Tagore, the first Asian poet to win a 
Nobel Prize for Literature, made his 
appearance. Tagore’s work was the 
finest expression of a I9th-century 
middle-class mind. He widened the 
scope of the Bengali language, and its 
mood, by absorbing influences from 
Buddhist mysticism, Persian Sufism 
and Baul mysticism. 

Two important Muslim poets of the 
Tagore era were Kazi Nazrul Islam and 
Jasim Uddin. Nazrul's contribution 





was the use of contemporary reality in 
a most original way, while Jasim 
Uddin revived the rural tradition. 
Madhusudan and Tagore used folk ele- 
ments to remind the middle class of the 
village life they had left behind. 
Calcutta, in West Bengal, had been 
the main Bengali cultural centre. With 
the partition of Bengal and creation of 
Pakistan in 1947, Dhaka — as East 
Pakistan's provincial capital — came 
into its own as a cultural hub; follow- 
ing partition a new Muslim middle 
class emerged in East Pakistan. Up 
until the 1930s Nazrul and Jasim 
Uddin were the only Muslim poets of 
any stature in modern Bengali litera- 
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Korean ancestry. 

The evidence is, as yet, too soft to 
compel unequivocal acceptance of the 
Korean view that everything of cul- 
tural importagce in Japan came from 
the peninsula. But it does serve to re- 
mind Japanese, especially those who 
have trouble viewing their history in 
the context of greater Asia, that most 
of the wonders of the insular Yamato 
world — including its people — proba- 
bly have continental origins. ü 
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ture. In 1950, however, an anthology of 
new poems by East Bengali poets, 
Natun Kabita, appeared. This heralded 
a renaissance of Bengali verse. 

As political and social changes en- 
couraged the growth of Bengali cul- 
ture, the Bengalis resented the cultural 
subjugation by West Pakistan's ruling 
class. In 1952, on the issue of imposing 
Urdu — a language of a minority in 
West Pakistan — as the national lan- 
guage, a counter-movement emerged 
in East Pakistan, To protect Bengali, 
members of the intelligentsia, espe- 
cially students, staged a massive and 
bloody protest on 21 February 1952. 
This was a start of a cultural-freedom 
movement which led the way to the 
creation of a new nation, Bangladesh. 
The emotions and ideals of this move- 
ment found their expression in the 
poetry of the 1950s. 

A distinct Bangladeshi literature, 
however, is still in the process of being 
established; the coun- 
try's poets areensnared by 
the problems of a society 
born out of war; their re- 
sponsibility is great as 
their works must reflect 
the ideals for which 
many before them have 
paid with their lives 

How politics and 
poetry run in tandem is 
an intriguing aspect of 


this culturally rich, 
though economically 
poor, country. Poetry 


provides solace, particu- 
larly in times of suffer- 
ing. Shahidulla Kaiser, an intellectual 
killed during the liberation war, wrote: 

Our songs 

Set the skies smiling 

The children of light came down 

the dust of earth was our ankle bells 

a storm rose into the river of music 

was flooded in blood 

and our songs became birds 

and flew away. 

Mother your children 

are the birds of the song 

a storm will again rise in the river 

wait you will see 

when your children return to your 

arms. 

To the Mother of a Martyr. 














and the political 
plight of Pakistans 
impoverished poets 


By Jamal Rasheed in Lahore 
akistani poets who write in English ~ 
have never enjoyed a mass audience ~ 

in Pakistan, and since the beginning of < 

President Zia-ul Haq's military regime — 

their small but steady following has 

dwindled even further. The crisis fac- 
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ing many of them reflects a question- : 
which affects Pakistani society much | 
more widely: will English survive here i 
asa medium of communication? 

English poetry written by Pakistanis © 
has always been the cultural expres- 


be 


sion of a small elite: men and women ~ 
educated in English-speaking mission ~ 
schools or abroad became enthusiastic 

writers of English verse. Since the 
1960s the country has produced a — 
handful of poets who have become in-— 
ternationally known and at least a” 
dozen of national renown. They were 
published sparingly in magazines) 
newspapers and anthologies, and 1 
though their audience was restr ictedto 
English speakers and readers, their” 
following grew to a peak in the early: 
1970s, 

Pakistan's doyen of English poetry ig” 
Taufig Rafat. Born in Sialkot, Punjab, - 
in 1927, Rafat has been writing poetry 
for 42 years and his work is featured in 
three Oxford University Press collec- ~ 
tions of Pakistani English poets: First | 
Voices (1964); Pieces of Eight (1910). 
and Wordfall (19776) f 

A quiet, unassuming man, his way of 
life epitomises the problems of poets mi 
who can never make a living out of 7 
poetry but continue to write anyways al 
He has worked in an oil company, mi 
insurance and once owned a Sialkot 
factory making sporting goods and 
toys. 1n the days of former primes 
minister Zulfikar Ali Bhutto, Rafat 
helped run the National Book Founda= 
tion, an organisation established to” 
publish cheap books for students: 
After Zia's 1977 coup, however, he was ~ 
taken to court on charges of embezzle-— 

| 













ment; though people familiar with” 
Rafat's austere lifestyle could only 
laugh at the allegations. Since then he” 
has run a small — and not very success- 
ful — woodwork business in Lahore 
"My children have always taunted me 
with my inability to make any money 
and I suppose it's true,” he said. 

For nearly three decades younger 
poets have been coming to Rafat for 1 
encouragement and help in improving — 
their verse. There is not a single Pakis- 
tani poet writing today who does not — 
owe something to his uncanny patience 





and technical virtuosity. Rafat is, 


E the most Pakistani of all 
akistani English-language poets, 
Writing simple but deeply moving free 
A verse about everything from rural life 
to love 
Most recently he has been writing 
excellent, though extremely bitter, 
semi-political poems to highlight the 
—hypocrisies and contradictions within 
_ Pakistan society. His most successful 
i published work has been two transla- 
—tions of 18th- and 19th-century Pun- 
jabi poets. In 1982, a new publishing 
—house in Lahore — Vanguard Press — 
k took a great risk when it published a 
"selection of Rafat'stranslations of Bul- 
leh Shah's poems. Shah was an 18th- 
century Sufi poet whom Rafat admires 
for his anti-authoritarian and anti- 
mullah stance. Shah's short, pithy, and 
ir sometimes highly amusing verses have 
—always been very popular in Punjabi 
E culture. Some of his poems run to 
t 










only two lines: 
So that none 
behind, 
Let us go toa place where all are 
blind. 

Rafat still considers Shah's couplets 
"have immense relevance in present- 
- day Pakistan: 

Mullah and torch bearer come of 
—— ome stock, 
ig Giving light to others, 
Selves in the dark. 

In 1983, Rafat translated Puran 
3 Bhagat, a long love poem in the Romeo 

and Juliet vein written by 19th-century 

"Hindu saint Qadir Yar. This Hindu- 
T Punjabi poet's vernacular verse also 
has enjoyed a strong following. Now 
—Rafat's translations have given it a 
“much wider audience. Soon Vanguard 
"will publish Rafat's Collected Poems 
(1947-78). 
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ther leading poets in Pakistan con- 

tinue to write and survive — but 
“only just. Kaleem Omer, a close friend of 
‘Rafat, has tried everything from busi- 
mess to journalism. His current column 
‘in a Karachi evening newspaper al- 
Ways ends with a poem. How widely 
‘that poem is read now, however, is a 
“matter of conjecture. Omer is known 
‘abroad also, as is Shahid Hussein, a 
former senior civil servant who, in bet- 
ter days, ran Pakistan TV and the na- 
‘tional film corporation, Nafdec. Also 
accused of being a Bhutto supporter 
following the 1977 coup, Hussein left 
‘for London where he has opened a 
"bookshop catering to Orientalists. Ad- 
rian Hussein, currently doing an Eng- 
"ish Literature PhD at East Anglia 
University in Britain, has won the Gui- 
. ness Poetry Prize at the Cheltenham 

. Festival. 

— But the English-poetry audience has 
- declined. After a long absence, Lahore 
E held its first poetry reading earlier this 
_ year — only 20 people turned up: in the 
- 1960s there would have been standing 
— room only as the audience would have 
run into hundreds. "The real erisis is 


Eu 


oF 


abot ut he TE 


Uie tes a hme ») 


7 the go - 
English," said one Madi 
government line is to push Urdu as the 
national language, despite the fact that 
still less than 25% of the population 
speak it. 
Pakistan's four regional languages 
Punjabi, Pushtu, ,Sindhi and 
Baluchi — are not encouraged, though 
the majority of rural people speak only 
their regional languages. The troubles 
in Sindh provincein 1983 were directly 
related to Sindhis protesting at the 
lack of Sindhi education there. The re- 
gional languages are much older than 
Urdu, which developed only in the 
court of the Mogul kings some 400 
vears ago. Despite the drum-beating 
about Urdu, few technical, scientific or 
even major literary works have been 
translated into Urdu. This has led to 
almost all higher education being con- 
ducted in English. 
"While the government 


EC 


pushes 





Urdu, the children of the generals and 
the ministers are sent to private Eng- 
lish-medium schools so that they can 
go abroad to study or get jobs in Pakis- 


tan's private sector which demands 


English," said one leading poet. The 
denationalisation of education has led 
to the creation of 180 private English- 
medium schools in Lahore alone in the 
past seven years, but not a single pri- 
vate Urdu-medium school has opened. 
“Everybody still wants to learn Eng- 
lish because only that can secure a de- 
cent job. The line on Urdu, which is so 
hypocritical and not backed by any 
real translations or constructive work, 
is making parents and children 
schizophrenic,” said one poet. 

Thus, officially, English poetry is 
frowned upon and criticised as a hang- 
over from Pakistan's colonial past. 
"But English is part of our past," says 
Rafat, "and you cannot deny it by gov- 
ernment decree." The overall worsen- 
ing of Pakistan's educational system 
also has led to a breakdown in original 
research, creative writing and any- 
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“Officially, poetry writing in Eng- 
lish is considered sinful,” says Rafat, 
who is saddened by the lack of new, 
younger writers emerging to take over 
where the older generation have left 
off. "Many young people who are bril- 
liant and creative students head for the 
Gulf or Canada where job prospects 
are much better and cultural oppres- 
sion much less." Those English poets 
left behind continue to lead a twilight 
existence, circulating their poems 
among themselves and occasionally 
getting one published in a foreign jour- 
nal, letting the outside world know 
English poetry is still alivein Pakistan. 

More and more poets have turned to 
translating Urdu, Punjabi or works 
from other regional languages. Such 
translations not only give more ex- 
posure abroad to local poets writing in 
regional languages, they also bridge 
the regional gap 
that exists between 
Pakistanis of dif- 
ferent provinces 
speaking different 
languages. “At this 
level English, in 
fact, is a far more 
effective bridge 
than Urdu ever 
could be because so 
many regional in- 
tellectuals have 
completely turned 
off Urdu due to the 
government push- 
ing it down 
their throats,” said 
Rafat. 

One of Rafat's 
best known 
poems, Thinking 
of Mohenjo-Daro, 
published in Pieces 
of Eight, haunt- 
ingly explores for many Pakistanis the 
problems of history and poetry: 


Thinking of Mohenjo-Daro 
Alexandria and Rome, 

I note how time curves 
Back on itself 

Like an acrobat. 


This year's harvest is late; 
Because the archaic sun 
Has been playing 

Like a poem 

On the farmer's nerves. 


The ink dries slowly 

On the half-written page. 

Who will read this? 

Stranger, the crumbling fort 

You pass is your home. 
It is a measure of the present state of 
Pakistan's cultural life that Rafat's 
latest poems are unpublishable as they 
express overt political bitterness. 
Nevertheless, Rafat and a handful of 
others remain undaunted by their task 
of ensuring that the writing of English 
verse is kept alive in Pakistan. Oo 
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The level of fisheries development in 
Asia varies widely from country to 
country, depending on the quality of 
government planning and the 
availability of technological know- 
how. Most fishing communities in Asia 
live on the brink of starvation. Thev 
are largely ignored by their governments or are given low 
priority in national development plans. 

While the 200 nmi national fishing zone, established in 
the 1970s, is widely recognised as a necessary step in 
conserving fishery resources and in helping coastal states 
(the majority of which are developing 
countries) improve their economies, 
fishing families have made little 
advance in their standard of living. 
Many of them have even failed to keep 
their status quo, having fallen victim 
to superior foreign fishing craft (often 
in joint ventures with the government) 
or are evicted to make way for urban 
development. 

Singapore, the Philippines and India 
provide prime examples of how fishing 
communities have been uprooted to 
make way for, respectively, anew | 
airport, housing estates and tourist 
resorts. In Malaysia, where government 
support for the fisheries sector is 
among the most comprehensive in the 
region, about half the fishing 
population lives below the poverty line 
— in stark contrast to the general 
standard of living in the country where 
per capita income is among the highest 
in Southeast Asia. The government's 
fisheries-development policies have 
been criticised for their inconsistency 
and, in some cases, for their partiality 
towards big-time fishing which has 
been blamed for wasteful and 
ecologically damaging use of 
resources. 

In India, where there is no centrally planned fisheries- 
development programme, foreign-owned vessels are 
seldom supervised and are virtually free to fish at will and 
send their catch directly to their home markets. This has 
provoked a growing spate of protests (at times violent) by 
localf ishermen who found their livelihood threatened. Itis 















































































































ON OTHER PAGES | ver 
| | | Singapore .53 

y Philippines 54 
Japan : 36 | Burma — 55 
South Korea 38 | india “56 
Taiwan 40 | Sri o .56 
China 42 | Pakistan. (587 
Hongkong . 42 | Australia . 58 
indonesia New Zealand. 59. 
Thailand Fiji 





ironic that while India is the world’s top supplier of | 
shrimps and a major exporter of fish, most of its people 
undernourished. India's average annual consumption | 
person of fish (often the only source of protein) is dT 
compared with some 40 kgs consumed i in the develo 
world and about 20 kgs in many other developing 
countries. | 

Critics note that where foreign exchange is earned 
the export of food, it is seldom used to buy low-cost 
nutritive food for the needy. Instead, it is s used for t : 
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(representative of fishermen's trade unions in the count 
the introduction of purse-seiners has failed to increase 
total highly valued sardine catch. Instead, it has resul ie 
a sudden decline in catch for the small fishermen. ' 
after year, thousands of fishermen are thrown into dire 
poverty and unemployment," he said. 

Vijayan charged that about 1.3 million tonnes of fist 
year are wasted, having been sifted by foreign-owned | 
trawlers fis hingi in Indian waters for high-quality var 
In upgrading fishing technology, cost is often a major 
obstacle. The priceof an outboard engine has jumped fro 
Rs 6,000 (US$520) three years ago to Rs 12,000, said 
Vijayan, while spare parts are hard to get at affordal 
prices as a result of price manipulation by local sales 
agents. 
The United Nations Food and at oe 

ch, in. 





ürc ces, rin Has hardly been checked by national 
mentation of a 200-mi restricted. zone. Wastage has 
enestimated ona worldwide basis, tobei in thé region of 
lion tonnes. 

The pattern of fish production has changed dramatically 
the past decade with the introduction of extended 
‘isdiction. Joint ventures between governments and 
'ansnational companies have mushroomed while 
onglomerates which have had the run of the ocean now 














The Japanese fishing industry is 
burdened by heavy debt and faces dull 
growth in fish consumption, factors 

| that threaten to force a shakeout of as 
much as 20% of the industry in coming 
` years, Loans outstanding to the fishing 
- industry a 
any small and medium enterprises are struggling 
d going deeper into debt but must borrow to cover 
ions and ihez government is encouraging a shrinkage 
imber of enterprises in the industry so as to enable | 
vivors to make satisfactory profits. 


11 million tonnes. Japan is the world's leading 
er of fish, followed by the Soviet Union which 
luces about 0 million tonnes. However, the Japanese 
i n virtually stagnant since 1972 when the 10 
1-tonne level was reached. The past few years have 
| difficult. The sudden increase in fuel costs in 1979 ` 
ed most fishing enterprises to take out loans to cover 
ational expenses and needed capital investment, in the 
that better times were ahead. The industry has since 
rely on loans. Debt-servicing is estimated to be 
X240 billion this year, still leaving loans outst andin g 
ethan ¥4 trillion. 
one member of the Zengyoren, the cooperative 
senting 3,000 local fishing cooperative units, said: 
industry is working just to support the bank 
ments.” Both government and private sources estimate 
ial] and medium enterprises engaged in coastal 
hing, mostly household units, do not break even; but due 
ncome from other sources they are able to continue 








*he Ministry of Agriculture, Forestry and Fisheries 

imates that, as of March 1982, the agricultural and 

sheries cooperative banking institutions, including 

orinchukin Bank and Shingyoren, held about ¥1.6 

tien worth of loans to the fishing industry. Commercial 
ks held about ¥800 billion, while governmental 

anking institutions (mainly the Agriculture, Forestry and 

eries Financing Corp.) were owed ¥500 billion. . 

ever, both g governmerit and private sources say that a 

ve default i is unlikely because of industry-wide and 

mental cooperation available to the debtors, 

ng help in restructuring loans. 

ne of the major aggravations has been soaring fuel. 

ts. Fuel now accounts for 23% of costs for coastal 

ling, compared to 14% in 1978 and is now the biggest 

nse after depreciation which accounted for 24% of 

al expenditures. However, though wages to salar Ie 
rmen are not far below t mationgl, standard for . 





























asa whole exceed its annual - 


eannual sales of the Japanese fishing industry in 1983. 
about ¥3 trillion (US$12.4 billion), on a gross catch of. 


à 


1970s. id Fiji ian Government has since a to ord 
this situation and has set up a number of joint. ventures 
with J apanese companies. | 

Despite an increase in the number of joint venturesi in the 
Pacific islands and a concomitant rise in revenue to their 





. governments, these countries continue to import fish — 


mostly cánned -— while exporting fresh fish. Nutritional 
expert George Kent, of the University of Hawaii, observes 
that poor countries tend to sacrifice domestic nutritional 
































exceeded it — wages as a percentage of total expenditure 
have declined to 16% from 27% in 1970, reflecting the 
introduction of labour-saving equipment. 

Besides the problems of heavy loan obligations and high 
fuel costs, the Japanese fishing industry has been forced, 
like other distànt-water fishing enterprises in Asia, to 
increase its catch from nearby waters to compensate for 
the imposition of 200-mi territorial fishing zones by 
countries around the world. Distant-water fishing, which 

reached a peak of 4 million tonnes in 1974, has been 
reduced to 2 million. Coastal fishing, including 
aquaculture, has yielded a catch close to 3 million tonnes 
since the mid-1970s, but offshore fishing has increased 
from 4 million tonnes in 1974 to 6 million tonnes and made 
up for the diminished distant fishing zones. | 

But the species of fish available offshore and in coastal 
waters, such as sardine and cod, do not appeal to Japanese 
consumer tastes. As a result, while being the world's top 
producer, Japan is also the biggest importer of fish. Imports 
in fiscal year ended March 1983 totalled ¥1.05 trillion ona 
volume of 1.2 million tonnes, up from ¥879 billion in value 
and 1.1 million tonnes in volume during the previous year. 
At the same time, Japan exported 0.7 million tonnes worth 
€ 260 billion in fiscal 1982, mostly canned sardines, 
mackerel and tuna as well as fishmeal. | 

A problem is what to do with surplus sardines and 
mackerel. Asrecently as 1975, about half the sardine catch 
was used for human consumption; but in recent years 
production has far exceeded demand so that about three- 
quarters of the annual catch is now sold as fishmeal, feed 
for aquaculture or bait for fishing. Mackerel consumption 
has declined, but so has the annual catch. Currently, about 
one-third of the Japanese production of fish is accounted 




























world's largest f ishing country followed by the Soviet Jnioi 
and China) but is also the world's largest net importerof : 
fish at well over US$4 billion, more than half of that from 
Asian countries. Its fishermen and fishing companies, 
however, are mired in debts to financial institutions. ẹ 
Studies show that the most valuable fish resources are 
found off thecoasts of East and Southeast Asia. Itis also in 
Asia that fish-farming is the most developed — the Asia- 
Pacific region produced 7.3 million tonnes in 1980, 
compared with total world output of 8.7 million. The FAO 
reported that total external loans for aquaculture projects 





Bir many Asian countries are seriously lookin 
into ways of improving their fisheries sector, not wi 
substantial help from the FAO, their efforts centre alm 
exclusively on the development of fishing and fish-Ic 
for export purposes, often to the detriment of local fishi 
communities. There are few government propt 














help these people acquire more competitive and se 








sustaining skills and equipment. In the absenceof ad 
planning, displaced fishermen are likely to become a 
liability to their countries. E 
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PRODUCTION BY THE WORLD'S MAJOR WATERS (19 
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tlantic Ocean & adjacent waters 
Arctic Ocean 


Northeastern region of the Atlantic Ocean 
Centralwestern region of the Atlantic Ocean 
Centraleastern region of the Atlantic Ocean 
Mediterranean and Black Seas 
Southwestern region of the Atlantic Ocean 
Southeastern region of the Atlantic Ocean 
Antarctic region of the Atiantic Ocean 
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for by sardine and the fishing industry has tried, with 
very small success, to persuade the public that eating 
sardines promotes health. 





rawns are Japan's biggest fish-import item. India and 
Indonesia each provide about ¥50 billion worth of 
prawns to Japan, while Australia, China and 
Thailand together provide another 75 billion worth. The 
United States is the source of most salmon and trout 
imports valued at about Y75 billion, while South Korea 
and Taiwan provide about 80% of Japanese imports of 


tuna and marlin. Spain and South Korea are major 
uppliers of squid and octopus. 












Northwestern region of the Atlantic Ocean ($52. 

























to the US, which absorbs about a quarter of the total, while 
annually ¥10-20 billion of exports go to each of the | 
following countries: Hongkong, West Germany 
Netherlands, Nigeria, Switzerland and Taiwan. 5 
amounts are exported to the Philippines, € 
Singapore, Australia, and Papua New Gu 
account for most of West Germany's and Swit 
imports and about one-third of Hongkongs 
oils account for nearly all of the Netherlands 
imports from Japan consists z d 
Exports to the Philippines a 
mo and a 
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) the co | umer price indes Hor fish 197 ES - 100) 
to 162, while the price of food in general has risen 
135. and that of meat to only 110. 
| Pelis. fish is the source of about half of the protein 
e Japanese diet, down from 80% in 1955. This 
pares to 65.5% for South Korea, 58.2% for the 
lippines, 36.7% for the Soviet Union and 19.8% for 
in. The Japanese fishing industry is now engaging in a 
iblicity campaign to promote fish as a food low in 
holesterol, rich in vitamins and low in calories, in order to 
event a further erosion of consumer preference. 

The most formidable external competitor to the Japanese 
ihing industry is South Korea, with which Japan shares. 
hore waters. Having been forced out of important 
istant fishing zones, Japanese and South Korean fishing 
joats have intensified their operationsin their joint waters. 
ne of the drawbacks of slimming down the J apanese 
hing industry, according to industry sources, is the 
Sbility of South Korea — — d toi a lesser extent Taiw an 

































| ill ee of March 1983 Fe whe 
n / Asia and. fhe Pacifi ie alone 


South Korea is an overerowded 
mountainous country surrounded on 
three sides by water; not surprisingly, 
fisheries supply a very important 
source of protein and employment to 
the population. It is the world's fifth 
largest exporter of fisheries products 
d has the world's ninth largest fisheries industry. 

The fishing industry can be divided into two main 
tegories: coastal fishing, dominated by Smal a 





du uar a A of gross 10 Toca -— since ihe. d 
70s. The | ishing population has fallen from 871,000 | 
in 1983. Thanks to Deng ER UM ga 





























| t | p irces 
| that Pe oat ventures wille continue to decline 





because of the dull market, especially for shrimps, in 
Japan; the tendency of Southeast Asian countries to. : 
operate fully controlled ventures once their personnel have. 
been trained, and the rising fees for entering foreign waters. 
There has also been trouble between Japan and the - 
Soviet Union over Japanese access to Soviet salmon- 
fishing grounds. Last year some Japanese vessels were 
caught surreptitiously entering Soviet restricted grounds 
and had to pay compensation and offer an apology. The 
Soviets claim that salmon caught by the Japanese in the 
northwest Pacific belongs to the Soviets because it was 
spawned in Soviet rivers. The Japanese have requested 


- additional fishing rights. Thé issue is still pending and 


Japanese fishing experts regard it'as "very delicate." 


he eonstraints on the Japanese fishing industry, 

along with improved productivity as a result of 

advanced equipment and techniques, have forced a — 
steady trimming in the number of workers. In 1960, the 
fishing industry employed about 750,000 people and 90% 
of fishing enterprises were family units. In a gradual T 
decline, the number of fishery workers currently numbers 
460,000, with the majority of the losses coming from small 
and medium enterprises but not single household units 
engaged in coastal fishing: M 
About 200,000 household units are thus engaged, but 
about a quarter of them are part-timers whose main source 
of income is elsewhere. Additionally, there are 56,000 fish 


retail units, 1,266 ice-making plants, 1,795 freezing plants, 








— 22,500 fish-processing plants and 1,11 1 wholesale markets. 


All told, the related activities employ 1.38 million people. 


2.79 llla tonnes in 1983. Coastal fishing i is. v T the 
largest segment of the industry, accounting for 53% of 



































total fisheries’ output in 1983, compared to the deep-sea 


share of 22%. Aquaculture (23%) and inland fisheries (2%) 
made up the remaining 25%, 

The small-scale nature of coastal fisheries has been 
preserved by laws designed to keep big business out and 
preserve the pre-eminent position of the fishing 
cooperatives. The cooperative movement was launched in 
the early 1960s and owed much of its success to heavy 
financial backing from Seoul; in the 1970s many of the 
more successful cooperatives achieved financial 
independence and government assistance has. shifted from 
predominantly aid to loans. 

In addition to catching fish, cooperatives (presently 
numbering about 140) manage fish markets and deal 
exclusively with different stages of processing such as: 
refrigeration and canning. As in agriculture, the Saemaul 
government-inspired programme aimed at galvanising 
social organisation on a local level to boost productivity 
has played an important role in the fishing cooperatives. 
The movement's ability to maintain its position in the face 
of big business has been in part thanks to thé predominance 
of small firms in the deep-sea sector and the lack of interest 
in fish of the country’s major business groups. 

According to 1983 government figures, the annual 
income of a fisherman was Won 4.11 million (US$5,138) 
(1972 — Won 284,000), which was consistently lower than. 
the income of a farmer at Won 5.13 million and an urban » 
labourer at Won 4.37 million. 

Aquaculture is an increasingly important. side of v . 
production for the coastal cooperatives, with production | 
rising from 491,100 tonnes in 1977 (20% of total fisheries. — 
output) to 644,000 tonnes in 1983 (23% of output). She Ifish S 
— d sters and Tu — are th qmi r folles 2 












t abil ing at 2-2. 5%. E 
| ff y and high technical level of J: apan’s 
fishing-industry workers have been improving mainly due 
the existence of an elaborate educational system. There are 
52 fisheries high schools and 17 fisheries coleges.In ¢ 
addition, the responsible ministry attracts some of the best 
graduates of the science faculties of leading universities, 
Technical help and consultation are also available from 147 
fishery-expertise extension offices throughout the country. 

Japan fields more than 410,000 mechanised fishing 
vessels, of which 7,500 weigh more than 50 gross registered 
tons. The government offers aid to the fishing industry by 
providing loans through its banking institutions and by 
providing capital for building infrastructure such as piers, 
training centres and research facilities. The total 
government budget for all fishery-related expenditure in 
1983 was about ¥300 billion. The government also 
establishes broad policy guidelines, the latest of which are 
to eliminate over-capacity in the industry, deal with the 
200-mi fishing limits‘in an effective way ‘and. nurture arid 
replenish fishing grounds. 

Six fishing companies are listed on the first section of the 
Tokyo Stock Exchange. Most have diversified into related 
areas such as marine transport, chilled and frozen foods 
and trading, but their profitability is still affected by the 
vagaries of fish prices. The two biggest conglomerates are 
Nippon Suisan and Taiyo Fishery, both of which have 
experienced flat profits or occasional losses since 1980. 
Nearly all the big companies are reconstructing their 
divisions to cut costs. 

Processing and fishing are usually done by separate 
enterprises, except in the case of the giant companies which 
invariably not only do their own processing but also 
purchase fish from smaller operators. El 


. 2 vet . " m 


problem — pollution. For the past five years both South 
Korean and J apanese waters have been contaminated by 
the so-called red current in which the water turns pink and 
all marine life dies from lack of oxygen; it is thought to be 
from industrial effluents or fertilisers. 





Overfishing is another problem. South Korea is situated - 


amid a cluster of important fishing countries and the — 
surrounding seas are crowded with small boats from Japan. 
China, Taiwan and both Koreas. Heavy fishing has 

depleted stocks and the largest item on the government's 
fisheries budget now is money to be spent on re-populating 
fisheries through the construction of spawning centres, 

Problems with neighbouring countries over fishing | 

rights have resulted in a number of incidents involving. 
South Korean coastal fishermen. Boats that venture too far 
north have been captured by North Korean patrol boats 
and minor disputes with Japan are a continuing problem. 
Whereas in the past Japanese fishermen were the main 
culprits — fishing too close to the South Korean coast — 
now it is the South Koreans who are most consistently 
caught within Japanese waters. 


ike many other South Korean export industries, 
deep-sea fishing has grown very quickly in the past 
few decades, with exports rising from US$754,000 in 
1963 to peak at US$456. 6 million in 1979, falling during 
=t subsequent years to US$385.3 million or approximately ` 
` 180,000 tonnes. Exports remain an important side of the’. 
l business, accounting for around 30% of output (by weight) 
in 1983. Japan is the main export market, taking 62% of 
total, followed by the United States (24%). | 
South Korean deep-sea fishing vessels are to bé found all 
overthe world. The North Pacific — principally the waters 
off Alaska- — accounted for more than half thee tire q atch: 











mainly 







consumed domeelie) ally: 15 Sout 
companies frequently process at sea on factory : 
bringing everything back to plants in Pusan for 
and packing. A typical company, Silla Trading, 
vessels in the area, the largest of which has proce 
facilities for semi-fillets, meal and oil. Silla has a £ 
plant in Pusan from which it expor ts pollack fillets te 
US and roe to Japan; exports in 1983 totalled US$15 
million. 

Since the late 1970s the fortunes of deep-sea fishi 
companies have been going from bad to worse. The 
declaration of 200-mi exclusive rights bv a large numb 
countries, in particular the US and the Soviet Union, ha 
had disastrous effects on the industr y, with the total 
number of vessels dropping from a peak of 878.in 1976 
646 in 1983. Among the greatest losses were rights to t) 
waters off the Kamchatka peninsula, a rich fishing gi 























————————— Vet FAH AN SN RR NOM Av LS M Up ern E ary MR 








H 





































sspe olera eot 













nds the Soviet Union extended its limits to 200 mis in 
1977, 40 South Korean boats were fishing regularly in th 
hada now none are allowed. 

In most other areas, South Koreans have been forced t 
pay much higher fees to fish, as well as accepting lower. 
quotas. For example, the Alaskan quota set by the US 
Government will drop from 350.000 tonnes in 1883 to | 
300,000 tonnes in 1984 (around a quarter of the Japa 
allotment). The US Government's announced policy of 
phasing out all foreign fishing operations to achieve the 
Americanisation of fishing in what is known as the US 
Exclusive Economic Zone (EEZ) off the Alaskan coast is 
good reason for more pessimism about the future. During 
recent visit to Seoul, US officials stressed that the ci 
arrangement must be viewed as temporary and foreign 
ships will not be allowed to fishin the EEZ within the ne 



























s. They say 
t they ‘cannot hee to chere the Erat rates of the past 
üng with US firms, pointing out that the most 
‘tant ingredient to their past success — cheap labour 
is not to be found in the US. 
"he tightening of restrictions on deep-sea fishing 
unds has had its inevitable effect on fishing companies. 
à (typically) small ones have a bad reputation for 
nancial instability and in the past few years, according to 
government official, have been "staggering 
inancially." One of the largest companies, Korea Modern 
Industries Dev elopment Corp., was liquidated in 1983, 
while Korea Wonyang (one of the Rev. Sun Myong Moon's 
string of enterprises), another major firm, is said to be in 
p trouble. In 1983, the Alaska-Bering Straits area was 
d to be the only profitable fishing ground in the world, 
partly due to the low price of tuna — mainly fished in the 




























rom the air, Taiwan’s verdant 

western coast appears to be dotted 

l with thousands of tiny lakes. But the 

year, -fish farmers Hes millions of eels 

and shrimp to Japan from fresh- and 

brackish-water ponds. But Taiwan's 

' sophisticated and lucrative aquaculture sector 
ew bright pers in the island's troubled hemne 


; ides. asan agricultural star performer. the 
w aralt recent 2 A: series of blows, 


yb be d local Gshermen of traditional pee 2 
ser to home, Taiwan is digging its own grave by 
olluting and over-fishing coastal waters. 

But the US$1.5 billion industry is still an important one. 
h production in 1983 inched up 0.9% to 930,582 tonnes, 
Shade below the peak year of 1980. During 1973-82, the 
p-sea catch actually declined, but aquaculture's output 
doubled and now accounts for 23% of total production and 
96 of production value. The catch from inshore fisheries, 
stly nearby waters but defined as using powered vessels 
of less than 50 tons, has risen modestly. 

industry provides employment for 313,000 people, 

ya quarter of them fish farmers, and contributes oa 
cultur al AA value, more than doublet 







yi jf daily c consum ion of pa Me pi otein. 
Agricultural planners expect domestic fish consumption 

$i rise "o to 43 3 kgs per head by det but that is the 

j stry 5 -boa t operators’. 















year ago. The total South Korean tuna eich has been r ising 
since the beginning of the year from 3,700 tonnesin . 

anuary to 6,300 tonnes in May, partly in anticipation of 
higher prices. 

The future of the deep-sea side of the industry is thus 
very murky indeed and further bankruptcies s and | 
liquidations are likely in the future. One area which 
remains particularly bright however, is the home market 
for fish — especially processed fish, which is growingatan 
annual rate of around 30%. Some deep-sea companies are 
already benefiting, with their processing facilities superior 
to those operated by the cooperatives. For example, five 
companies have been operating tuna canneries for the 
past five years and their market has grown from a 
negligible size when operations began to 6,000 tonnes in 
1983. D 

















































have been bid up in a tight labour market. Owners have. 
trouble luring manpower away from more secure and less 
strenuous jobs in the island's booming industrial and . 
service sectors. Boat crews are typically paid a bonus share 
based on a percentage of catch on top of a monthly salary 

of about NT$10,000 stipulated by the government. 
According to one major fleet owner, this year fishermen on 
deep-sea voyages can expect to net about N T$20, 000 a 
month. 

Some boat owners are cutting [abor costs by buying 
more mechanised vessels — for example, tuna companies 
are substituting purse-seiners for long-liners. But with 
return on capital low, the industry suffers from an _ 
antiquated fleet (mostly locally built) and low investment 
levels. Capital investment peaked at NT$7.3 billion in 1979 
and reached only NT$4.4 billion in 1982. By one account, 
the island's fleet of tuna boats has dwindled from 700 
vessels in the 1970s to 500. The government is encouraging 
modernisation — but not expansion — of the fleet by | 
providing low-interest loans to owners who retire 
superannuated boats in favour of new ones. Three 
government-owned banks extend term loans at about two 
percentage points below the market rate directly to — 
shipowners or through credit cooper atives in fisher men's 
associations. 


he small size of fishing. companies frustrates the 

introduction of new technology and management. 

Most owners operate only one vessel, though some 
deep-sea outfits have as many as 20. The government 
favours merging but hurts its own case through tax policy: 
anew company receives a five-year tax exemption on. 
operation of its first vessel, but only four years for 
succeeding boats. So owners start up new companies for 
each boat they launch. 

Few fishing companies get involved in mar keting or fish- 
processing, leaving this business to food processors. The 
deep-sea fleet sells the lion's share of its catch to Japanese 
trading companies and foreign canneries at overseas bases. 
The industry, wary of market control exerted by the giant 
Japanese trading houses, is beginning to handle more of - 








ye 
tuna exports v via its 14 overseas branches. 


managed by fishermen's associations in production areas. 
Fish prices are relatively high, reflecting strong demand 
and protection of the industry. Imports of some : 
inexpensive fish, such as herring and mackerel, are banned 
as are shipments of pomfret and squid which would 
compete with the catch of local fishermen. In 1982, more 
than 90% of Taiwan's imports of 250,000 tonnes of fish 
products consisted of fishmeal and the industry chalked up 
a trade surplus of NT$20 billion. 

The small size of deep-sea fishing firms bedevils efforts 
to enter joint ventures with foreign companies — a matter 
of vital importance since the declaration of 200-mi 
economic zones by many littoral countries in recent years. 
At a stroke, the industry lost waters it had fished in for 
centuries in the Bashi Channel and Sulu and Celebes seas. 

Taiwan's lack of diplomatic relations with most 
countries complicates negotiation of fishing agreements 
and most talks are handled by fishermen’s associations. 
Taiwan and the Philippines still make overlapping claims 
to territorial waters in the Bashi Channel. Taiwan and 
Japan havea tacit agreement to fish in each other's waters. 
Taiwan fishermen hold sway over the island's coastal 
waters, but these are beginning to suffer from over-fishing 
and severe pollution, particularly off the western coast of 
Taiwan where most of the population and industry is 
concentrated. Culture of shrimp, oysters and crab in tidal 
areas has been especially devastated. None of the island’ S 
rivers is fit for fish to live in. 


he problem of pollution is only now being addressed, 


but environmental protection — and agricultural 

interests — almost always take a back seat to 
industrial development in Taiwan. Luxuries such as clean 
water have been sacrificed in the name of economic 
growth (industrial products account for 93% of the 
island's exports). Agricultural planners complain that 
existing pollution-control rules are too lax and not 
rigidly enforced anyway. 

If fishermen sacrifice millions of dollars of production a 
year to industrial interests, they also hurt their own cause 
by overfishing coastal waters. The government and 
fishermen's associations have recently begun taking action 
by defining 21 conservation areas, limiting the size of fish 
nets, releasing fish fry into the waters and forbidding 
introduction of new boats of 100-700 tons unless they 
replace retired vessels. 


Set against the gloom in the deep-sea and inshore sectors. 


aquaculture's rise has been all the more conspicuous. For 
centuries, milkfish and other species have been considered 
traditional aquacultural fish, but only in recent years have 
technological advances transformed fish-farming into a 
booming export industry. Annual exports of eels to Japan 
(95% of the crop at NT$400 a kg), where they are 
considered almost a staple, are running at about US$200 
million (3% of total production; 15% of value); shrimp 
shipments (NT$300 a kg)last year reached US$100 million. 
Raising fish in fresh- and brackish-water ponds is 
expensive — the fish are pampered with large inputs of 
labour and energy, feed and even medicine. The secret is to 
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Most of theinshore catch is sold at home at daily auctions 










cultivate high value-added produc ts S a read 

The government has encouraged farmer: 
paddies to fishponds as one way of taking : à bite out c 
island's chronic rice glut. Taiwan enjoys a com: 
advantage in aquaculture — at least vis- a-vis Ja 
because many species of fish grow faster in i 
than farther north, But the | Kev to. ame 
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vigorous research and deve is n ce gran mme in 
culture technology, in which Taiwan claims to be a 
leader. 


Research carried out by the provincial gove 
by private companies has resulted in high — and: 
yields per ha. For example, artificial propagatio: 
how has enabled farmers to raise the male ralio ofti 
their ponds to 9575; males grow faster than females: 
Industry sources said the island's hatcheries can rep 


all species of fish except ee m. Thea E 
also introduced nutritious feed pe Ne 
and grains. 

But the expansion of üshponds wi 
several factors. One is land: the government has shifted 
policy to encourage only conversion of poor fields to 
fishponds. Production gains will be made through F 
unit yields rather than increased acre: Age. The industt 
also energy-intensive. Farmers employ electrified wi 

wheels to aerate the ponds; production of the artificia 
feed, which requires blending grains, also guzzles en 
Sewage and chemicals whie 
into fishponds Ho oe water 
table lower the survival rate of 
fish eggs. 

"With. the expansion of 
in j jeopardy where can thei 
industry turn now? Some 
agriculturs al ropa think | 
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fancy FAngaton in Peking 
, =] China's marine production still 
exceeds freshwater production but an 
intensive freshwater aquaculture 
programme with an emphasis on pond 
development is aiming to narrow the 


million tonnes ud O million tonnes of 


1 fisheries programme was stepped up in 1979 and 
1980 annuai increases from freshwater fishing have 
aged about 10%. In the previous decade annual 
iwater increases averaged 3-575. Estimates for the 
‘freshwater catch project a 12% increase to 1.75 
on tonnes. 
government attributes the dramatic increase to the 


Despite geographic constraints and a 
| consumption rate among the world's 
top five, Hongkong has managed to 
] feed its people by drawing on marine 

resources in Chinese waters. But 
| fishermen are catching less and the 
J government can do little about 
/ation or replenishing resources simply because the 
oited areas are in foreign waters and thus outside 
kong jurisdiction. 
ongkong's catch began to suffer after China had 
ablished an ecological zone in late 1980, restricting 
ng in coastal waters shallower than 40 ms. The 
ected area covers a 37-km coastal belt. Production 
eclined in the two years that followed and, though 1983 
w à 4% rise, it was still far below the 1979 peak of 194,560 
nnes. Hongkong's net fish supply amounted to 178, 800 
tonnes in 1983: production was 188,802 tonnes, with some 
),200 tonnes, or 11%, exported, while net imports were 
,800 tonnes. The bulk of local fish output — 96% or 
0,680 tonnes in 1983 — is from catch-fishing while 3.6% 
nes from inland fish culture and to a much lesser extent, 
ne culture. 
‘he number of active fisherfolk is only 28,000. Most of 
ngkong's 4,760 fishing vessels are owner-operated and 
units are formed around the family. Larger vessels 
ged in deep-sea fishing are operated by Tanka people 
hilethe Hoklo tend to occupy Hongkong's eastern waters. 
he past decade, large numbers from these traditional 
afaring communities have settled ashore and turned to 
idit d Incustries for Bene fo in part due to 
LT “fu, : 




































gap. The total catch for 1982 was 5.16: 













muc. as ; indivi u 
tracts of the erate owned waters. Xinhua TA 
newsagency reported that by the end of 1983, China 
had 3 million households specialising infish . 
breeding. Although marine production has dwarfed 
freshwater production consistently for the past three 
_ decades, a United Nations report suggests that 
because of over-fishing and pollution, marine production 
may have reached a peak and will level off if not decline. 
The government, therefore, has turned to freshwater 
fisheries. 

One reason for developing fish farms is the need to 
improve the nutritional status of China's billion-plus 
population. Available statistics from the late 1970s, 
admittedly dated, indicated a 5 kg fish consumption per 
capita which, according to UN figures, is one-third of the 
world average. Another reason for bolstering fish farming 
is that fish are export earners. Aquatic products according 
to Trade Department figures are the fifth largest commodity 
in terms of value. Although only about 5% of total 
production in 1981 and 1982 was exported, the value was 
Rmb 59.9 million (US$27.29 million) and Rmb 58.4 million 
respectively. 

Of 20 million ha of fresh water available in the country at 
least 5 million ha are considered suitable for fish farming. 
According to the Ministry of Agriculture, Animal 























about 400 mainland Chinese are contracted to work on 
Hongkong vessels. 

Big-scale fishery using pair-trawlers may earn for the 
fisherman a gross income of HK$3-4 million (US$380- 
513,000) a year at 10-14% profit, according to John Cheng, 
an economist at the government's Agriculture and 
Fisheries Department. Hongkong vessels fish mainly on 
the northern shelf of the South China Sea. Roughly half 
Hongkong's fleet is licensed to fish in Chinese waters, but 
fishermen so licensed are required to turn in part of their 
catch to the Chinese Government — the annual quota is 
determined by the size of the vessels — in return for diesel 
fuel and other supplies. Fuel costs 30% less than in 
Hongkong; as a result, Hongkong fishermen are landing 
increasing amounts in China. 

Landings in China reached 41,154 tonnes (valued at 
HK$117.4 million) or 24% of total catch by Hongkong 
vessels in 1982. This suits the Chinese Government's 
demand for more fish as consumer spending power grows 
and Chinese fish-farmers retain more of their surplus fish 
to besold in the free markets at higher prices ratherthan to 
the state. 

In looking for fish, Hongkong fishermen have on many 
occasions trespassed in foreign waters. In March, 22 



























i In 1982, | 
aquaculture - 
. production. ofl2 
million tonnes from 3 
million ha had 
accounted for 75% of 
total freshwater 
production. Of this, 
freshwater ponds with 
an area 0f 910,000 ha 
contributed 863,590 
tonnes. There have 
been steady increases 
in the average 
production per ha of 
pond surface which 
in 1982 reached 949 
kgs per ha. In the sub-tropical southern province of 
Guangdong, there are reported yields of 3 tonnes per ha. 
Heartened by impressive gains in fish-pond cultivation, 
the government plans to bring about 100,000 ha of 
marginal agricultural land under aquaculture production 
within the next five years. Two projects with this strategy 
in mind, to be conducted with assistance from the UN's - 
World Food UEEOER amme to even qu in on - 





Hongkong fancies were avion off Luzon bya a 
Philippine naval vessel and are still being detained in. ` 
Manila. No charges have been laid. In February 1982, 45 
fishermen in five vessels were arrested near the Spratly 
Islands in the South China Sea, which are disputed among 
several countries. They were released only 11 months later. 
At sea, pirates are another threat.and have killed 
Hongkong fishermen. There is little the Hongkong 
Government can do to protect either its fishing fleet or its 
marine resources. It cannot even regulate the size of fishnet 
interstices to allow smaller fish to escape as a conservation 
measure. “To do so would be to impose conservation 
measures at the expense of our fishermen and to the benefit 
of fishermen of other countries,” a fishery official Sue 
The government has tried to control fish supply by ` 
encouraging aquaculture. Some 1,800 ha inland are - 
devoted to fishponds yielding about 15% of freshwater fish 
consumption. In addition, 26 locations — totalling 130. ha 
— have been assigned to marine culture. However, marine 
culture is likely to remain a limited activity because - 
Hongkong’s coastal waters are taken up by harbour : 
facilities, typhoon shelters and recreational facilities. 
Zoning began in July 1982, but only 13 sites are filled so 
far. One major problem is finding a fair method of site- 
distribution between individual fishermen and 
corporations — in particular those with foreign capital. 
Government regulations require all marine fish, fresh or 
chilled, to be sold by auction at seven wholesale markets. 
run by the Fish Marketing Organisation (FMO), which 
takes a 6% commission on sales. (The bulk of live fish, | 
which is not subjected to marketing control, is sold to 
restaurants and hotels.) However, statistics show that only 
70% of landings are channelled through the FMO, with the 
remainder going directly to large fish-export companies 
such as the Sun Wah Group and Hing Wai Trading Co. 
These companies are able to secure 30% of the catch by 
offering higher prices and lending money to fishermen for 
new vessels, fishing equipment or personal expenditure. 
In the long term, government policy is still to ensure that 
Hongkong maintains a constant supply of food rather than: 
to encourage exports in order to earn more foreign ` 
exchange. This FE much creativity, for. litte 
: i lability of. 







mapro oving the support services. 








i farmers, for export (almost entirely) to Je 


lying saline-alkaline areas. a 
Zhejiang province and the 
municipality of Tianjin. The 
cost of the Zhejiang project is 
US$18.9 million with the "govel 
absorbing 51% of the cost wt 
Tianjin project's pricetag is. 
million with government fund: B 
The scope of the massive pr oje 
essentially is the same g alling t 
construction of fish ponds, ni 
and support services. 1f goal: 
achieved, the first-year vie 
ponds whichineachares are 
1,066 ha will be 1,600 tonnes 
“price of 85.US centsa kg. t 
revenue from fish will bet 
milhon Fish farmers in 7. 
projected to end up withan 
.2, nearly a threefold increase in the ew 
















































































as much. 

The World Food Pr ogramme currently has a fisher 
development project in Jiangsu province to beef up | 
production in Hongze Lake and the five adjoining | 
communes by expanding production ponds. nurseri 
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capital city represents à mictoc | 
Indonesia's fishery industry. Th 
fishing kampungs ere in the " 
of the city facing the sec egi 
tiny, poorly equipped bo ats » ope ‘at 
a by erea al fishermen which 
now v being ir iner reasingly motorised. 
After classic battles between these coastal fishermen: 
and larger, offshore fishing companies — many of the 
using trawls — trawlingin Indonesia was banned excep 
the waters-off Irian Jaya. But some trawlers still make 
Ujungpandang their base and oc casionally boats wi 
chase the lucrative tuna and skipjack in distant Widters ay 
also seen here. 
Fish farms, cultivating shrimp or milkfish or both, 
everywhere, but particularly near river mouths Md 
salinity control is easier. To serve fish producers, : 
four small markets — all with poor facilities — an TE m 
modern cold stores which process the shrimp c aught b 
trawlers or purchased from local fishermen and shrin 







































InBonesià's sheer: size has Bis cae the e impact of 





























































PHOTOS TEMPO 

sectors of the 
industry to grow. 
The government in 
—" - | fact has ambitious 
plans to raise the 
output, 
productivity, 
employment and, 
above all, exports 
of the industry. A 
moderate increase 
in the per capita 


is also envisaged. 
Despite low rates of 


.—* |- aquaculture is - 
emphasised bv local 
planners as well as 

foreign aid acs 


ging in the catch on Bali, 





i particularly promising venture. 
‘otal fish production has grown about 5% each year in 
ecent past to reach 2 million tons in 1982. The sea-fish 
ch of 1.5 million tons represented 31.7% and the inland 
of 500,000 tons came to 37.8% of the assumed 
imum sustainable yields. Exports in value have 
creased by about 7% a year to earn US$254 million in. 
82. With the growing success of tuna and skipjack the 
osition of shrimp has declined somewhat, but exports in 
982 (25,400 tons worth US$181 million) accounted for — 
0% in weight and 70% in value of the total. 

Per capita consumption of fish in 1981 wasonly 12.4 kgs” 
ear, or only 69% of the need. Per capita consumption: 
yas as low as 5.6 kgs in Java, 8.5 kgs in Bali and 
Nusatenggara but more than 30 kgs in Sulawesi and 
alimantan. 

According to the 1980 census, about 220,000 households 
ere managing and an additional 280,000 households 
aployed in catch-fishery ventures while 80,000 

iseholds were running and 50,000 more were engaged in 
uaculture. Another set of figures showed 820,000 people 
orking in sea fishery and a little more than 1 million 
eople in inland fishery, with about 50% of the former and 
much lower (but. unspecified) proportion of the latter 
igaged exclusively in the ventures. The entire output at 
e time was barely over 1.5 million tons, compared with 
Japanese fishery industry producing 10 million tons - 
ith an employment of 500, 000. 

‘Indonesian fishery has its modern Sector 2 as well, wit 
0-odd medium. (by internati ! 
























consumption of fish — 


resource utilisation, 








capital investment compan 


domestic-capital investment 
Bue and six state-owned 
ventures: o from Coresi 





few doen domestic companies 
which might be classified as 
ze modern. 
.; During Repelita IV, the just 
- started five-year plan, fishery 
authorities intend to increase total 
| production by 5.8% a year, from 2.3 
million tons in 1984-85 to 2.8 | 
“million tons in 1988-89. In both sea 
and inland fisheries, the rate of 
growth-aquaculture output will be 
much higher than that from catch. 
Sea-fish catch will increase 5.1% a 
year to just surpass 2 million tons 
while sea-fish farming is expected 
to grow at an amazing (and 
probably unrealistic) 93.1% a year to yield 40.3. tons in 
1988-89. Inland fish catch will grow 2.1% a year to 302 tons 
and inland fish farming output by 9.6% to 451 tons. 

In line with government policy to push non-oil exports, 


Ii the authorities are hoping fora major increase in the value | 
of annual fish exports from 8. 5% in 1978-82 to 17.7% 


during Repelita IV in volume and in value from 7% to 
25.4%. There is also a desire to restrain fish imports, which 
are growing at alarming rates of 34% in volume and 46% in 
value each year. During Repelita IV the government hopes 
to cut imports for human consumption by nearly 80% and 
slow down purchase of fish powder for non-human use to 
produce an annual imports increase of just below 10% in 
volume. More than 90% of total production will be 
consumed domestically but per capita consumption will 
only rise to 15.2 kgs in 1988-89, about 84% of the 
supposedly required level. 

Along with foreign-exchange earnings, the plan is for 
sea fishing to create additional employment for 364,500 
workers, inland fishing 362,700 and processing and 
marketing sectors 497,600 — a total labour absorption of 

1.22 million during Repelita IV. | . .- 

There is some resentment in the. industry at the 
authorities, who are thought to invent figures to match 
national objectives, without doing enough to make them 
realities. The complaints arethat the authorities havebeen 
slow in building infrastructure and in providing technical 
assistance and financial facilities for the industry, or that 
they have allowed other government departments to 
abolish tax incentives to investors and carry out forced 
scrapping of all old vessels with no resistance. 


n fairness, it should be noted that the authorities have 

at least worked out on paper what it will take to 

increase production and exports to levels envisaged in 
Repelita IV. Very detailed projections exist of what 
enormous additions are required in the number of boats, 
equipment and infrastructure. Precise figures are also 
quoted for the number of required seed fish and shrimp, - 
the amount of feed material for aquaculture and of ice and | 
salt for preservation and for the number of specialists and 
extension workers at all levels during the current five-year 
plan. . 
The authorities have calculated what sort of investment 
is required to make all this possible. Total funds needed for 
fishery development amount to almost Rps 3 trillion (US$3 
a during Repelita IV, including bank credit of Rps 
1.3 3 nOn. serus aid of Rps 589. 9. billion. and private 
















SAN FRANCISCO 


An exact copy of the original 

That's fax. 

And fax is the only system 
that can transmit blueprints, 


legal documents, and signed 
contracts anywhere in the US. 
This unique ability makes fax 


one of the most exciting electron- 


ic mail technologies available 
today. 

All you need is a telephone 
and a facsimile machine 


And in as little as 25 sec- 


onds, an exact duplicate arrives 
at its destination in the US. 

With fax, faster is cheaper 

And different machines have 
different capabilities, different 
speeds 

With the AT&T Network, you 
can transmit up to 400 words on 
a 1-minute call 

Most telex machines trans- 
mit at a standard 66 words per 
minute 

Any fax machine can match 
that rate. 

And most beat it easily. 

With some fax 
machines you don't 
even have to be there. 

They can be 


THE AT&T INTERNATIONAL BUSINESS NETWORK: 


IT «uT. Less Tu -END 





YOUR FACTS BY FAX. 


TOKYO 


programmed to transmit during 
reduced rate periods 

Telex has no daily reduc 
rate periods 

Since fax is a copy of the 
original, you don't need a typist 
No special operators 

And since there's no retyping 
no redoing of any kind, fax is fr 
of transcription errors 

So If your US. custon 
business associate needs you! 
shipping document, a blu 
print, alegal document, a 
graph or a signed contract i! 
hurry, you can fax it to hin 
the spot 

Transmitting facts with fax 

Another cost-effective service 
for your business from the 4 
International Business Network 
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FRONT-WHEEL DRIVE CORONA GIVES YOU 
WIND-SLICING STYLE AND MORE ROOM INSIDE. 


FACT: Corona has been completely re-styled and re-engineered. The lines are crisp 
* and contemporary. Curved glass joins smoothly with the body. Windows are 
large for a bright interior. From its sloping nose through to its short rear deck, Corona 
defines a new look in elegance. 


FACT: Corona’s advanced new styling is more than just beautiful. It was actually 

* created by the wind itself. The new aerodynamic profile improves performance 
and fuel efficiency. Less wind resistance means the engine doesn’t work as hard. 
High-speed stability also benefits. 


FACT: A compact transverse engine and front-wheel drive design give Corona 

” passengers more room to relax. The interior is luxuriously appointed, with rich 
carpeting and reclining seats upholstered in fine fabric. Corona is a new contemporary 
standard —sleek styling, advanced engineering, more comfort. Facts come alive when you 
drive Toyota. 
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Located 
close to busy 
Orchard Road 
the York's 
proximity to 
Singapore's 
central 
shopping district and lively 
entertainment makes it an 
exciting place to be. 

Tastefully furnished rooms 
which range from split-level 
cabanas to spacious suites 
provide comfort in style. 
Function rooms for seminars 





and conferences 
are available. 
And even a health 
club complete 
with a sauna. 

In-hotel dining 
Isa gourmet's 
pleasure. Here you'll find 
authentic Italian and Japanese 
cuisine. And the pooldeck cafe 
and a coffeehouse offer both 
western and local delights. 

Well located, the York 
makes your stay in Singapore 
pure delight. 


On holiday or business 
in Singapore, the York 
treats you right. 





York Hotel 


UNSURPASSED COMFORT 


21 Mount Elizabeth, Singapore 0922. 
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Telex: RS 21683 YOTEL. Cable: YORKHOTEL. 
GOODWOOD PARK * YORK HOTEL * 
‘ore LADYHILL e BOULEVARD HOTEL SINGAPORE. 


Reservations Worldwide: KM | Golden Tulip Hotels. Steigenberger Reservation Service 


Utell International. Australia and Japan: Southern Pacific Hotel Corporation. Hong Kong: Cardinal Hotel 


Booking Service. Kuala Lumpur: Goodwood Park Hotel Sdn. Bhd. Your travel agent or airline 





WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes. construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WW F needs money - your money. 

Please send contributions to the WWE 
National Organisation in your country or direct to. 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledyes the donation of this space by 
Far Eastern Economic Revier: 
liddvertisement prepared as a public service by Ortivy & Mather 
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than 40% of this amount. The final version of Repelita IV, 
approved by parliament, has reduced the development 
budget for fishery from the requested Rps 520.6 billion 

to Rps 352 billion. Obviously there is doubt that actual * 
deeb bine will approach anywhere near the required 
evels. 

At least Indonesians now know the potential and the cost 
of development fairly accurately and the government has 
taken concrete measures to protect and promote the small 
fishermen. Trawling was banned step by step to cover all 
areas except Irian Jaya. Trawlers were only chasing after 
shrimp and dumping all the by-catch, which could be as 
much as 90% or more of their total catch. Japanese joint 
ventures, mainly interested in shrimp trawling in eastern 
Indonesian waters, lobbied against the plan to enforce a 
blanket ban, arguing that there was no coastal fishing in 
Irian Jaya and that they had been promised 15 years of 
operation when thev first invested and the time was not vet 
up. 
The compromise, in the form of the so-called American 
nets with a turtle-excluder device, was found by Research 
and Technology Minister J. B. Habibie. Trawlers are 
allowed to continue operation in Irianese waters, provided 
they use American nets — supposed to allow the larger of 
the by-catch to escape even after entering the net — to 
reduce the high by-catch ratio and provided they surrender 
all by-catch free to Indonesian fishery companies in 
Sorong, Irian Jaya and Ambon, Moluccas. Some Japanese 
joint ventures claim that the ratio of by-catch to shrimp 
has come down to 2:1 and that they have indeed stopped 
dumping by-catch into the sea, but it is certain that 
violations of the new agreement are common. Given 
small refrigerated space available for shrimp, it is 
unreasonable to expect full compliance without strict 
surveillance. 


Indonesia's vast exclusive economic zone, particularly 

in the eastern parts. In recent times, about 50 fishing 
boats have been caught in the act each year. This figure of 
course does not include those ships which pay their way 
back to freedom. Buf the completion of a naval base on Aru 
island in Moluccas has already reduced infringements, 
according to experts. 

Aside from banning trawls, the government has been 
working on projects for small fishermen, with the help of 
aid donors and agencies: the United Nations Development 
Programme; the Asian Development Bank, the UN Food 
and Agriculture Organisation, the United States, Japan 
and West Germany also have aid programmes for fishery 
development. P 

Domestic businessmen want the government to spend 
much more on infrastructure and extend concessional 
finance for acquisition of ships. They also feel that a tax 
break is necessary for them to go into unfamiliar and risky 
fishery ventures. Some have learned the hard way that the 
cost of running a fishing fleet without experience can be 
prohibitive. 

There is a desire to break down the fishery industry's 
dual structure by linking the traditional and modern 
sectors and making sure both can prosper at the same time. 
Fish farming is one obvious link which already exists but 
obstacles to further development are formidable. Even so, 
an experimental Dutch-Indonesian venture to grow 
lobsters is in the works in southeast Sulawesi. The project 
is modelled after the nucleus estate schemes seen in 
plantations. where smallholders are able to cultivate their 
own crop outside the core plantation area, with the same 
processing and marketing facilities. Careful balancing of 
benefits will be necessary to induce private investors to 
venture into similar arrangements in fish farming. while 


I llegal fishing by foreign ships is still rampant in 


~ ensuring that the fish farmers make enough profit. EP - 
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FISHING IN ASIA 
THAILAND 


It’s contraction 


rather than 
expansion now 


By Michael Sheldon in Bangkok 


There are approximately 1,000 Thai 
nationals held in Vietnamese and 
Burmese jails for usurping those 
countries territorial waters. Their 
boats — almost 90 of them — have been 
impounded and for the 340 crew in 
Vietnam no time limit proposed for 








their release. Communication between Thai and Vietnamese 


governments on this matter is non-existent. For the 500 
men in Burma another 15 months will elapse before they 
are repatriated. 

Nevertheless, fishing outside the 200-mi exclusive 
economic zone (EEZ) continues. It has been estimated that 
up to 80% of the total marine catch comes from outside 
Thai waters: overfishing in the Gulf of Thailand has 
depleted its waters of pelagic and demersal fish. 

Contributory factors for this have been a dramatic 
increase in the trawling fleet, the EEZ jurisdiction and 
indiscriminate dumping of effluent into the inner gulf. The 
average hourly catch of demersal fish was 38.9 kgs in 1980: 
in 1963 it was 231.6 kgs. The EEZ ruling resulted in the loss 
of an estimated 300,000 m? of fishing ground, equivalent to 
400-600,000 tonnes of marine catch every year. 

Forced to fish in the gulf, Thai fishermen soon emptied 
its waters and turned to other grounds. Between 1977-81 
the marine catch averaged 1.8 million tonnes a year; since 
then there has been a steady decrease of about 10% each 
year. For 1982 and 1983 the catch is likely to average 1.5 
million tonnes. To sustain those yields trawlers have been 
fishing in the waters of India, Bangladesh, China, Burma, 
Vietnam and Malavsia. 

The South China Sea, with a potential yield of 2 million 
tonnes, is a major temptation for the captain of a medium- 
sized trawler and, since break-even point can be realised in 
two runs, à third trip can be very profitable. However, for 
the majority of 
traditional 
fishermen small 
profit margins are 
. ambition enough: 
many were hit by 
the 1978 fuel crisis. 

A decrease of 
practically one- 
third of the 
workforce has 
taken place in the 
past three years. 
Petrol prices have 
soared by 100%, 
operating costs 
doubled and the 
dollar increased in 
strength. With a 
strong US dollar, 
nations which make 
their purchases in 
that currency, have 
reduced their 








4 FISHING IN ASIA 


rts and caused the price of fish to drop, forcing many 
fishe ermen out of business. 
| = Credit is still a major source of funding. Ice-plants, 
fi service stations or money-lenders serve as one source for 
— the small scale fishermen. Banks, financial institutions 
and paternal companies are another. Funding also can be 
_ obtained through 94 fishermen's groups, 31 fish-farmers' 
— groups or 20 fishermen's cooperatives. 
i In a survey by the Department of Fisheries (DoE) seven 
~ years ago, the results were not markedly different from 
—— today: 74% of fishermen had insufficient capital to fund 
- their own catch. Loans from fish dealers and relatives 
f accounted for 47.4% of that figure. Almost 20% borrowed 
— from a commercial bank — 4% from the Bank of 
Agriculture and Agricultural Cooperatives — 1.8% from 
i 4 pue cooperatives and 0.9% from financial trust 
houses. 





ey he Fish Marketing Organisation (FMO), under the 

E. supervision of the Ministry of Agriculture and 

E Cooperatives, is directly concerned with the welfare 
^. and development of fishing communities, their villages 

and promotion of cooperative societies, fishermen's 

3 - associations and fishermen's groups. In a continuing 
r . process FMO has provided, or built, sanitation facilities, 

_ security safeguards, communication services, five ports, 
- four artesian wells, fishing gear and basic superstructure. 
- The organisation also channels 40% of all fish landings 
through its three wholesale markets and 13 ports; 11 of 
. them act as ordinary fish markets. 

However, most business transaction is carried out at the 
. Bangkok and Samut Sakorn wholesale fish markets where 
. thecatchi is sold by auction. Fish agents (12 in Bangkok and 

_ 19 in Samut Sakorn) represent the fishermen and arrange 
_ the auctioning process. Generally they take a commission 
—— though the law allows up to 6%. In 1983, the two markets 
—— did business with an average of 1,366 buyers in Bangkok 
X inda 426 in Samut Sakorn. Throughout the country FMO- 
ted ports and markets handled a total marine catch of 
609,973 tonnes valued at Baht 5.3 billion (US$230.43 
B ilion — compared with the previous year a 10% tonnage 
Ee and 8% jump in revenue. The 1982 figures were 
952,576 tonnes and Baht 4.9 billion respectively. 

In Bangkok, in 1983, the catch was divided between 
buyer (70.28%), processing plants (25.21%), exporters 
A 35%) and others (1.16%) representing 108,054 tonnes 
(fresh marine fish) valued at Baht 1.6 billion. The buyer's 
share has then sub-divided into Bangkok retail markets 
. (36. 09%), provincial retail markets (21.89%) and cold 
storage plants (12.30%). The entire freshwater-fish catch, 
Janded at FMO ports, is channelled through the Bangkok 
- fish market. 

— A "Totals for 1983 were 3,006 tonnes valued at Baht 80 
— million, a decrease of almost 8% in tonnage and a revenue 
— drop of nearly 15% compared with the 1982 totals of 3,237 
— tonnes and Baht 94 billion respectively. Domestic 
| consumption accounts for about 80% of the total marine 
and freshwater catch. Distribution depends on value and 
— landing site. As a general rule high-priced fish flows to 
— high-income group markets such as Bangkok and Chiang 
Mai, lower-priced varieties go to local markets and low- 
_ income earners in the northeast. ` 
At present, distribution is inequitable as most of the fish 
is sent to the central and southern regions..Price is 
determined by seasonality, size and export patterns. In 
H terms of popularity the Indo-Pacific mackerel is in big 

- demand compared with the remaining 41 varieties of so- : 
_ ealled outstanding marine fish in the market. It is 
7^ categorised by size and averaged Baht 12 in 1983. Since 
x 1981 there has been a 33% average-price increase. Almost 

_ 40,000 tonnes of Indo-Pacific mackerel were auctioned at 
— Bangkok fish market last year or 37% of the marine-fish 

totals. 
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landings. The average price per kg was Baht 16. 8. 
Compared with 1982 the market handled 16,500 tonnes or 
16.3% of the total. Average price per kg was only 0.25% 
lower. Freshwater fish, almost exclusively for local 
consumption, has been going down in value over the past 
three years. In 1981 outstanding fish (eight different 
species) averaged Baht 23.14 per kg. In 1983 the figure was 
Baht 19.68. Simultaneously the catch also is decreasing — 
from 1,773 tonnes in 1981 to 1,155 in 1983. 

Problems of a slowly diminishing catch are beginning to 
make themselves felt. Principal among these is the effect of 
overfishing. Apart from a general decrease in the overall 
catch, more small-size — therefore low-value — fish are 
being caught: and with about 70-80% of the catch used for 
fishmeal and animal feed, the remainder is inferior in 
quality and often less in demand. Efforts to control the 
number of trawlers have not been overly successful. 

Contraction rather than expansion has been the trend in 
the private sector during the past three years. Despite an 
increasing number of trawlers, a volume jump in exports 
and doubling of cold-storage capacity in the past year, 
landings have definitely slowed down. There has been a 
decline in frozen-fish produce and processing operations 
have had to reduce their outputs by as much as 50%. 

The reasons for these contradictions stem directly from 
speculation in the past. At that time future predictions 
were so optimistic that a blind eye was turned to the real 
state of the industry. Profitability was quite high and, if it 
still continues to be now, the reasons are simply that many 
businesses have gone bankrupt and manpower has fallen 
by about 33% since 1981. There are about 500,000 
fishermen, 250,000 middlemen — fish agents, brokers, 
money lenders, processors, packers etc. — and 100,000 
workers in the cold-storage industry. 

Fishermen's living standards, though not high, are now 
generally much higher than their colleagues in other 
agricultural and even industrial occupations such as 
farmers, labourers and some civil service positions. 

Cooperatives have not met with success in Thailand: 
only 20 have been formed since 1975 and most have a 
nucleus of self-interest seekers effecting control, thus 
preventing benefits from accruing to every member. 
Among other factors the survival of the fishing industry 
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The United Nations' World Fisheries 
Conference convened in a year of far- 
reaching changes in Malaysian 
fisheries. Although stung by a 
confidential World Bank review last 
year of costly project failures over 
three decades (REVIEW, 21 June), the 
government of Prime Minister Datuk Seri Mahathir 
Mohamad had already reached its own conclusions about 
the industry's future and the upshot is that many among 
the 4.3% of Malaysia's labour force still absorbed in 
fisheries work will probably leave this sector by the end of 
the decade. 

With an estimated 800,000 tonnes of exploitable 
resources (500,000 of which are in  eninsular ui nii 














almost very 

channel. Although 
the government 
recognises the 
declinein w 
productivity it 1se 
making more 
headway on paper 
— feasibility 
studies, proposals, 
planning — than 
in practical 
application. 
Working with very 
small budgets it is 
hamstrung and has 
a fear of upsetting 
established order. 

In economic 
terms, the fisheries 
industry has 
contributed less to 
the national income than cr ops, livestock and forestry 
which together form the agricultural sector. In 1982 the 
fisheries contribution was Baht 14.15 billion or 1.7% of 
gross national product. However, in terms of real growth — 
using 1972 price as a base — a decrease of 11.2% was 
recorded compared with 1981 revenue. In 1983, the fisheries 
contribution came to Baht 14.998 billion or 1.6% of GNP 
which represented a growth rate of 8% compared to 1982. 

Exports, though down in tonnage in 1982, showed a rise 
in earned revenue of Baht 2.1 million from Baht 8.7 million 
to Baht 10.8 million. Frozen shrimp, cuttlefish, squid and 
octopus account for 50% of revenue, closely followed bv 
the canning industry (almost entirely tuna) accounting for 
40% of exports. Dr ied seafood and fishmeal made up the 
remaining 10% of Thailand's principal export produce. 

The significant export item has become canned tuna. In 
1983 the country became a leading world exporter 
competing with Japan. Almost theentireraw material was 
first imported — at times up to 90%. Thailand's major 
markets for frozen shrimps are Japan (7.715 tonnes, a drop 
of 37% compared with 1982); the United States (6,217 





Malaysia's marine food resources are counted among the 
world's 10-15 largest. The Mahathir administration wants 
them to receive hard-headed commercial exploitation with 
suitable economies of scale; if the government has its way, 
traditional fishermen (as the term is understood in 
Southeast Asia) could disappear within the next 

eneration. Thus, of three major benefits from Malaysia's 

isheries — food, employment and export earnings (M$202 
million [US$86.99 million] last year) — employment could 
take third place in the vears ahead: at present about 
115,000 Malaysians work within the sector, a figure that 
includes employment in fisheries-related activities such as 
boat-building, repair, ice plants, transport and marketing. 

The government's objectives are not new but its 
determination and strategies are. The new approach 
signals an abrupt reversal of three decades' nurturing of 
traditional fishing communities by successive Malavsian 
governments: for political and social reasons, small 
fisherman since independence in 1957 have received a 
plethora of direct and indirect grants, loans, capital 
expenditureon fish-landing facilities and social amenities. 
While concluding that under-capitalised traditional 

fishing should no longer be encouraged, the Mahathir 
administration has also decided to curtail drastically the 
public sector's role in marketing, fishing or support 
services. In part this decision follows from unimpressive 
public enterprise performance in direct fishing operations, 

in aparta also trom poor results from qn 
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a 13% de conomic Comin 
(2.553 toties, a 26% e 
varieties — are exported mainly to Japan, Singapore, EE a 
countries, Hongkong and the US. Fishmeal goes mainly to — 
Indonesia and the Philippines, canned seafood to the US — 
and Australia. E 
Thailand's major exporters and processors are the Thai — 
Seri Group which has its own fleet and operates D 
extensively throughout the country. Surapon, Chao Phrya, p 
Far East and Sinhu Cold Storage companies are the major — 
businesses. Of the registered companies only 50 are active, 
There are 40 canneries in the country, the major exporter 
being Unicord. Other leading companies are Pan Asia, TTT _ 
and Safco. The major fishmeal producer is S. E. A 
Pokphan. A sharp declinein this industry during the past 
two vears is indicative of the general trend. Exports u 
account for 60% of total production which was 96 million — 
tonnes last vear. $ 

































































fisheries and coastal aquaculture since Thailand 
has a coastline of 2,614 kms (more than | million ha) 

and another 500,000 ha of inland water resources "u 
However, drawbacks are numerous and the pace of change 
could result in a temporary depression of the industry 
before a balance between the marine decrease and the 
expanding aquaculture programme takes real effect 

Certainly there is no lack of planning on the part of the — 
government. In the three areas of fisheries production — 
marine, inland and aquaculture — foreign aid, both 
financial and technical, is continuing. In addition to 
foreign assistance there are currently 34 research station 
— 24 freshwater fish laboratories, 10 brackish-water and — 
two marine — which act as the technical arm of DoF. 3 
Aquaculture for export is a major item for the Thai 
Government. Currently, emphasis is placed on fish-seed 
production through research, experiment and genetic 
improvement of cultivated species, " 

Today only 1% of the coastal area is being utilised. 
Inland aquaculture is priority and most farmers are ; 
concentrating on achieving high yields of prawn and sea — 
bass. Unfortunately there isa shortage of seed supplies for 
all cultured species since techniques are still in the 
development stage. D 


T he future of the fishing industry lies in inland 


The World Bank study bluntly surveyed a record of 
"repeated failures" in cooperative-based marketing and 

equipment-procurement projects and while government 
sources protest this as too harsh a judgment, privately they 
accept the bank's view (that cooperative- based projects for 
“at least the past two decades” faced the “strong 3 
possibility" of further failure) as essentially correct. 

Measured by numbers of fishermen, traditional fisheries — 
remain largely confined to both coasts of Peninsular 
Malaysia. Despite the provision of government aid, they 
remain vulnerable to depradation of fishing grounds 
caused by close-in trawling (which disrupts seabed 
spawning grounds) and to trawler damage to fishtraps, 
buoys and other gear. 

In some areas near the Thai border on both the west and - 
east coasts, violence between Thai-crewed trawlers and _ 
local fishermen has become endemic; trawlers that one 
Malaysian fisheries adviser described as Thai "vacuum 
cleaners" seldom obey Malaysian laws designed to keep 
them well offshore, whereas peninsular East Coast 
fishermen in particular continue to be reluctant to put to 
sea overnight; most set out in the morning and return to 
their families by early evening. The result is predictable: 
considerable inshore congestion and frayed tempers in — | 
some areas. One Malaysian researcher reckons that, with 
Thailand's marine landings exceeding 1.5 million tonnes 
(well in excess of Malaysian landings), “atleast 10% of the — 
Thai take comes from our waters.” 25 

This goren style of opergnian remains one of gis s 







FISHING IN ASIA 


| more pronounced fisheries characteristics: moreover, 

E according to a growing body of studies, it isnow beginning 
'tooverstretch the fisheries resource itself badly. The World 
— Bank survey, for example, concludes unequivocally that 
- recent declining vields show a worrving erosion of the 

. resource base. 

— The REVIEW understands that, in another major policy 

— reversal, an as yet unannounced government decision will 

soon restrict all new concessionary government finance to 

~ purchases of vessels of at least 75 gross registered tons (grt) 

—— — a move that inevitably will channel finance to more 
pun capitalised enterprises. At present, no new fishing 

— licences are being granted for trawlers under 25 grt. If the 

1 government follows its new policies to their logical 

>! extreme, fishermen facing the end of their traditional 

livelihood will have two options: either to accept some link 

to a large commercial firm (perhaps as crews with a 

As financial interest in the expanded enterprise) or to become 












: too slow for Thai vacuum-cleaners. 


f ar mers in land-settlement schemes organised by the 

Federal Land Development Agency or by the Federal Land 

E earance and Rehabilitation Agency. (In Trengganu, for 

e xample, fishermens families have received land.) 

- The latter option has received strong endorsement by the 

"World Bank. For the country at large, the intrusion of 

| í trawlers into the industry (especially pronounced in East 

Malaysia) has had both beneficial and adverse effects. 

"Consumers of fish gain from assured supplies and 

from broader distribution, but regional fishing 

communities have faced physical disruption and many 

specialists believe the depletion of the resource base has 

accelerated. 

— In conjunction with its intention to revamp traditional 

- fisheries, the government also wants to boost other types — 

such as aquaculture or brackish-water fisheries — which 

—remain underdeveloped in Malaysia. Deputy Agriculture 

- Minister Goh Cheng Teik told the REVIEW in an interview 

- that “the potential for aquaculture is enormous" and he 

cited cockle-harvesting as another strong growth area for 
fisheries development. 

— At least four aquaculture systems have received some 

_ form of trial in Malaysia — raft. pond, cage and on-bottom 
culture; more than 12 species of finfish and a variety of 
species of molluscs and crustaceans ha&e also been farmed. 
In principle, few obstacles should impede more investment 
in these technologies: the country’s steadily tropical 
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Whether this is altogether a good idea, however, was 
queried in last year's confidential World Bank survey 
which stressed that “some caution is needed to ensure that 
theaquaculture-development programme does not become 
oWer-ambitious.” It also said that aquaculture faces 
"unresolved questions concerning husbandry practices, 
market demand prospects and economic viability." At the 
onset of the fourth Malaysia plan (1981-85), the 
government budgeted M$23.5 million for 2,500 acres of 
fish ponds, 1,000 cage of raft units and 1,000 cockle beds 
and a further M$10 million for freshwater fishponds and 
457 acres of brackish-water ponds for transfer to selected 
fishermen's families. 

Looking at the social conditions of Malaysian fishermen, 
thereis widespread acknowledgment that past government 
aid for traditional fishermen has resulted in a boost to their 
material livelihood — much neglected during the colonial 
era. The mid-term review says “about 45% of the total 
40,500 fishing households were 
estimated to be poor in 1983" — a better 
estimate than three years earlier. The 
government cites special poverty 
alleviation projects by the Lembaga 
Kemajuan Perikanan Malaysia (LKIM 
— the Fisheries Development Authority 
of Malaysia) as having lifted monthly 
household incomes — now averaging 
just M$200-400. The much-maligned 
cooperatives also can take some credit 
for uplifting fishermen's conditions 
(REVIEW, 31 Aug. '79) though it is widely 
accepted that this was achieved without 
much efficiency. 

“The reality of [fishermen's poverty] 
israther grim — but there is hope yet," a 
Universiti of Malaya post-graduate 
researcher concluded in a compendious 
1982 study of poverty among fishermen 
in Peninsular Malaysia. Agreeing with 
the World Bank, this economist said: 
“The greatest problem confronting local 
fishermen, particularly those on the 
West Coast, is the steady depletion of 
inshore marine resources . .. the most 
critical area is the stretch from Pangkor 
Island to Penang which, incidentally, 
has also been the zone of greatest tension and conflict." 


weighed down LKIM with broad (some say 

contradictory) objectives. These included setting up 
networks to buy, store, auction, retail and even export fish 
as well as providing credit facilities and directly operating 
trawling fleets. "Such broad objectives left (the agency] 
with an identity crisis," one researcher has commented; 
"small fishermen came to see [LKIM] more as competitor 
than as benefactor," another source suggests. In one area of 
Trengganu, for example, one government department was 
teaching brackish-water techniques to fishermen while in 
a neighbouring area LKIM was building its own brackish- 
water complex. The load had become too great by the 
end of the decade: in 1979 the parliamentary auditor- 
general discovered fiscal irregularities in LKIM's 
management. 

There are two federal statutes governing marine 
fisheries: the Merchant Shipping Ordinance (which 
provides for licensing fishing boats) and the Fisheries Act 
(which licenses fishing gear and regulates fishing 
practices). Government fisheries administrators have 
become concerned at the number of vessels seeking licences 
over the past decade and they are giving renewed attention 
to keeping down the fishing-fleet size. Yet these objectives 
.clash head on with many poverty, gueyt apoie 


T" 0 be fair, the government during the 1970s 
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though Malaysia prohibits trawling n^" nm 

number of boats working inside the delimited zone has 
shot up because of concessionary boat purchase and other 
schemes — thus defeating the purpose of the trawler 
exclusion. 

Yet even enforcement of these rules by the Agriculture 
Ministry's fisheries division often comes to naught. 
"Trawler prohibition within an area does not 
automatically induce fishermen to liquidate their fishing 





SINGAPORE 





By Lincoln Kaye 


When Sir Stamford Raffles first set 
foot on the island in 1819, the main 
traces of settlement were in the form 
on nearly 200 fishing villages. 
Nowadays only a handful of these 
villages are left, facing early 
dismemberment. 

The largest — in Upper Serangoon — is engulfed by a 
massive new housing estate. Boats may no longer offload 
their catch in the cheerful pre-dawn jumble of its cramped 
roadhead: they must go out of their way to a spanking new, 
wired-in government wharf 3 km to the north — in line 
with Singapore's modernistic image. 

That image, plus hard-headed economic calculations of 
comparative advantage, have led to an explicit policy of 
dismantling Singapore's capacity to supply its own food 

needs since First Deputy Prime Minister Goh Keng Swee 
took over in January as head of the primary production 
department. Goh, principal architect of Singapore's 
explosive post-war urbanisation and industrialisation, 
argues that chronically scarce land and labour resources 
are better diverted away from farming and fishing. The 
gross domestic product gains thus realised would leave à 
surplus even after importing such substitues as frozen 
meats and seafood. 

Not that Singapore produces a large proportion of its 
seafood consumption, anyway. 1983's 12-year record catch 
of 19,099 tonnes represented only 30% of Singapore's fish 
requirements: and it looks like the local fishing fleet is 
bumping up against its capacity limits given its severely 
limited fishing grounds. With a range so restricted, local 
fishermen can make do with the motley flotilla of aging 
scows rather than going in for more capital-intensive 
methods. 

At the latest census, in 1980, fully 81% of Singapore s 
2.800 fishermen were either self-employed or worked 
unpaid on family vessels. But their earnings were among 





the lowest in the self-employed category. Mean income for 


the occupational class that includes self-employed 
fishermen stood at just 63% of the mean income for self- 
employed workers overall. In fact, fishermen earned 20% 
less than Singaporean workers generally. 

This income differential — widened since then as a result 
of National Wage Council pay rises for salaried workers in 
theearly 1980s — seems bound to take its toll on the fishing 
population. Already at the last census, fishermen 
comprised less than one quarter of 1% of the workforce 
and, on a crude weighted mean basis, their average age was 
13% older than that of the workforce as a whole. More 
attractive opportunities elsewhere in the labour market 
and government social engineering away from primary 
production seem likely to accelerate the dwindling and 
greying of fisherfolk. | 
But A catching fish seems to be a dying trade i in 
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units — especially [when] no alternative means of 


Fishermen are 13% older, 
earn 20% less than others | 





employment are open to them,” a Malaysian researcher a 
commented. “Not surprisingly. a great deal of illegal and? 
destructive fishing takes place.” One recent newspaper l 
report suggested that nearly a quarter of Perak state's . 
estimated 10,000 fishing craft are operating unlawfully. 
Rules about mesh size of nets and age of fish caught meet 
similarly low levels of compliance, resulting it 

considerable catch wastage oO 
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Kelong catch: they may be by-passed. 


Singapore, fish farming might be coming in for some 
heightened attention. Traditionally the island has been 
fringed with kelongs, or fish-rearing pens. But 
Singaporean operators are disadvantaged, compared with 
their counterparts in neighbouring countries who enjoy | 
cleaner water, better access to breeding stock and | 
economies of scale. Local kelongs could lose even then 
advantage of direct access to the Singapore market if 4 
plan goes through to ship live seafood directly from the 
large-scale fish of Kukup, in neighbouring Malaysia il 
A new, high-technology version of aquaculture, j 
however, has got the government interested enough to take 
up a minority interest, through the state-owned National 
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Iron and Steel Mills (NISM), in a $$50 million (US$23.36 
million) state-of-the-art prawn farm at the site of the 
defunct Pasir Ris beach resort. 

The government's partners in the venture are Chicago's 
F. R. Prince Co. and the W. R. Grace conglomerate, whose 
Hawaii prawn farm is the project's prototype. NISM 
engineers are still weighing the feasibility of the venture 
which aims for a 70% survival rate of prawn eggs 
(compared to 10-20", now realised at commercial prawn 
farms). O 


PHILIPPINES 


Treading water 
with difficulty 
By Joe Galang in Manila 

mc Fishing is one of the many industries 

| in. ig the Philippines currently finding it 
; : increasingly difficult to keep its head 
above water in harsh economic 
weather. The crunch came after three 
devZluations of the peso against the 
United States dollar and a massive 
soaking up of excess liquidity in the financial system. This 
was necessitated by the government campaign to secure 
new foreign loans, but is choking the flow of funds to such 
sectors as the fishing industry. 

Perhaps the most dramatic impact here has been made 
by the big increases in prices of petroleum products, 
normally comprising about 40-50% of the industry's 
operating costs. The proliferation of motorised fishing 
vessels among both commercial and small-scale fishermen 
has made the industry vulnerable to oil-price changes. 
Such factors are expected to depress further the industry 
which in recent years has already been suffering. For 
instance, the financial statements by the top five 
commercial fishing companies filed with the Securities ' 
and Exchange Commission show that 
higher revenues are no guarantee of 
profits. 

Of the five — Frabelle Fishing 
Corp., RBL Fishing Corp., Mar 
Fishing Corp., Frabal Fishing and Ice 
Plant Corp. and RJL Martinez 
Fishing Corp. — three incurred 
aggregate losses of P36 million (US$2 
million) which wiped out the 
combined profits of the other two, 
amounting to only P5.3 million. 
However, there is no lack of hope over 
long-term prospects. The fishing 
industry — contributing more than 
US$ 1 billion, or 4.5% ofthe country’s 
gross national product, every year 
and accounting for 5% of the labour 
force — has total available resources 
far exceeding land-area resources. 

Fish production has been growing 
at an average rate of 5.5% a year, 
according to the Ministry of Natural 
Resources. Estimated at some 1.2 
million tonnes in 1973, fish catch had 
risen to about 1.9 million tonnes by > 
1983 and production is targeted to eat 
grow to about 2.6 million tonnes by : 
1990. ' 

More than 75% of total production 


54 








- 
Š 
E 
: 
" re 
M ^ 
n - 
y 
h 
» 
UP 
e. 
$ : 
^ 
.- t- 
p 
- 
- 
» 


fs J i- 


3 
‘sar 
= K p 
LJ 
"Lae Se 
a4 a 2 


E^ “te 


"Te o 
i 


p RT 
p UU. ln cw 
Routine aquaculture: now to polyculture of milkfish and prawns, 


x p y ay L2 WORSE -- ear 
has been from marine areas. The declaration of the 
Philippines' exclusive economic zone covering 
marine waters extending 200 mis from its shores is 
expected to boost investment and trade potential in the 
local industry. However, the problem of poaching in 
Philippinefishing waters by foreign craft, particularly from 
Taiwan, is expected to remain despite the new Law of the 
Sen. The share of marine fishing in total production 
(estimated at some 76% in the early 1980s as against more 
than 90% until the late 1970s) is expected to continue 
falling. In 1978 a total of 2,132 commercial fishing vessels 
with a gross registered tons (grt) of 103,078 tons were 
registered. The vessels' sizes ranged from 5 grt to 1,000 grt, 
with 95% below 100 grt and about 81% below 50 grt. 

Commercial fishermen have been asking for relief from 
certain taxes and licensing fees which they claim are 
discouraging further investments in the sector. But the 
Ministry of Natural Resources insists that the increase in 
the number of commercial fishing vessels and tonnage 
alone signified that investors were still willing to enter 
commercial fishing despite the levies. With the recent 
reorganisation of the Ministry of Agriculture and Food to 
equip it better for the thrust into massive y Aena 
oriented economic programmes with huge financial 
assistance from the World Bank, the fisheries sector, now 
under its regulation, should benefit tremendously. 

Aquaculture covers production from freshwater and 
brackish-water fishponds, lakes, rivers, reservoirs and 
more recently rice paddies. Advances have been noted 
particularly in the culture of milkfish and prawns which 
can be raised in the same environment, also known as 
polyculture. However, the now defunct Fishing Industry 
Development Council noted that this type of aquaculture 
was not yet widely practised in the Philippines “due to the 
extra capital and operational inputs required and the need 
for specialised technological practices." The council 
expressed optimism that polyculture would be pursued in 
earnest in the future, given the attractive profitability that 
it offers to fish farmers in terms of dual yields from only 
one fishpond area. 

Of more immediate problems affecting the fisheries 
sector, the high cost of fuel appears to be the most serious 
and the industry has long been clamouring for rebates 
equivalent to the tax portion of the fuel retail prices. 
However, the government does not appear ready or able to 
grant the request. J 
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| With the 1 ,250-mi long Irráwaddy. aia 
many other smaller rivers and with 
numerous creeks, canals, lakes and 
ponds of various sizes in its 261,000 
mi? land area, tropical Burma is well 
suited for a thriving inland-water 
fishing industry: According to an 
Asian Development Bank (ADB) estimate, Burma 
possesses about 20 million acres of inland-water spread 
available for inland fish production and barely 10%, 
according to one estimate has been exploited so far.  . 
Burma has another natural advantage: a 1,768-mi-long 
coast line ideal for development of a modern marine fishing 
industry. ADB estimates that marine fisheries sector alone 
has a potential of producing about 1 million tonnes of. 
pelagic and demersal fish annually. 
. Inland fishery resources long have been exploited by 
local fishermen using non-mechanised boats and more or 
less traditional fishing gear and methods of cat¢éh.A _ 
fisheries act, passed in 1975 restricting the size of mesh i in 
nets and other fishing implements and banning (in certain 
cases) the catching of fish by bunding and ladling, has been 
improved since with the addition of new provisions such as 





prohibition of the use of pesticides in pn and of fishing | 


in certain areas during the spawning season. 

The Fisheries Department, set up in 1948, oversees. the 
work of an estimated 80,000 private fishermen and 652 
fishing cooperatives (with 57,000 members) to ensure that 
they abide by fish-conservation laws. At the same time, the 
department helps them with annual sales of fingerlings — 
mostly of fish of the Indian major carp family — and 
familiarises them with modern techniques. 


The possibility of exploiting vast offshore fish resources 


was recognised in the 1960s when poaching (mostly by 
Thai and Taiwanese fishermen) became widespread. The 
general feeling in Burma was that a well-developed 
marine-fishing industry with a strong fis] | 
national need, both to keep out foreign poachers and to 
boost fish production for domestic consumption and 
export. The government accordingly set up in 1972 the 
People's Pearl and Fisheries Corp. (PPFC) as à state 
economic enterprise to undertake this job. Asits name 
implies, PPFC is also required to operate pearl fisheries (in 
southern Burma). 

PPFC since has beefed up its fishing fleet and acquired 
other facilities to modernise its operations with aids and 
loans from various foreign sources; ADB, Britain, 
Denmark, Norway, Australia and UN agencies. In 1974, it 
bought from South Korea 13 285-ton trawlers with a 
US$9.8 million loan from the ADB. In 1978, it launched the 
first fisheries-development project with a US$68.3 million 
investment, US$26 million of which was financed by the 
second ADB loan. Under the project, outboard engines and 
fishing nets were imported for mechanisation of boats used 
by artisanal fishermen along the Tennasserim coast. 

Also imported were trawlers and trawler-cum-purse 
seiners, fish-collecting vessels, refrigerated and service 
carriers, insulated trucks and chill cabinets. Shore _ 
complexes including refrigerators and fish-processing 

. facilities, also were set up as were fish ponds, fish. PNE 

~ anda fish-hatchery centre. | 
| In addition, PPFC acquired in 1978 a rawler ci 
i : ! sel and a 50-tonne | 














textiles, electrical goods and patent medicines) to 


| PPFC, cooperatives and private fishermen ~~ is of 
: E at 631 ,300 tonnes of which oniy about 7 


























fitted with acoustic fish: finding equipment inda an e 
sounder is now used to assess the potential of shrimpst 
on the Arakan coast. PPFC next took a £8. 76. maion 
from the Midland Bank (London) to acquire 23. boats 
comprising glass reinforced plastic shrimp traw ers 
100-tonne burden-front ramped ferry, a 100-tonne€ 
store and a 72-tonne-a-day ice plant. 

Following this, PPFC took two loans totalling Kr 
million (US$23.8 million) from Denmark in 1980 w 
were used for setting up a number of ice plants ard 
stores in Arakan. At the same time, PPFC took a Kr 1« 
million loan to finance purchase of fish and shrimg 
trawlers, carriers and floating dock. From Australia 
received a US$11.36 million loan for development « 
fisheries in the Irrawaddy delta. UN agencies also 
with a US$600,000 grant for making a scientific asse 
of Burma's fisheries resources. The agencies also 
helped PPFC set up three fisheries-training cenires 
— one in Rangoon and two in Moulmein in south 
Burma and Hainggyi island in the Irrawaddy delta — 
train skippers, engineers and other marine-fishing 
personnel. 


ost of the equipment and facilities acquired I 
M these aids and loans are now im operation. 1 
1983-84 (ending 31 March), PPFC employ: 
trawlers and 45 carriers for coastal and offshore fi 
but this fleet was apparently of a size capable of co 
with only 13 of the 113 fishing blocks (of 30 mr 
which Burmese territorial waters have been divic 
means that a vast area of Burmese waters is still © 
poaching by-foreign fishermen. In 1983, Bur 
patrols captured 59 Thai fishing vessels foun 
with their crews of 512 men. The value of these ves 
the catch they were carrying was US$3.5 million. 
A development in recent years is the smug 
Burmese fish to Thailand by Burmese operators, TH 
people fish in Burmese waters and take their catch ti 
Thailand to exchange for manufactured goods (such 
























smuggled back into Burma. In 1983, naval patrols | 
64 such smuggling vessels with their crews of 331 1 
In 1983-84, PPFC S catch from. marine aim A be a 











bought fish and. pr awns shed -rárh privaté c fish 
and fishing cooperatives to whom it supplied —at] 
official prices — imported fishing gear and outboard- 
motors. 
The Fisheries Department maintained 261 acres off 
ponds in 1983-84 and distributed 9.6 million fingerling 
private and cooperative fishing concerns as well as 
individual fish breeders. Private and cooperative fishi 
enterprises worked 3,570 inland leased fisheries during | 
year and produced 66,800 tonnes of fish. 
Total production during the year from BM Sources —~ 
















100 ix 
For the current year (1984-45) offici 
4 b 153,840 tonnes of fr esh-w. 
312,000 tonnes of marine fish. 
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FISHING IN ASIA 







By Jayanta Sarkar in Calcutta 
"ecc India's fisheries resources are severely 
| he under-utilised as a result of low 

aay investment and lack of infrastructure. 
Its annual fish landing of 2.6 million 
tonnes (1983) makes it the eighth 
largest fishing country in the world 
. and it is the world’s top shrimp 
"exporter. Yet the industry is basically traditional and 
| di sorganised. There are few processing facilities and most 
of the catch is marketed fresh. 
_ With an exclusive economic zone of 2 million km?, 
‘the potential yield is estimated at 4.5 million tonnes, yet 
only 1.5 million tonnes were harvested last year..Inland 
Waters are said to have a potential of 4 million tonnes but 
‘Only 1 million tonnes were landed. The lack of available 
data on fish movements offshore has forced most fishermen 
to coastal areas. Although India has a sprawling coastline 
of 6,536 kms, overcrowding has become a major problem 
"and has led to violent clashes between trawler operators 
—and traditional fishermen. 
Legislation (which is outdated) and administration of 
the fisheries sector are largely in the hands of state 
governments, which have tried to resolve clashes of interest 
by demarcating areas for different classes of operator. 
Motorised boats have been ordered not to ply within 8 kms 
"offshore, but enforcement of such rules is slack. 
— Nearly all India's fishing population of about 6.5 million 
(2595 female, 37% children), or a little less than 1% of the 
"total population, have stayed firmly wedded to traditional 
equipment. Motorised boats do not number more than 


































SF | LANKA 


- By Manik de Silva in Colombo 
-f Sri Lanka's Finance and Planning 

i vp, Minister Ronnie de Mel told a recent 
2i 2 t. BZ meeting of the country's provincial 
Jé TPE soe ff tt 1 administration chiefs: “In comparison 





with the vast investment that the 

| A z government has made in irrigation 
L and in other infrastructure required to 
support agriculture, our investment in the development of 
"fisheries has been ludicrously small." 
— Less than 1% of the government's total capital 

" expenditure has been allocated to fisheries in an island 
—nation whose people have long preferred to eat fish rather 
than meat, he said. Yet a reasonably successful 
_ implementation of a five-year fisheries-development plan 
E» has just been completed and a second plan 

T À i unched. 

_ Sri Lanka's primary fish resources lie on the continental 
. shelf area, a narrow strip of ocean floor rarely exceeding 25 
, misát its widest. That is where the main fishing effort is 
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headway made during the period of the first plan was the 






Madras beach: is a must. yap gaa 
20,000 and represent about 5% of the fishing craft in use. 
Trawlers number only 135 (including about 85 chartered 
foreign vessels) against nearly 3,600 in a considerably 
smaller maritime country, Taiwan. The government has 
introduced schemes to encourage indigenous manufacture 
of trawlers and motors, but to little avail. Several big 
companies, both Indian and affiliates of foreign companies 
such as Tata, Hindustan Lever, Union Carbide and Ralli, 
have backtracked on plans to start deep-sea fishing which 
is also hampered by the lack of processing facilities on 
shore to convert trash fish from trawler catch into fishmeal. 



















In a land of fish eaters only 1% 
is budgeted on fisheries 





concentrated with about 70,000 small-scale fishermen 
operating about 28,000 boats of varying sizes. 

A wide open area for development is the deep sea. As 
Minister of Fisheries Festus Perera (who grew up ina 
fishing village) said, considerable offshore and deep sea 
areas remain under-exploited. 

The problem is the area beyond the range of medium- 
sized boats but is still within the country's 200-mi 
exclusive economic zone. That needs large and 
expensive ocean-going vessels and levels of investment 
completely out of the reach of the ordinary fisherman. The 
government does not believe that the state should invest in 
a capital-intensive and technologically advanced 
industrial fishery and looks hopefully for foreign 
collaboration with local capital to exploit the deep-water 
resource. Although attractive tax incentives have been 
offered, development in this area has been disappointing. 

The Fisheries Ministry freely admits that most of the 
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Inland fishing has not come up to expectations, catering 
toa highly priced elastic domestic market. Construction of 
river dams and barrages and water pollution from 
discharge of industrial effluents have affected fish 
production. Fisheries have not been exempted from land- 
holding ceilings, fixed by state governments, and the 
permitted size does not always make them viable. Fishing 
during the breeding season is banned in a few states. Ther 
is a vast potential for aquaculture — about 2.6 million ha of 
estuarine and brackish-water areas are suitable for fish 
cultivation including prawns. But only about 35,000sha 
have so far been utilised. 

The picture would have been gloomier but for the 
remarkable strides India has made in the export of frozen 
shrimp which alone has pulled exports up more than six- 
fold in terms of quantity and more than 90-fold in terms of 
value in 1961-62 and 1983-84. Japan is the largest 
market, absorbing 75-80% of the exports in terms of value. 
The United States comes a poor second with 9-12*5. This 
pattern of trade has its disadvantages. Besides coping with 
the caprices of a near-monopoly buyer, India has to 
contend with the mercurial yen-dollar exchange rate (all 
Japanese sales are in US dollars). From a little more than 
US$14 per kg at the beginning of 1984, the price of frozen 
shrimp had dipped to around US$11 by the end of May. 
And with countries such as Taiwan going all out to capture 
the Japanese market, the message is clear: India must try to 
diversify. 

Export growth has fluctuated wildly from year to year. 
In 1983-84 shrimp exports earned a record Rs 3.71 billion 
(US$ 322.61 million) against Rs 3.61 billion in the previous 
year, but the unit-value realisation was down to Rs 40 per 
kg (against Rs 46). Also, the shrimp boom has left the 
domestic market high and dry. Fish prices in general are 
rising fast. Per capita consumption now stands at a miserly 
3.7 kgs, but in the rural areas it is far lower. Most 
importantly, the bonanza has stirred up interest in 
government, banking and business circles about the 
potential of the fishing industry. The spin-off to the small 
fishermen is also substantial, even after the middlemen 
have had their cut: many companies which have 
withdrawn from fishing now buy supplies from the 
traditional fishermen for processing and eventual 
export. OJ 


result of mechanisation; and, despite very high fuel costs, 
there will be no going back on mechanisation. According to 
official figures, the state invested Rs 160 million (US$6.4 
million) during the first five-year plan subsidising 
mechanised craft: 5,448 such boats together with nearly 
8,000 inboard and outboard engines were issued but fuel 
costs are hurting, especially the small fishermen. 

Over the years the government has followed a policy of 
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Giant catch landed in Pakistan: fatter than the men who caught it 
PAKISTAN 


-— o up 
on poachers 


By Mohammed Aftab in Islamabad 
Pakistan's fisheries industry suffers 
from problems of bac kwardness 
bureaucracy, ignorance — and 
exploitation by the emerging nouveau- 
riche entrepreneurs. The country's 
Arabian Sea coast spans 527 mis and 
its exclusive economic zone (EEZ) 
measures 105,400 mi?. Some 85% of the potential resources 
in the EEZ have been neglected by Pakistanis because of 
lack of equipment. But part of that potential is now being 
exploited by foreigners. 

The Rome-based Food and Agriculture Organisation 
(FAO) and the United Nations Development Programme 














subsidising the cost of fully equipped boats, meeting 
between 35-50% of their cost. Fisheries cooperatives, set 
up to help poorer fishermen, qualify for higher rates of 
subsidy than individual boat-owners. However, the 
omnipresent mudalalis (indigenous financiers) have 
tended to benefit more from subsidy schemes than the 
fishermen successive governments have wanted to help 
Perera, who married a fish-mudalalis daughter, knows 
the mudalalis role all too well. 

Inland fisheries are an area on which the authorities 
have been concentrating in the recent past. Sri Lanka's 
irrigation reservoirs and other fresh-water bodies cover an 
area of around 350,000 acres, while there are 300,000 acres 
of lagoons and other brackish waters 

Alongside several programmes of stocking ponds and 
fish culture, 90% of the capital cost of boats and gear for 
inland fishing are paid by government to practising 
fishermen. A range of subsidies rising to 50% also is 
available for investment in ponds for fish culture. 
Processing plants are being set up in the country's dry zone, 
where large irrigation reservoirs built by the ancient 
Sinhalese rulers are ideal inland fisheries grounds. 

Part of the development effort also has been aimed at 
improving the quality of life of the fisherman: if he owns 
his boat, he often owns consumer luxuries such as a TV set 
and a vehicle. But those exploited by mudalalis — working 
on boats they do not own on a shared-catch basis or whose 
catch is already pledged before the nets are drawn 
remain poor. Perera estimates that the proportion of well- 
to-do vs poor fishermen is approximately 50:50. E 
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(UNDP) have assisted in surveys of Pakistan's marine — 


reso 


affecting them. 

Large-scale fish exports are still new to Pakistan, but 
possibilities are opening up of exports to the oil-rich Gulf 
and the Middle East, besides the traditional markets of the 
United States, Britain, Western Europe and Japan. 

There are 205,000 active fishermen, according to the 
Marine Fisheries Department. About 85,000 are engaged in 
marine fishing while the remaining 120,000 work on inland 
waters. The fishing fleet is 17,829 strong, most of the vessels 
being sailing boats. Pakistan's traditional trawlers exploit 
coastal waters only to a depth of 10-50 ms and are mostly 
engaged in shrimp trawling. 

The Ministry of Food, Agriculture and Livestock 
estimates the 1983 fish production to be 345,187 tonnes, of 
which 285,681 tonnes would be from marine sources and 
59,506 tonnes inland. Production was 2.3% up from the 
1982 catch of 337,289 tonnes. Exports rose 19.5% from 
19,341 tonnes in 1982 to 23,112 tonnes in 1983. However, 
owing to lower prices, the value of total exports declined 
from US$74 million in 1982 to US$68 million in 1983. 

Pakistan's top 10 importers of seafood and fish were (in 
descending order): Japan, the US, Britain, Hongkong, 


and have recommended an annual catch of up to 
450,000 tonnes without eating into the stocks or adversely 


Dubai, Belgium, France, Singapore, Bahrainand South. — — 
Korea, Nearly all frozen and canned fish isexported; while — 
98.5% of processed fishmeal is used within Pakistan for 
manufacture of poultry feed. Canning is fading out because 
of the high import cost of cans and also because frozen 
shrimp is preferred by consumers in Western Europe and 
the Far East. 

Pakistan had 44 fish-processing plants in 1981 — all 

rivately owned — with an installed capacityof 545tonnes 
a day. The number was down to 28 in 1982 and the daily 
production capacity to 384 tonnes. All plants were 
operating at less than 20% of their installed capacity 
because of poor management, cash-flow problems and 
smaller catch while newly arrived foreign vessels now 
transfer all their catch to their home countries directly. 

Joint ventures are generally started by local 
entrepreneurs and more technologically sophisticated 
foreign companies, mainly from Singapore, South Korea, 
North Korea and Taiwan. While the foreigners provide the 
capital and equipment, Pakistanis get the government 
licences and permission to launch joint ventures: 
foreigners cannot get such licences. In this way, Pakistanis 
tend to become sleeping partners in these business deals: 
the Pakistani partner gets a small portion of the profit, 
while the bulk is absorbed by the foreign collaborators. 





AUSTRALIA 


Small industry, . 
big contribution 


By Jacqueline Rees in Canberra 


Australia's fishing industry is small 
but diverse and currently undergoing 
a major shake-up. The gross value to 
Australia was only A$442 million 
(US$371.42 million) in 1982-83 or 
0.15% of the gross national product: 
total agricultural production was, 
A$14.75 billion or 5%. 

Although the fishing industry's contribution to the 
national economy is small, its export percentage is 
proportionately higher than that of most agricultural 
products. Exports for 1982-83 were A$369 million (value 
added). In 1982, Australia's consumption of fish was 16 kgs 
per capita: by comparison, Australians consumed 49.7 kgs 
Of beef and veal per capita. The most recent figures show 
employment on commercial fishing boats, in general 
fisheries and on oyster farms increased from only 16,500 in 
1968-69 to 20,806 in 1978-79. In 1980-81, the number of 
people employed in fish processing was only 3,700. 

Those engaged in (highly diversified) fish harvesting 
range from small family concerns (which merely catch fish) 
to large company operations which integrate harvesting, 
processing and marketing activities. According to the 
Industrial Assistance Commission: "The diversity of fish 
harvesting is partly a reflection of the differences in 
biological behaviour, location and abundance of the 
various species. It also reflects the wide range of 
regulations covering fishing imposed by governments and 
their agencies." 

Japan takes most of Australia's prawns, 87% of the 
harvest and 89% of the total value of prawn exports: thus, 
the welfare of the fishery depends to a large extent on 
Japanese market prices. Australia is third largest supplier 
of prawnsto the Japanese after India and Indonesia. Prices 
peaked in Japan in November 1982, but weakened in the 
second half of the fiscal year. The strength of the 
Japanese market early in the vear affected Australian 
exports to its second-largest customer, the United States, 











so that in 1982-83 Australia exported only 503 tonnes of 
prawn valued at only A$6.2 million to the US — half of 
prawn exports to the US in the previous year. 

Other Australian fisheries did not fare so well over the 
past year. Abalone production dropped 12% to 6,247 
tonnes and the value of production was A$20.5 million, 
75% of the previous year’s value. To a certain extent this 
reflected a fall in Japan's total abalone imports in 1982-83 
— of which Australia supplies 90% — which fell 37% on 
the previous year and wholesale prices dropped 10%. 
Gemfish supplies, in particular, have fallen recently — 
dropping 14% in 1983, with fishermen turning instead to 
more lucrative catches like prawns and scallops. 
Increasingly, Australian fishermen are using multi- 
purpose boats which can convert between prawn and fish 
trawling, tuna poling and fish trawling and scallop 
dredging and fish trawling. Apart from depleted stocks, 
the local industry is having problems with the domestic 
market, too. Prices are good — up 13.1% in 1983 compared 
to 12.2% for the entire food group — but some Australian 
fishermen find it hard to compete with imported fish. 

Thesector of theindustry facing most turmoil at present 
is tuna, especially 
the southern 
bluefin tuna (SBT) 
fleets. Total tuna 
landings dropped 
in 1983 from 21,700 
tonnes in 1981-82 
to 21,300 tonnes, 
but the catch of the 
endangered SBT 
rose 1,500 tonnes. 
Total value of tuna 
caught during the 
1982-83 period was 
estimated at A$13.1 
million. In the past, 
Australian-caught 
tuna was canned 
and sold in local 
supermarkets, but 
increasingly 
fishermen are 
turning to export, 
especially to Japan 
where the fish 
brings a high price 
on the sashimi 
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' get thebalance. rei 
inma anp f up to US$1 million a year, | 
g to one conservative estimate. : = 


estimated 17 foreign trawlers operate in Pakistani 

's. Anumber of them have been charged with violatin 
nis of joint ventures and the licence by fishing inside 

ne 3 ¿coastal belt which is reserved exclusively for 
kistani fishermen, mostly operators of small boats. - 

< There have also been widespread allegations that, though 

` permitted to.catch only fish, foreign trawlers have been 

: netting shrimp, often making the operation of local 

> trawlers unremunerative or impossible. Foreign - 
trawlers are also accused of employing ingenious means of 

. driving locals away from preferred fishing grounds. 

. That the government is now dealing with the poaching - 
problem is evident from a recently enacted law which 
provides confiscation of the poaching vessel, a fine of 

.U8$120,000 and a five-year jail sentence for the captain. 
While marine fisheries, because of its export potential, 

-has undergone a process of commercialisation and the 
people involved in the business are organised enough to 
make their voice felt to some extent, inland fisheries 





market. Tuna exports to Japan rose from 523 tonnes valued 
8tA$410,000 in 1981-82 to 2,266.5 tonnes valued at almost 
A$3 million in 1982-83. "e a 
Late in 1983, Primary Industry Minister John Kerin . 
announced new interim management measures for SBT 
including a national quota of 21,000 tonnes. Of this some. 
- 15,000 tonnes could be caught in the eastern sector of the 
. fishery and 4,000 tonnes in the western sector, with the 
remaining 2,000 tonnes held as a reserve quota for special 
use in both western and eastern sectors. A permanent 
management plan is scheduled for introduction in October. 
this year and is expected to contain even more restraints. 
Australia takes an estimated 43% of the world SBT 
catch, Japan 36% and New Zealand 1%. According to the - 


Department of Primary Industry in Canberra, the Japanese | 


take less than 10% of their SBT catch in Australian waters 
but, like all foreigners licensed to fish in the Australian 
zone which came into effect in 1979, they are subject to 
conditions requiring regular reporting of their catch and 
effort. | 
. All foreign fishermen in Australian waters have to abide 
_ by stringent regulations on gear they can use and where 
they can fish. They must report their position every two 
days; their catch including weight, number and species, 
every six days; keep detailed log books, and allow | 
Australian observers on their boats at any time. In - 
addition, all Taiwanese boats have to report for inspectíon 
before they start fishing in Australian waters and before 
they leave them. | 
Australia has had trouble with unauthorised Taiwanese 
- boats entering its waters especially to steal the giant clam 
| — a protected species — from the Great Barrier Reef. 
Despite increased aerial surveillance and heavy penalties 
including confiscation of boats, Taiwanese poachers still 
roam the reef waters. 
Peter Pownall, Canberra-based fisheries industry 
consultant, believes the days of small independent 
operations, the backbone of the Australian industry in the 
past, are numbered. He told the REVIEW that the | 
. sophisticated business and marketing methods and 
. considerable financial backing needed to survive in the 
highly competitive prawn-traw] and tuna sectors of the 
industry were beyond the means of the average small 
boatowner. 
. Asaresult, vertically integrated companies doing their 
-own processing, marketing, building and operating their 


own boats had been the most successful in the industry: 
















marine and the inland sectors and will help meet both 






' processed in New Zealand. 
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mbering some 4-5 mil 





plan (1983-88), which will cost US$37 billion, provi: 

US$55 million for development of fisheries. The plan 
hope that the present annual fisheries production of 
345.187 tonnes in 1983 will rise 23.7%, to 427.000 tor 
by 30 June 1988. Production gains are expected both int 










domestic demand and increase in exports. 
The plan recommends introduction of mechanised bo 
and fishing gear; adoption of efficient fishing technology; 
establishment of fishing harbours and landing facilities; 
larger credit extension; impetus to developtnent of inland 
fisheries; extension of new technology to fishermen and 
aquaculture farms and improvement of marketing facilitie 
also envisages institutional support programmes, includin 
education and training of fishermen, strengthening of — 
research and survey facilities and enhancing manpower 
capabilities. All laws concerning fisheries will be revis 
obstructions to private enterprise removed and the 
industry deregulated, the planners vow. El 

















NEW ZEALAND 

















“A bucket of worms, the like of 
few fishermen have ever seen,” is he 
one commentator recently described 
New Zealand's fishing policy. It 
an apt comment for an indus 
undergoing rapid change iy 
i both fishermen and the govern 
are having trouble keeping their feet. ME 
Fishing in New Zealand traditionally has been d 
small operators, often owning only one boat of about i 
working the inshore areas for the local market, But in 
past 10 years — and particularly the past five as the ? 
exclusive economic zone (EEZ) has been brought under 
New Zealand jurisdiction — the industry has become | 
increasingly orientedtowards exports and accounts for 1 
of gross domestic product. ae 
Exports jumped from 14,000 tonnes (processed weight). 
worth NZ$20 million (US$12.12 million) in 1973, to | 
131,000 tonnes, worth NZ$309 million or 4% of total | 
exports — in 1983. Most of that growth has been since 1971 
when jurisdiction over the EEZ was declared: Exports we 
34,000 tonnes that year, worth NZ$64 million,  . i 
Of the exports, the overwhelming bulk goes to Japan ` 
(NZ$84 million in 1983), Australia (NZ$62 million) and: 
United States (NZ$77 million). But that does not tell the 
whole story of the international destination of New 
Zealand fish since it includes only fish packed and 











































A good deal of the fish caught in the deep-water fish 
part of the EEZ goes direct to the home markets of fo 

operators licensed to fish there. An estimated one-t 
the fish caught in the EEZ is taken by foreign-licensec 
vessels, which:pay a fee to fish quotas dictated by the 
















r ee es rand don shar * has Es T 4% to. 
'hile that of foreign-licensed vessels has dropped 
| Nee 3576. Joint ventures include charters 












































V. 100% o6 New Zealand firms. Some two-thirds of Jis 
; | New Zealand catch - — inshore and EEZ — is 


: Quotas. for foreign- licensed vessels have been 
rogressively reduced. From October the government 


fined to that area after the Afghanistan invasion. It is 
ea of difficult weather and sea conditions and the 


ces — — Claim it is uneconomic to fish there — at least WO 
intend to repatriate the fish for processing. 





somesuccess. Sometwo-thirds of all fish is processed 
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 meteoric rise in importance as an. 
-export earner: until the end of the past 
| decade fish exports mainly consisted 
| of a few bags of tropical ornamental 
fish, while 60,000 Fijians guzzled 

| J tinned fish imported from Asia 
South Africa at a cost of F$10 million (US$9.35 


That situation has changed dramatically. Last year 
ports of. fish canned at Levuka by the Pacific ed E 


i ter sugar and gold earnings. This year canned-fish 
ports are likely to. reach F$20 million eee the 


i nce. 
B t the odio ti fish clanking off the line at Levuka has 
et Ahem ie any ly prized fish | in canned- fish oo 






ends to phase out all licences outside an area to the south 
ew Zealand known as Area Repeat. The Soviets were. 


e and South Koreans — the other foreigners with 


i Zealandisation | has been applied to pr ocessing, 100; 


| y and c a minimuni of 35% of foreign-licensed catches. 





| Fili s fisheries industry i is cond for its 
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T h big ieee of New 
Z ealand domestic fishing, Sanfords and Sealord which are 
well established and the country's biggest conglomerate, 
Fletcher Challenge, a recent entrant through the purchase 
SH J ay bel, 

Deep-water quotas for New zealand operators have been 
confined to these three companies (which got 64%) and six 


. others. Small operators were excluded, leaving them with 
only the increasingly hard-pressed inshore fishery: some 


93% of domestically owned fishing boats are less than 

18 ms and they are overwhelmingly small operators. 
A change in eating habits which doubled local 

consumption of fish — from 7.58 kgs a person in 1973 


. and 15.56 kgs in 1983 — contributed to the industry's 


growth. 

The result was such serious overfishing of the inshore 
fishery that many fishermen face ruin. The government 
legislated new powers to control the fishery under 
management zones and this year suspended all new rural- 
bank loans. Some estimates of the cutback needed in ` 
number of fishermen range up to 40% — the fishing - 
industry board estimates at least 20%.. 

In desperation, fishermen are demanding that the 
government buy them out, on the grounds that the 
government was responsible for encouraging too many 
into the industry. The inevitable cutback will reduce 
numbers in the industry which employs some 3,200 in 
catching and about 4,000 in processing. g- 





quality available: and C. Itoh's involvement ensures access 
to the Japanese market. 

Local fishing is an industry remaining completely in 
local hands, much of it carried out in small, open wooden 
boats and 25-35 ft launches operating in coastal areas over 
coral reefs. Some 1,600 small licensed craft land about 
4,500 tonnes of fish annually.In recent years the 
government's Fisheries Department has been striving to 
boost catches by providing specially developed 28-ft 
fishing launches, gear, ice- making facilities and back-up 
advisory services. Commercial fish production and the 
number of fishermen has increased by 15% annually for 
the past four years. 

Japan has supplied Fiji with millions of dollars worth of 
aid for local fisheries development, ranging from training 
courses and research on prawn culture to the supply of 
50-ft refrigerated ships which carry fish from outer-island 
collection stations toSuva, Lautoka and other major urban 
markets. Fishing by illegal means, in particular the use of 
dynamite and a native vegetable poison, duva, which wipes 
out all life in an area saturated with it, is taxing coral 
ecologies. Australia has financed researeh on this question 
for Fiji and a report due to be completed this yearis — . 
expected to be of interest not only to Fiji but to all Pacific. 
island governments troubled by dynamite fishing. 

Fiji is a strong supporter of the Forum Fisheries Agency, 
the regional institution set up by Pacific island states to 
claim and police millions of miles of tuna-rich grounds 
where i decay i South Korean, Taiwanese and American. : 
n ate without 




































When Tigers Fight by Dick Wilson: Pen- | p: 


guin Books. £2.95 (US$3.90). 
Miracle at Midway by Gordon W. 
Prange. Penguin Books. £5.95. 


hen death and destruction occur 

on too large a scale, the human 
imagination is numbed. It is easier to 
grasp the horror of a murder of one 
family than the genocide of a nation; 
large numbers are simply too abstract. 
“One of the most mind-boggling 
slaughters in recent history was the 
Sino-Japanese war. Officially 2.5 mil- 


lion soldiers died; if one includes civi- | 


lians, 10 million people lost their lives 
and 40 million became homeless. 

As Wilson rightly points out in the 
introduction to his book, much has 
been written about the political and 
diplomatic aspects of the warin China. 
We know less about the actual fighting 
and Wilson ably fills in the gaps. He is 
at his best in analysing ; the extraor din- 
ary brutality of the war. Of course, as 
Japanese like to say in their own de- 


fence, all wars are brutal. But some, 
nevertheless, are more brutal than 
Cruelty is especially apparent | 
; always | e i 
more loathsome than the heathen. Al- D 


others. 
in civil wars —— the heretic is 


though the Sino-Japanese war was not 


a civil war, it bore many of the same | ' 
the Chinese were i 
sometimes as brutal to each other as 


marks. Mor eover, 


the Japanese were to them, partly be- 
cause regional differences were such 
that fellow Chinese could seem to be 
almost as foreign as the Japanese. 
Despite their great differences, the 
Chinese and Japanese have much in 
common. Japanese traditionally re- 
garded Chinese as their cultural mas- 


ters and always had respected the - 


great continent's power. When .the 
power faded and China was overrun by 
barbarous foreigners, Japan had no- 
thing but contempt for its old master. 
The ferocity of Japan's attack was 
partly an expression of glee at kicking 
the giant while he was down. But 
Japan also saw itself as a kind of 
brother whipping its way ward sibling 
into line. 


The massacring of civilian popula- . 
tions had little to do with Japan's mili- - 
tary aims. It served no purpose but to . 


offer frustrated and brutalised Japan- 
ese soldiers a chance to act out their 
darkest impulses. 
foreign observer as saying that the Ja- 
panese army was "not a colonising 
force, but a looting-and-raping expedi- 
Hon | in | the tradition of the Huns and 





Wilson quotes a- 
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panese pehdvtaur in China is the Nan- 


jing massacre, vividly deseribed by 
Wilson: about 40,000 unarmed Chinese 
civilians are said to have lost their 
lives. Although the highest generals, 
such as Iwane Matsui, , were dater 
blamed and punished for these and 
other atrocities, their personal in- 
volvement was only indirect. Their 
crime was to have looked the other way 
when it suited them. The common sol- 
dier, usually a poor farmer bullied by his 


superiors, was allowed to loot, rape and 


kill Chinese by way of compensation. 
Brutality invited brutality in return 
and, as. happened elsewhere in Asia, 


the Japanese made themselves hated 


wherever they went. Their orgies of 
sadistic violence did more to pull the 


Chinese people together into a more or 
less united front than anything else. - 
| This. front would. have 


been even 
‘chad it not disintegrated so 
qui kly into warring factions, mainly 
Kuomintang vs.communists, Neverthe- 
's5, the Japanese lost the war 
d with what seems in hindsight 
ous over r-confidence. oe une 























a alt ihe Je apanese in voter miuus 
ar such as the Battle of Midw ay. 


Japar se "imperial Navy had duoc to 
confident about: after sinking half 





| the United States Pacific Fleet at Pearl 
Harbour and takin g much of Southeast | 


Asia with. the minimum of effort, the 


invasion of the Midway atoll seemed a 
piece of cake. 


The Japanese, led by Adm. Isoroku 


Yamamoto, hada complicated strategy 


according to "which they would take 
Midway and wipe out the remains of 
the American fleet at the same time. If 
everything went according to the Ja- 
panese scenario, the US fleet would 
show up after Midway had fallen; it 
would not stand a chance against the 
vastly superior Japanese task force: 28 
American sur- 
face warships 
against 88. Ja- 
panese ones. So 
confident were- 
the Japanese, 

that they. hard- 
ly. bothered to 


train their pi- 
lots — a dif- 


batch 
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the Japanese plan, things did gets 








in iheir Japanese way, 
pended on predictability. IH the 
cans would not behave accord 
the Japanese plan things 
rough, but nobody expecte 
happen and besides, in the 
Vice- Adm. Ichiro Sat to, "ther 
fighting spirit in the Americ 
dier." Of course, as we now ali 
Americans did not behave: 

















































- Japan lost four carriers, u fü 
cruiser and more than 300 airera 
and the American soldier did 
fighting spirit. 

Even after sustaining heavy I 
the Japanese were still strong 
to take Midway. They decided t 
because it went against textbook: 
dom to fight land forces with 
vessels. Ás Prange says: 
perished on the altar of dogma 
panese opportunity to pulveri 
way..." Was this doctrinaire 
-this total inabil- 
ity to improvise 
cultural? Most 
probably, ves. But 
not all Japanese of- 
ficers were as rigid. 
Much of the blame 
must lie with: 
Yamamoto him- 
self, who = not 
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as ‘Prange b 
also rather out of 
touch with modern 
strategy. 

Prange, who died 
in 1980, obviously 
knew his stuff. His 
prose, however, is 
less felicitous. 
There are too many 
“razor-sharp minds" and 1 
“heady euphoria.” And one gets: 
of having submarines deserip 

"deadly silver fish." Still, 
plenty of fascinating informatio 
interesting to know, for instan 
a crashed but still intact Zera-f 
in the Aleutians offered the Am 
cans enough clues to build the Gry 
man F6F Hellcat the first; 
craft to offer any challenge to 
legendary Japanese fighter. 
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By Colin James in Wellington 


to bite the bullet of economic 
| Wi realism with the change of gov- 
ernment in the July snap election and a 
0% devaluation of the New Zealand 
dollar on 18 July (REVIEW, 26 July). The 
wew Labour government of David 
ange is talking of a three- to five-year 
urnaround, in the early part of which 
here will be some difficult adjust- 
ents. In the longer term, New Zea- 
. will be moving towards a more 
economy, freeing itself from im- 
t licensing in favour of tariff pro- 
on and acting to remove agricul- 
rotectionism. | 
ju iment will in the short ter m 
freeze which ended in Feb- 
‘inflation had dropped to 3.5% 
e 12 months ended 31 March, but 
s already climbing rapidly by the 
uarter, in which a 2.25 rise was 
ed.. Although outgoing Prime 
ster Sir Robert Muldoon was fore- 
g a 5% rate for this calendar 
most economists were putting the 
much higher — around 8% and 
ng into double figures next vear. 
devaluation is expected to add 
»tothat. | 
£ rates also are expected to 
th wake of the Labour govern- 
's removal of interest-rate con- 
als, also on 18 July. An initial rush of 
oney back into the country in the 
«e of the devaluation at first re- 
ced short-term money rates, but ex- 
ctation of higher inflation is likely to 
ll interest rates back up again in the 
t few months. 
-In addition, the government now 
faces problems in controlling the 
money supply. Already, M3 money 
supply has grown at a mini-boom 
rate of 17% in the 12 months to 31 May 
and private-sector credit at 20%. 
Without early government interven- 
on — in the form of a bond issue to 
mop up surplus liquidity or tighter re- 
uirements for banks to invest in gov- 
nment stock (already tightened ear- 
this year), there is a danger of a cre- 
blow-out. Early indications were 





sue both avenues. 

the incoming government has 
unions that wages cannot rise 
ich Wages had | been frozen Since 














ew Zealand at last may be about. 





it the government, which was due to. 
office formally on 26 July, will. 


government was working towards 
agreement with emplovers and unions 
for a qualified return to free wage 
bargaining next year, within agreed 
parameters, and the incoming govern- 
ment has similarly talked of a need for 
wage agreements to be made within 
limits agreed on nationally among the 
government, the unions and the em- 
plovers. 

During the election campaign 
Lange went further, twice specifically 
telling groups of better-paid workers 
they could expect nothing in the early 
stages of his government and at one 
point saying that if there was not vol- 
untary restraint, the government 





Lange: ready to bite the bullet. 


would be prepared to regulate wages. 
He and his economics spokesman, 
Roger Douglas, have made clear a pre- 


ference for redressing what they see as 


intolerably low wage levels for the 
lowest-paid through tax changes — fi- 
nanced with savings from the devalua- 
tion. 

These savings are likely to come 
principally from the abolition of ex- 


port tax incentives, now thought to- 


cost upwards of NZ$400 million a vear. 


The Labour Party has long advocated - 
| to the- 
across-the-board incentives to focus 


devaluation in preference 


export activity on local resource- 


based industries. And in any case, New | of. 
Zealand has been under pressure — | 
nom Australi n les. 


and the 

































































through the General Agreement on 
Tariffs and Trade — to abolish the in- 
centives, The outgoing government 
had already committed itself to their 
replacement with a series of other 
measures, but had made pleas for more 
time. 

There also will be some savings from 
a diminished need for supplementary 
minimum payments (price subsidies) 
for pastoral products, which account 
for about two-thirds of New Zealand's 
exports. Supplementary minimum 
payments cost NZ$350 million in the 
vear to March 1983. "e 

The savings are to some extent offset 
by costs, both in servicing interest on 
foreign debt and in under writing as 
forward exchange guarantees given by 
the Reserve Bank, on government in- 
structions, when the dollar came under 
pressure after the election was an- 
nounced on 14 June. The cost of the 


||| guarantee has been calculated by the 
j Reserve Bank at NZ$240 million. Tàk- 
Jing into account a net cost of NZ$110 


million for increased payments for 


| government imports and increased 
| | debt-servicing 


costs, minus lower 
supplementary minimum payments, 
the total net cost to the government 
comes to NZ$350 million — before 
abolition of export tax incentives. 

. This indicates that the government 
does not have much fiscal room in 
which to move. It inherits a budget 
deficit of about NZ$2.5 billion this fis- 


. cal year — about 7% of gross domestic 


product. It has promised gradually to 
bring this down. 


ne of the ironies of New Zealand 
polities is that as prime minister 
and finance minister, Muldoon 
bitterly resisted devaluation despite 
repeated advice from his officials — 
including advice to devalue by 15% on 
18 June and by 20% after the election 
on 14 July. Muldoon has called the 18 
July devaluation “disastrous.” Yet in 
1967, as a newly appointed minister of 
finance, he won plaudits for firmness 
and willingness to take tough decisions 
when he devalued the currency by 

18.554. zo 
The ironies do not end there. The 
Lange government's removal of Mul- 
doon's tangled: web of interest-rate 
contr ols isa rever sal of the usual roles 
i er rvative), govern- 
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regulations. Douglas is committed to a 
free money market to reduce distor- 
tions and his ideas are shared by the 
main decision-makers in the new 
cabinet — notably Lange himself and 
David Caygill, the trade and industry 
spokesman. 

In opposition, the Labour Party also 
criticised Muldoon's wage and price 
freeze as wrong-headed because it in- 
troduced distortions into the economy 
and brought down inflation "artifi- 
cially,” though not ina true and lasting 
way. Labour's own three-month price 
freeze. imposed on 18 July when de- 
valuation was announced, is intended 
only to prevent profiteering from pre- 
devaluation imports and to give time to 
put together a more lasting package. 
Douglas' avowed intention is to move 
away from price controls and he has 
talked in more orthodox terms of hold- 
ing inflation by setting — and sticking 
to — money-supply targets. 

Douglas also has argued for a more 
open economy internationally. The 


TUS ETER — 
"aiti Tt e 
TRELEPEREE R i T 


Ru 


$ 
$. 
"| ! 
E 


wear. Some 25% of all imports are still 
under licence — most of that in raw 
materials and components for New 
Zealand ee 

Douglas also has talked about a need 
to broaden the tax base and personally 
favours an assets tax. But the party has 
rejected that, contenting itself with 
promises to reform income tax to 
favour lower and middle incomes and 
reward shift work, overtime, part-time 
work and secondary employment, to 
“remove the anomalies in sales tax,” to 
“review the present structure of com- 
pany tax” (mainly to eliminate double 
taxing of profits at the company level 
and in’ private shareholders’ di- 
vidends). and to crack down on tax 
avoidance and tax evasion. 


he party's policy does allow for 
active intervention by the govern- 


ment in investment, in particular 
loans and grants by the government to 
selected industries, principally through 
the state-owned Development Finance 
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Parliament and government executive block: power to intervene. 


party in opposition supported the 
Closer Economic Relationship, or CER 
(the free-trade treaty with Australia 
signed in 1983) and has supported an 
agreement obtained by the outgoing 
government with manufacturers to 
abolish import licensing over the next 
few years and move to tariff protection 
only. In an interview with the REVIEW 
on 20 July, Lange listed as one of the 
new government's priorities action on 
agricultural protectionism. 

The official party policy, however, is 
cautious on import licensing. saving 
that "any change must be gradual" and 
that "in some circumstances import 
licensing will still be needed, particu- 
larly to preserve employment." Indus- 
tries in this category include car as- 
sembly, textiles, clothing and foot- 
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Corp. Industries to be helped will be 
chosen, according to the policy, by an 
industrial development board which 
will differ in its functioning from the 
existing Industries Development Com- 
mission (IDC) by concentrating on in- 
dustries with development potential 
rather than: industries in difficulties, 
as IDC reports have. 

Priority is to be given to job-rich in- 
dustries which offer export potential, 
import savings or an improvement to 
the infrastructure and where "there is 
some form of market impediment or 
state ownership of the resources in- 
volved.” Particular attention has been 
paid by Labour spokesmen to adding 
value to local raw materials. 

Throughout the election campaign. 
Lange and other Labour leaders re- 
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fused specifics on economic policy and 
the official policy was widely criticised 
for its vagueness. Labour's answer is 8 
"summit" of sector groups for August 
or September. much like that held by 
the Australian Labor government in 
April 1983. This fits Labour's stated 
aim of reconciliation and consensus 
Lange gave a preview of that mode of 
operating when he summoned key sec- 
tor heads to a meeting onlv minutes 
after officially announcing the devalu- 
ation. 

Subsequent comments by those who 
attended gave Lange high marks for 
clarity and understanding of the fac- 
tors and expressed eagerness in public 
to cooperate with him. As the Employ- 
ers Federation's Garry Tait said on 
radio: "Lange was pretty impressive . 
there's a completely new look taking 
place .. . [the summit] is going to bea 
completely democratic open forum .. 
and we're enthusiastically looking for- 
ward to that conference.” 

The two problem points are the same 
as they alwavs have been: investment 
and the balance of payments. Although 
total investment has been creditable. 
economists criticise the distribution as 
being heavily in property and non-pro- 
ductive avenues and too little in pro- 
ductive and especially export- 
oriented — avenues. There is also dis- 
quiet about the amount of investment 
in big energy-based projects, which 
are seen as having crowded out invest- 
ment in small, job-rich ventures. 

Recent estimates bv the Treasurv of 
foreign-exchange earnings or savings 
from the so-called "think big" projeets 
show a 20% drop on the amount esti- 
mated in 1982. The balance of pay- 
ments has been worsening, even during 
the world recovery. In the vear to the 
end of May the deficit on current ac- 
count was NZ$1.46 billion, a sharp de- 
terioration on the end-April year-on- 
vear figure of NZ$1.25 billion. The fig- 
ure for June is said to be even higher 
and forward projections are for a NZ$2 
billion deficit by around the end of the 
year. 

This all adds to borrowing. which 
rose by NZ$1.71 billion during the 
election campaign to cover a heavy 
outflow of funds in fear of a post-elec- 
tion devaluation. Public- and private- 
sector overseas debt is now estimated 
conservatively at about NZ$16 billion 
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- a colossal increase from NZ$? bil-. 


lion at the end of 1975. With a debt- 
service ratio now of 25-30", the new 
government faces a severe test of eco- 
nomic management. New Yosk—based 
rating agencies Moodies and Standard 
and Poors are currently reviewing New 
Zealand's credit rating but are waiting 
to see what steps the new government 
will take. Moodies rating is Triple A 


and Standard and Poors, Double-A 
Plus. o 
63 









































Iai Clad i in Kuala Lumpur 


wo old antagonists managed to 
surprise Malaysians recently: the 
argest private-sector trade-union 
grouping, the Malaysian Trade Union 
gress (MTUC), and its opposite 
number, the Malaysian Employers 
"ederation, publiclv agreed that Ma- 
ysia's largely British-derived trade- 
on laws must change. But the 
janimity goes no further than recog- 
sing the need for change. Govern- 
ent-sponsored amendments to the 
at the upcoming October par- 
nentary session are widely believed 
be inevitable. but the form these 
d take attracts very different sug- 
ns from unions and emplovers. 
'esulting discussion has pushed 
ion affairs once again into the 
ght — most recently unions had 
l attention by opposing some of 
government's “privatisation” 
(REVIEW, 20 Oct. 83). The debate 
has enlivened the run-up to a 
postponed meeting on 24 August 
Malavsia’s highest industrial-rela- 
: forum, the National Labour Ad- 
Council, a largelv moribund po- 
setting body combining govern- 
ployers and unions. 
ind talk about new laws (which 
les unease at parliament's cut- 
in July of maximum court- 
d ¿compensation in accident 
3) Hes an increasingly weak trade- 
i movement. Only 17% of Malay- 
5.8 million workers belong to the 
ntry's approximately 330 unions, 
even that percentage 1s dropping: 
dence shows union members re- 
ing largely male and aging, while 
e workforce grows younger (with 
eof Malaysians in the 15-34. age 
roup) and more female in its composi- 
ion. (The government's “female 
abour- force ai en rate for 






























































































| 59% bs 1985, while the Pda 
um egate rate will rise to 45. 8% yin the 
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the MTUC ad its public- -sector 
ego, Cuepacs [the Congress of 
nsin Public and Civil Services] as 
rdy non-achievers,” said one senior - 
abour Ministry source: “The national 
eadership sees.the unions playing 
Lanier ‘based on eee colonial 
















eryone is agreed that the time has come for a new 
le of workers’ organisation — but what and how? e 


Do unions have a future, in the face | 
of government disdain and demo- 


graphic trends? The cynics think not. 
For a start, only a few unions have 
built up viable cooperatives or group- 
pension schemes — despite a history in 
many cases dating back to pre-inde- 


pendence times and comparative free- 


dom to organise. Only a few have 
pooled their members' resources suc- 
cessfully for welfare objectives, and 
even some of the exceptions have occa- 


sionally come to grief — as recent alle- - 
gations of misconduct against the | 
management of a National Union of | 


Teachers cooperative illustrates. 


More important, critics say, unions - 
still have not developed uniform wage- - 
negotiation criteria for collective | 
agreements negotiated with employers | 
every three years using consumer price - 
index (CPI) movements as the basis of | 
bargaining. (Failing agreement, the | 
wage claim normally goes to the Indus- | 


trial Court. which usually grants 60% 


of the CPI increase plus other benefits.) | 
Disparities between deals struck by |. 


the "aristocrat" unions (such as the 


National Union of Commercial Work- | 
ers) contrast sharply with other wage - 
awards: in 1982, for example, clerical | 
workers in some plantations saw their .| 
monthly wage award slashed by 23.8% | 
while, in the same year, a small number | 
of transport workers pulled: inwagein- 


creases of 12-86%. 


Other high achievers include. the 
bank-employee unions, whose per- 
formance has kept pace with, or in | 
some cases outrun, the CPI. On the | 
| workers. Another fast-growing sector 

is professional and technical employ- 


other hand, the country's largest union 
— the National Union of Plantation 


. Workers (NUPW) — has failed over the | 


past 18. months to win plantation em- 
plovers approval for a minimum 
monthly wage: at present rubber tap- 
pers earn just M$4.30 (US$1.84) a day 
with a small (M$45 a month) cost-of- 
living allowance. 


verall, the picture looks very uneven 
for Malaysia's organised labour: 
unions rarely win substantive gains, 


even in response to non-wage demands | 
— such as tougher sanctions against | 


lack of safety precautions (50 people 


were killed in industrial aecidents in 
1983 alone). Other grievances include | 
periodic breaches of child-labour laws - 


and immigrant (chiefly Indonesian) 


plantation labour — which, according 
to the MTUC, depresses plantation 
wage levels. “The movement has gone | 
| increasingly on the defensiv | : 


raditional po 
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is growing at just 1,5% while urban 
labour will.have grown by nearly 5% 
by the end of 1985, according to gov- 
ernment data. 

The official continued: "At the same 
time, unions are not capturing new 
members in sectors where employment 
has been growing. It’s the classic 
squeeze play.” Job openings in the con- 
struction sector, for example, grew at 
nearly 9% during 1980-83 — vet gov- 
ernment data show just four construc- 
tion-sector unions counting between 
them. a meagre .1,900. members 
throughout Peninsular Malaysia. 

Another area foreclosed to unionism 
is government services, which ac- 
counted for 34% of new jobs during 
1981-83. The 100,000 or more electro- 
nics-industry workers also. form a 
large pool of potential members — but 





for the past seven years the authorities 


have resisted registration of an ap- 


propriate national union for these 


ees — who increased by 5% during 
1981-83 — but they also (with the ex- 
ception of some commercial-worker 
categories) remain deaf to the unions' 
appeal. 

Reinforcing these workforce 
changes is increasing pressure from 
the government of Prime Minister 
Datuk Seri Mahathir Mohamad for 
wholesale changes to old-style un- 
ionism. The prime minister makes lit- 
tle secret of his impatience with colo- 
nial-era unionism, : preferring instead 
Japanese-style "in-house" unions for 
both new. and existing industries. 
While some in-house unions in Malay- 
sia pre-datethe prime minister's advo- 
cacy (such as those.at Rothmans, Dun- 
lop Industries: and. Genting Bhd). the 

t eà pele in i three 























i Mer company- 3based' organi- 
‘law asit is now written en- - 
courage: larger. rather than staller | 


unions. 

The government própoutids 
theory that, in tandem with manage- 
ment, in-house unions can gradu- 


ally lose their blinkered obsession with : 

un re-negotiating collective agreements | 
for higher wages without commit- | 
> ting their memberships to correspónd- - 
ing productivity increases. The general : 








perception is that in-house unions, 


"A especially in the public sector, make | 
for a tamer workforce, but there is also | 
evidence pointing to quicker Mesa | 


P pid in the new system. 


P enior union officials contacted by |. 
2 )the REVIEW made some surprisingly | | 
T blunt rebuttals of this view of their | | ^: 
In submissions sent to | | 





3. i usefulness. 
— Mahathir in June, for example, the 
-` MTUC levelled a broadside ag 







1980 amendments to the trade-union - 


n Union that gave au nd of Tran 





ee The MTUC also vais a Ai 


hour, five-day work week and urges | |: 
: Malaysian 
labour laws to Sarawak and Sabah | | 
(which the government has agreed to | | 
do later this year). "Although the [de- | 
registration] powers have never been | | 
actually used," MTUC secretary-geti- | | 
. eral V. David told the REVIE w, "they | | 
< amount to a hovering threat above our | 
heads, hindering workers’ right. totake | |. 
' David | 
also had some tough criticism for De- | 


extending - Peninsular 








action to defend their interests." 


puty Labour: Minister Datuk Zakaria 


Abdul Rahman; he said Zakaria is | |: 
"trying to split the labour movement ` 


by urging Malays to form their own 
exclusive unions." 

While Cuepacs president Ahmad 

Noor did not go this far, he did say that 

the present laws, and especially the 

1980 amendments, “stifle the trade 

unions, weakening their ability to plày 

the role of equal partner." Ahmad said 

. union responsibility comes through an 

. absence of restrictions and he urged 

the government to empower Cuepacs 

to negotiate collective agreements for 

its civil-servant members. Cuepacs 

and the MTUC are currently negotiat- 

ing for a merger — : Cuepacs affiliates 





left the MTUC in 1980 — but sources in | luos : 
: [o groupings ; aer admitted 





the existing ^ Trade Unión Ordinance 7 
M apenas more government: eed : 
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ve The Gidip s i profit äter transfer to fleet * 
“© reserves and after taxation, bu ( 
A extraordinary itom Hip ve 


"c The Hongkong. aM Kowloon Wharf and 

ao Godown Company, Limited, a 44.5% 

., + owned associate of the Group, has 

PME changed its financial year end from 31st 
_, December to 31st March and has  ; 

reported results for the fifteen-month | 

period ended 31st March, 1984. 









"cents for 1982/83. 











" Operating profit. 








.. Fully diluted earnings per ordinary share 
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Earnings per ordinary "TN aiti. | 
taxation but before extraordinary items * 
"s  wete 43.3 cents compared with 30 9 


(Summary of of Results 


t F or r the year ended 3 Ist March 


|: : Share of profits less losses, 
d sof Associated Companies. 
"Profit before taxation d 


9M Profi t after t taxation © 
m Ex traordinary items | 
i Profit attributable to. aharenaiiers 
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To o: Dividends per ordinary share 
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The cued r recommends payment of. 
“dividend of 7.5 cents per ordinary 
“whid together with the interit 
dividend of 4.5 cents paid in Fi 
will result in a total d 
s rr ended 31st March, 1€ 

cents per ordinary share. 







* -As of 31st March, 1984, the Group $ 
total indebtedness was reduc ub 

26% in comparison to that 

The ratio of the Group's of 









































a. farther jeduct tion fion ihe ratio 


of 
33% at 31st Marchi, 1983. ES 


The Board announces corporate 





1984 
aie. quu 375.8 
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dna Carewi in. Sydney 


stralia's merchant banks, buffet- 
d by recent erratic foreign-ex- 
ge movements, face new chal- 
'es when the trading (commercial) 
ks start to compete for short-term 
sits. From 1 August on, they are 

















less than 14 days, which means they 
be competing on the merchant 
ks’ patch. 

Merchant banking in Australia is no 
nger the rosy life it once was. Trading 
ianks have been the winners in the de- 
egulation stakes while authority to 
ade foreign currencies has not 
rought great profits to the merchant 
anks. The Australian dollar has been 
avaged by the still-climbing US dol- 
lar, and at the same time, the local cur- 
rency has fluctuated wildly, exacer- 
bating the risks in foreign exchange. 
Some merchant banks reportedly have 
een badly burned in their foreign-ex- 
ange dealings in recent weeks. The 
ipportunity, however, to take a posi- 
jon on the widely predicted New Zea- 
and dollar devaluation in mid-July 
brought welcome profits for many. 

As well as treading a rocky road in 
oreign exchange, merchant banks 
iave had to cope with negative funding 
rgins during much of this year — a 
sharp contrast to the profitable trad- 
g climate.of declining interest rates 
n1983. Now they must deal with the 
prospect of a further squeeze on mar- 
E as banks compete for the same de- 










































Bank offices in Sydney: a new area of competition. 


ne arena e.. 


alaian will mean a fight for business for Australia’s 
rchant banks and some may not survive 


ee to pay interest on deposits taken . 


Darling. and Co. which sold its cash 
















sit market has been well flagged. | 
The Campbell Report, released i 
November 1981, spelled out how. 


ago, the treasurer of the then Liberal. 












its activities into four. core divisions ~ 
concentrating on trading. (securities, 
futures, foreign exchange), à property 
fund, corporate services and invest- 
ment management. Chief executive 
Brian Gatfield said: “Schroder Dar- 
ling is prepared for a deregulated mar- 
ket and started planning major 
changes to its business in 1982. The 
company recognised that the banks 
would come to dominate term lending. 
Merchant banks stil] reliant on loan 
margins and funding spreads will be 
run over." 

À number of merchant banks remain 
sanguine ahead of deregulation be- 
cause they believe the trading banks 
will not want to pay high interest rates 
on short-term deposits to the extent 
that it adversely affects their cost 
structure. They also point out that the 
banks have been in the overnight mar- 
ket indirectly for years through their 
próperty companies. 

But the more worried merchant 


banks feel that. the commercial banks 


willhave the edge because of the great- 


er security they offer in depositors’ 
. eyes through their central-bank sup- 


port and the protection of their depo- 
sits under the Banking Act. Also, with 
banks. freed from government con- 
straints, the raison d'étre for a number 


| of merchant banks evaporates. Mer- 
Bank access to the short-term depo- | chant- banking subsidiaries of Austra- 
lian banks will find their parents free 
n | to do what they do. Diversification and 
innovation have been the merchant 


deregulation would evolve. Two years | banks’ 


life blood. Now the t 
ban ks are freer to follow suit. 


trading 


government, John Howard, reduced | 


the minimum term for bank interest- 
bearing deposits from 30 to 14 days 
making the next step inevitable. : 

Merchant banks have been talking of » 
new niches and new directions over the 
past 12 months. Gloomy comments : 
that there are too many merchant. 
banks in the market have not deterred - 
new entrants. About 60 merchant 
banks report to the Reserve Bank, the 
central bank. Those under the darkest 
cloud are those which have concen- 
trated on lending, operating as quasi- 
banks. Consequently, investment 
banking and activities generating fee- 
based income have become the goal. 
The worry is whether everyone will 
find a slot. 


erchant banks have been diversi- 

fying in recent years — into cash- 
management trusts, fund manage- 
ment, international arbitrage, trade fi- 
nance and physical foreign exchange. 
Some which had opened cash trusts 
during the peak of that boom (when in- 
terest rates took off two vears ago) 
have since re-assessed their decision 
and sold out. An example is Schroder 



























c ertainly, any illusions that foreign- 


exchange trading would be a money- 


|] spinner for merchant banks have been 
shattered in recent months. 


The au- 
thority to trade foreign currencies for 
many merchant banks serves as an ad- 
junct to other services, desirable as 
part of a range of services offered to 
clients rather than as a day-to-day 
trading operation. 

So far the Reserve Bank has not in- 
tervened to support the vulnerable 
local currency. Central-bank interven- 
tion has never been proved to be a suc- 
cessful way of reversing a currency 
trend, though many believe that a level 
of 80 US cents: A$1 could prove a test- 
ing psychological barrier for the au- 
thorities. An alternative to currency 
intervention would be to push local in- 
terest rates higher, but the federal gov- 
ernment is. unlikely to encourage 
moves in that direction with an elec- 
tion rumoured to be in the offing. 

Australia has an advantage in that it 
is still perceived. as an attractive in- 
vestment climate, which suits the con- 
tinuing need do pipet CA to 
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Alongside large French banks, U.B.A.F. groups 
26 leading institutions which represent the 22 Arab 
countries. 

Our institution may rightly boast: 

- an active presence in the main financial 
centres, through its shareholders, its branches and 
its affiliated banks, allied with, 

- in-house expertise in foreign trade trans- 
actions and a wide experience in financial and 
monetary operations. 

Which assure U.B.A.F. priviledged admission all over 
the world! 

And makes us your ideal business partner 
for your trade and project financing needs ! 
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Branches: Paris -Bahrain - Toky: 
Singapore. 


Representatives offices: Beirut 





Affiliates: Bahrain -Hong Kong -London 
Luxembourg - New York -Roma 





190, avenue harles-de-taulle 
92523 NEL ILLY CEDEX FRANCI 
Tél. (1)738.01.01 - Télex 610 334 UBAFRA 













































































liaries, are unlikely. to be dures 






litically and economically stable. 
areholders, though, will be looking 
a continued return on funds and the 












e-assess direction. 
Most have been. doing so, honing in 








rying to be all things to all clients. 
rans City, for example, has made a 
liberate shift to focus on financial 
es, as opposed to its previous 
ad range of futures trading. 
lays Australia has diversified into 
'stment management, while the 
onwealth Bank's 51%-owned 
ian. European Finance. Corp. 


y service. 
in financial system. Free of gov- 
ment control, they have been able 
ake the most of the gaps in finan- 
“services left by a combination of 
aints upon and conservatism 
in the banking system. De 





is din banks have become pro- 





ernment regulations. Bank aggres- 





erous interest rates. . 

till, the Commonwealth Bank has 
ady announced 4% interest on 
quing accounts with a balance be- 
en  A$2,000 (US$1,676) and 
4.999, and 7% for those with more 
~A$5,000. But bank charges on 
accounts are almost double the 
mal level and fees rise steeply if the 


(»alth is also offering special. money- 


erm deposit for sums of more than 
A$100,000. Rates will be negotiated 
ith customers. Other banks indicated 
hey are contemplating similar ser- 
ices. Westpac has announced an in- 
stment plan to. woo customers by 
rapping a number of services under 
ine roof. The investment plan includes 
money-market account and invest- 
ent option. plan, with surplus bal- 
. automatically "swept" into 
avenue. 
Banks, then, have been gearing up 
1 ri sched for some time ana, Do 


| rch Mete gE ni over tim 
iare as do which. merchant 


yay from a country that is perceived | 


iding banks will be making inroads 
|o the merchant banks’ deposit base. | : 
which will put pressure on the latter - 


pecific areas and scaling back from 


stablished a new corporate-ad- . 
Merchant banks have 
a fast-growing sector in the Aus- | 


gressively less conservative — and. 
' they are far less constrained by 


^in the short-term deposits area 
vet to be demonstrated — they will : 
doing their sums before offering. 



















count is actively used. Common- |. 


narket accounts for amounts above: ; 
50, 000 and a. seven-day minimum h 





how much inti 


: By Paisal Sricharatchan ya in Bangkok 


f hen the Asean economic minis- 
ers decided. in October 1983 on a 
compromise agreement to effect the 





- Asean Industrial Joint Ventures (AIJV). 
scheme, it was hailed as a significant . 
breakthrough which could spur sub- 

'stantial private-sector investment and 


cooperation in the region. But nine 
months after the agreement was struck 
— and about four years after it was 
first conceived — the programme is 
making an irritatingly slow start. The 


euphoria at that economic ministers" 


meeting in Bangkok has subsided and 
critics once again are sceptical as-to 
a-regional investment 
will actually résult. 

This initial take-off period will 
prove a crucial test to determine the 
longer-term success or failure of the 
scheme. The outcome, so far, is not en- 
tirely encouraging. Of the 21 projects 
originally proposed, only four have 
been approved, five are being kept for 
further consideration and another:is 
being contested by Thai and Indone- 





;sian investors, Other projects on the 
original list have been dr opped. . 
The four AIJV projects approved by. 
the most recent economic ministers’ | tio 
meeting, in Jakarta in May, Aohprised |^ » 
^j two. projects (producing - {rit | ty 
f- motorcgcle electrical PaE prop sed | 








The region's success stories will figure. prominently at a coming 
Unido meeting, though no breakthrough t is s expectad 


By Peter Harrison in Vienna 


he success stories of Asian newly 
industrialised countries such as 
Singapore, Taiwan and South Korea 
will be discussed at the United Na- 
tions Industrial Development Organi- 


. sation (Unido) fourth general confer- 


ence in Vienna on 2-18 August to see if 
lessons can be drawn for other coun- 
tries. This marks recognition of the 
need for self-help among developing 


countries over issues such as indus- 


trialisation. 

Bv contrast, Unido IH endeu in 1980 
with the New Delhi Declaration which 
reflected wishful thinking rather than 


realism. Third World countries in- 


sisted on the establishment of a body 
akin to an international bank for in- 


lions of US dollars. 


Malaysia. 


: salto 


electrics ` 


4nd ps in “Malaysia : are. under. 
Por stood to be re by Malay- 





l ufacturing 





; rhe calis to encourage o rapid implore ation of ioauaiesaciont 
: industrial joint venttires has got off toa patchy start 





Industry (Asean-CCI, a private- 


‘sector ‘body. grouping all the region's 
business and industry clubs), plus two 


public-sector proposals (to produce 
constant-velocity joints and mechani- 
cal and powered rack-and-pinion 
steering mechanisms). 

The first two projects were initiated 


“by Thai investors and will be located in 


Thailand; the other two are to be in 
According | to — official 
sources, Indonesian investors origi- 
ly had intended to invest 10% ofthe 







capital of: the. init plarit (to produce - 


| pes iti the cer 'ramics industr ve but 





r withdrew. To be undertaken by 
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T contest between Thai- 
and. . Indonesia to site another 


Earlier, Unido II, in its Lima De- 
claration of 1975, emphasised the cen- 
tral role of industrial development and 
therefore set a target: by the year 2000 
developing countries should account 
for a minimum of a quarter of the 
world's manufacturing value-added. 

Actual developments did not live up 
to these expectations. According to 
documents prepared by the Unido sec- 


retariat for the conference: ' "In reality, 


between 1975 and 1982 the developing 
countries Share. in the world's man- 
value-added increased 
from 10% to 11% only, and there is 
mounting statistical evidence to 


suggest that during 1981 and 1982 the 
manufae wring oid of the E 
dustrialisation with a capital: of | Bi. ng c : 


| Ex AS i "a ——— 
Siam Cement: likely to go it alone. 


proposed AIJV project — a magnesia- 
clinker plant — in one or the other 
country, emphasises the danger of 
competing national interests impeding 
intra-regional cooperation. Siam Ce- 
ment, largest of the three cement 
manufacturers in Thailand, is known 
to have been planning the clinker pro- 
ject for some time. The scheme was 
later proposed as an AIJV candidate 
for a possible joint venture with 
Krakatoa Steel of Indonesia. Clinker is 
a vital intermediate for cement pro- 
duction and both parties understanda- 
bly would prefer the project to be lo- 
cated in their country. 

The issue was debated at the 16th 
plenary meeting of the Asean-CCl 
working group on industrial coopera- 
tion, held in Bangkok on 17 July in 
conjunction with the 23rd Asean-CCI 
council meeting, but remained unre- 
solved. Finally, it was agreed that the 


As in the past, the so-called Group of 


77 developing countries (which has. 


grown to more than 100) hopes for bet- 
ter access to markets in industrialised 
countries; development of human, 
energv and financial resources. and 
transfer of technology. 

Unido executive director Abd-El 
Rahman Khane does not explicity sup- 
port the idea of a separate industrial 
development bank. Rather, he feels 
that the role of such a bank could be 
played by the World Bank. This is a re- 
flection of the second thoughts most 
developing countries have had since 
the New Delhi Declaration. In a sepa- 
rate paper titled Some Views of Group 
B the developed countries "welcome the 
recognition in much of Unido docu- 
mentation that the developing coun- 
tries’ own individual and collective ef- 
forts are the essential factor affecting 
their industrialisation projects. " 

Khane told a press conference 
that, while Unido should become more 
active in the field of training, more 
should be done at the bilateral level in 
respect of development of human re- 
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Asean Committee on Industry, Miner- 
als and Energy should ask the United 
Nations Development Programme to 
fund a comparative studv to pinpoint 
the best location for the project. The 
study is expected to be commissioned 


shortly. Informed sources told the 
REVIEW that Siam Cement is likely to 
implement the project on its own if the 
study should favour the Indonesian 
site. 


Me a question mark looms 
on the fate of the five projects still 
on the “potential” list. These include 
proposed schemes to produce mini- 
tractors, tennis balls, soft vulcanised 
rubber (for surgical gloves), rubber ce- 
ment and automotive parts (cvlinder 
heads and disc brakes). A Thai indus- 
trialist who is directly involved in 
AIJV coordination rated the chance of 
these projects going ahead as “poor.” 


sources. Developed countries should 
for instance “open up their universities 
and other educational institutions" to 
students from the Third World. Trans- 
fer of technology will play a particu- 
larly important role in the forthcoming 
discussions. 


ome Western diplomats express 
fears, however, that unplanned in- 
dustrialisation based on prestige rather 
than on need and potential, could seri- 
ously harm the key agricultural sector 
rather than help it if, as a result, rural 
labour should shift to the cities. 
Neither Group B nor the Group of 77 
is particularly optimistic that Unido 
IV will succeed in producing a break- 
through in any of the fields under dis- 
cussion. In line with United States Pre- 
sident Ronald Reagan's general policy, 
the US delegation to the conference 
will resist any attempt to extract from 
Washington financial commitments. 
Delegates point out that the US is pay- 
ing the largest portion of all voluntary 
contributions to UN development pro- 


jects while other countries just talk. 
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The slow progress so far has come as 
a surprise to some observers. Unlike 
the Asean Industrial Projects (national 
projects undertaken at government 


level). or the Asean Industrial Come 
plementation Programme, the ADV 
scheme is widely regarded as a far 


more practical and flexible approach 
to promoting small and medium-sized 
private-sector industrial joint vens 
tures in the region 

The original basic agreement om 
AIJV calls for a 50. tariff cut for ans 
product from a joint-venture project 
involving investors from at least two 
Asean countries owning a combined 
51% minimum equity — with the tariff 
cut accorded to the participating coun- 
tries 

Under the supplementary agreement 
reached in Bangkok in October 1983 
(REVIEW, 3 Nov. 83), countries not par- 
licipating in an ALJV project have the 
option of claiming preferential treat- 
ment after a four-vear period. During 
this period, non-participating coun- 
tries would waive their rights to a unis 
form tariff cut within Asean under the 
Preferential Trading Arrangements 
(PTA). The initial "protection" period 
is designed to give a promoted project 
sufficient time to gain a firm foothold, 
Conversely, AIJV participants cannot 
claim PTA treatment from non-par- 
ticipating countries. Thus the scheme 
is not reciprocal 

Clearlv there is a need for the private 
sector in the region to give the schemea 
serious push before the momentum is 
lost. Aside from the potentially con- 
flicting national interests in certain 
areas, the under-achievement to date 
is attributed partly to long gaps be- 
tween meetings of the various private- 
industry clubs ü 


- 


The Soviets sent their top man in 
Vienna, Ambassador Oleg Khlestov, to 
a pre-conference meeting to explain 
that the industrialisation of the Third 
World could never be undertaken with 
private capital alone. Governments 
would have to be involved 

Anticipating the Soviet move, the 
Group B paper states: "Group B con- 
siders that the Unido documentation 
pays too little attention to the role of 
market forces in bringing about the ef- 
ficient use of resources for industriali- 
sation, while, in general, too much em- 
phasis is placed on proposals for new 
governmental and inter-governmental 
structures.” 

The usual optimism of official state- 
ments is not repeated in private con- 
versations about possible results of 
Unido IV. A Western diplomat told the 
REVIEW what he thought were the real 
problems of industrialisation. Point- 
ing to the success stories of Asia he 
said; “To industrialise you need two 
things: a hardworking population and 
an efficient government. But who can 
say this in a meeting?” 
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a Thailand finds it has gained little from years of foreign-investment 
promotion and now wants more from multinationals $ 
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fs- By Paisal Sricharatchanya in Bangkok 


E wo decades after Thailand adopted 
E. a clear-cut policy of encouraging 
— foreign investment, Thai policymak- 
T rs, academics and corporate leaders 
T are re-thinking the country's overall 
— posture towards foreign investment in 
— general and the roles of multinational 
‘corporations in particular. 
— —Foreign-investment promotion will 
continue to feature strongly, but the 
— government now is inclined to be more 
selective. Although the authorities 
have yet to spell out a specific 
— framework for multinationals, the new 
trategy governing overall foreign in- 
-westment is designed to correct past 
shortcomings and put the country on à 
“more equitable footing in terms of 
— technology transfer, employment gen- 
— -eration, balance-of-payments con- 
tribution and decentralisation from 
- Bangkok. 
— The shortcomings were explored in 
— detail during a recent seminar — or- 
— ganised by Thammasat University and 
— the first of its kind — on the role of 
Multinational corporations in Thai- 
land. Although multinationals are cre- 
-dited with having diversified Thai- 
— land's industrial base and developed 
the country’s indigenous natural re- 
sources, among other things, the result 
of Thailand's 20 years of foreign- 
“Investment promotion effort has not 
- been entirely satisfactory. 
— — Theseminar brought to light a rather 
- discouraging past trend. Although 
— partly Thailand's own fault, foreign 
- ainyestment here has ranked among the 
- lowest in Asean. Although accurate 
— statistics are difficult to come by, reli- 
_ able estimates show outward remit- 
— tances by foreign corporations here 
might have exceeded net foreign- 
- Investment mflow. Also;the benefits in 
terms of technology transfer and em- 
-ployment generation have been li- 
 mited. m E 
— A According to Bank of Thailand (BoT 
_— the central bank) records, the 
cumulative total of direct foreign-in- 
westment inflow (comprising equity 
and loans front.parent or related com- 
- panies) during 1970-82 topped Baht 
61.7 billion (US$2:68 billion). Com- 
- pared to the Baht 31 billion outflow 
- over the same period, this translates 
into a net inflow of Baht 30.67 billion. 
~ Japan and the United States were the 
_ two most important investing coun- 
- ries, together accounting for nearly 
_ 60% of the net investment inflow in the 
| past decade. (The US has probably as- 
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sumed an even higher profile over the 
past two years, given substantial in- 
L. ,77 [ho x 
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vestments in petroleum-related explo- 
ration and development.) 

By sector, manufacturing accounted 
for 32.9% of the net inflow, with tex- 
tiles, “electronics and electrical goods 
among the most important industries. 
Trading, construction, mining and oil 
exploration together accounted for 
nearly half, leaving another 10% in 
services and less than 1% in agricul- 
ture. The bulk of investment in 
manufacturing is under Board of In- 
vestment (Bol) promotion. Out of 1,465 
firms promoted by Bol at the end of 
1983, 665, or 45.4%, were joint ven- 
tures between Thai and foreign invest- 
ors while another 33 firms, or 2.2%, 
were wholly foreign-owned. 

One of the main objectives of 
foreign-investment promotion has 





been to assist the country's payments 
position though, so far, this apparently: 


has not been realised. One research 
paper even suggests there has been à 
negative impact on the balance of pay- 
ments. It argues that outward, remit- 
tances of profits and dividends, man- 
agement fees, interest on private 
foreign loans (excluding interest on 
suppliers’ credits) and payments for 
copyright’ and patent royalties 
amounted to about Baht 62.4 billion 
over the same 1970-82 period. Taken at 
face value, this is roughly double the 
size of the net investment inflow. It is 
noted, however, that interest payments 
on private foreign loans also covered 
those made by local corporations, 
though the exact proportion is not 
known. 

This study also noted: “It might be 
safe to assume, however, that foreign- 
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total outflow is likely to have been 
greater than the total inflow. Further- 
more, had interest on suppliers’ credits 
been included, the ratio would have 
been greater..." 

The insufficient balance-of-pay- 
ments contribution is attributed to the 
high import dependence of multina- 
tionals operating in Thailand, particu- 
larly those engaged in the manufactur- 
ing sector. Ironically, most industries 
promoted during the 1960s and 1970s 
were designed to substitute imported 
finished products; but in the process of 
local production or assembly, they re- 
lied heavily on imported machinery 
and raw materials. Quoting Bol and 
Japanese Chamber of Commerce data, 
the study stated that the materials im- 
ports of Japanese-investment enter- 
prises averaged about 60% in recent 
years while exports (mostly from the 
textiles industry) were only around 
1075. 

There is little disagreement among 
Thais that export orientation should 
assume a higher profile. Opening the 
seminar on 7 July, Prime Minister 
Prem Tinsulanond said: "I hope that 
multinationals and foreign 
firms in general will contribute 
more to our drive for exports 
and to generating emplovment 
in view of easy access here to 
the labour force...” 





hile there has been limited 

or even negative foreign- 
exchange generation over the 
past decade, at least two multi- 
nationals in Thailand — Union 
Oil of the US and Royal Dutch/ 
Shell of the Netherlands — have 
been responsible for increasing- 
ly significant foreign-exchange 
savings in terms of reducing the 
country’s energy imports, owing 
to their active involvement in 
the development and produc- 
tion, respectively, of offshore 
gas and onshore oil. 

Thus far, there has been little 
progress in terms of technologv trans- 
fer. A February 1983 case study on 
Thailand commissioned by the joint 
CTC/Escap unit on transnational cor- 
porations found that industries which 
remitted a substantial amount of 
technological fees — namely food, tex- 
tiles, transport equipment, industrial 
ehemicals and consumer goods — were 
industries with high tariff protection 
or those promoted by the Bol. It was 
found that a number of technology 
contracts were associated with 
trademarks or brand names, rather 
than with production technology. 
There also were restrictive conditions 
imposed on technology agreements 
such as total export bans, restrictions 
on export areas, arid tied purchase of 
raw materials, machinery, and/or in- 
termediate products. The very limited 
incidence of technology transfer has. 
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Australia can help you find it, 
treat it, handle it, use it. 





Australia can supply the machinery, equipment, instrumentation, 
know-how and experience. Anything necessary to solve a problem or 
fulfil a requirement at any stage of the water cycle. 


Australians had to develop an advanced water resources technology 
because Australia is the flattest and driest of the continents with a sparse, 
unreliable rainfall, harsh conditions and huge distances. All of which 
made water a very precious commodity. The Australians became highly 
skilled in finding it and drilling for it. They became experts in the storage, 
pumping, distribution, and treatment of water for human consumption. 
Also in the collection and treatment of domestic and industrial wastes. — 
And in irrigation, drainage, flood control, recreation use. 
For more information on Australian suppliers and their expertise, contact 
the Australian Trade Commissioner. | 


| Ask the expert 

| who knows Australia 
For details of suppliers, phone or telex - 

| the Australian Trade Commissionerat. 


Bangkok, 286 0411, telex 82621. 
| Beijing, 522331, telex 22265, _ 
| Hong Kong, (5) 731881, telex 73685. 
| Jakarta 33 0824, telex 46 214. | 
| Kuala Lumpur, 42 3122, telex MA 30; 
| Manila, 87 4961. telex PN 63542. 
New Delhi, 60 1336, telex 81 31 23: 
Osaka, (06) 271 7071, telex 522 5 
Seoul, 7206490-5, teiex K23563 | 
| Singapore, 737 9311, telex RS 21 238. 
| Tokyo, 582 7231-9, telex 242 2887 
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s to be equally limited. One esti- 
te of the combined workforce em- 
9 yed by all foreign enterprises is 
yund 350-400,000. This figure repre- 
its annual growth of less than 5% 
er the past 20 years and is only 15- 
; of the estimated 2 million workers 
ployed in various modern produc- 
‘sectors (that is, outside agricul- 
). However, employment genera- 
n is bound to be limited since most 
eign enterprises tend to.be capital- 
intensive. 














have taken stock of these past 
shortcomings. Although the au- 
thorities are not likely to adopt specific 
uidelines applying solely to the multi- 
nationals (since they are considered 










tience is growing over the ione 

















nternational Monetary Fund for a 
ch-needed standby credit worth 
. million special drawing rights 
3$646 million). In fact, for many 
mestic industries the suspense, quite 
rally, is killing them. 


credit — not so much. on the 
o nt involved but on. the seal of ap- 












are the: 


I be tackled separately as soon as 
e outstanding debates with the fund 
e settled. 

The negotiations are now in their 
h month, having been initiated on 
6 October 1983: Sources say the talks 
ire deadlocked on certain economic- 
)olicy measures which Manila appa- 
ently is hesitant to take. For instance, 
he Philippine monetary officials are 
'ommitted to SOp up excess liquidity i in 












dor g this line cannot altogether ig- 
r aciverse « ef fects on such. sectors as 








to employment. generation ap- 


_ Government planners apparently 


I ECONOMIC MONITOR IB 
lo end to the pain 


elay in the conclusion of the Philip- - 
e Government's negotiations with 


sumption of most productive ac- 
' hinges on the finalisation of the |. 


‘| should average some 60% in the second 

w a of niher 
eign capital such as commercial- 
k loans and trade credits which | 








Where availible: money PT 
$ Interest ratés have soared to Pope 
ig largely to ear- 
1 ii VEM Bank. = 















l vay lation pl with the e prioty, 
development m under the fifth 


plan (1982- 86)., 
F^ the first. Dine, the Bol is e 
up a technology-transfer centre, 
The prevailing mood, both im official 
and private circles; points to the likeli- 
hood that future technology contracts | 
and joint-venture agreements will put 
Thailand on a more equitable footing. 
In his opening remarks to the seminar, 
Prem also urged multinationals fo 
make a "substantial and meaningful" 






























bid to rake up excess pesos estimated 
. to bein circulation. . 












and raw materials to process, plus the 
additional wages mandated recently 
by the government, have all combined 
to produce dramatically higher con- 
sumer prices. Economists at the inde-. 
pendent think-tank, the Centre for, 







reckoned that as of June the inflation. 
rate had soared to 52'5 on an an- 
_nualised basis. This compares with less | 
| than 7% in the same period in 1983. 
1 CRC economists project that inflation 

























^half, with the annual average for the 
"whole year at about 50%. 

Thisis proving to be harsh indeed on 
workers, most of whom had been 
clamouring for more pay. Some labour 
strikes — staged to dramatise demands 
for increased wages — have been 
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«|; punctuated by violent clashes with law 


swe te : 





: p dud Continue process. As the 
» position now stands, the BoI's author- 
ity 





is seen by some critics as being far 
from adequate. One major drawback is 


- that onee Bol approval is granted for a 
| promoted project, its actual operation 


entails a series of often cumbersome 
dealings with various other govern- 
ment agencies. As Anand Panya- 
rachun, a former senior Foreign Minis- 
try.official and now vice-chairman of 
Saha-Union Corp., put it: "We must 
develop a good mechanism, a well- 
coordinated machinery to see through 
the smooth functioning of the entire 
investment process.” Ri 





enforcers. The Labour Ministry has 


had to cope with more disputes be- 
tween - management and  workers' 


groups owing to the severe reductions. 


| in incomes’ purchasing power. 
Costlier money to fund operations | | 


"Retrenchments and factory closures, 
resorted to by firms that could not cope: 
with the difficult environment in the 
first half of this year, have led to the 
laying-off of some: 51,000 workers, 


compared to 24,000 lay-offs in the 
„same period in 1983. i 
“Research and Communication (CRC), |. ... 


„Agriculture, which is getting top 


billing in the new economic priorities 


of the government, also may suffer 


. severe setbacks, according to farmers’ 


organisations which expect rice pro- 
duction, for example, to drop this year 
because of costlier farm inputs. How- 


ever; the Ministry of Agriculture and 


Food has projected that with a greater 


area. planted to rice — 750,200 ha 


against 688,000 ha in 1983 — the total 
rice harvest this year should go up. 
Much of the expected increase would 
come from Mindanao and Visayas is- 
lands; in the main island of Luzon, 


“| however, this year's crop should go 
. down owing to the low water supply in 


main rice-producing areas that de- 
layed rice planting. Also, fertiliser was 
in short supply early in the year be- 
cause of the unavailability of foreign 
exchange to import it. Meanwhile, rice 
stocks had to be beefed up by Imports 
— for the first time since 1977. 

While the waiting game on. the re- 
sumption of foreign loans for local eco- 
nomic activity. continues, there is 
stronger belief now that this. year's 





gross national product actually will 

| show a decline. The government seems 

S E resigned t 
owhil 








x. 1. mm drop in real GNP 
ymists at the CRC ha 





jroup has changed its financial year end to 31st March. 


Taxation o o 
Group profit after taxation- 
Minority interests 


34.4 cents 


22.4 cents 




























































ongke i 


o other place in the world feels the 


g. Although the 
'amism attempts to break away 
|. the pull of the past, unlike the 
ajectory of a satellite which is able to 
stablish its own orbit free of the 
vitational field of the earth and the 
moon, it cannot escape the conse- 
‘quences of 1898. Yet always there is the 
truggle to defeat what appears to be 
he inevitable. 

ecently there has been the brave 
res of the unofficial members of 
e executive and legislative councils 
lco) in London to assert some ele- 
of a self-determined path for the 
e. to be decided by the two 


rther, there is the insistence, un- 
»ptable to both Lendon and Peking, 

there be some Sn of guarantee 
ked by a third party of a degree of 
onomy for Hongkong to enable the 


rse to prosperity and freedom. 
ie components of that guarantee, it 
ped, will be found in the adoption 
the concept of law and its adminis- 
n to be enshrined in the mini- 
itution for the future administra- 
e region, as will, doubtless, the 
ier fundamental freedoms of 
pech, religion, travel, association 
1 freedom from arbitrary arrest. 
ever, this is precisely where the 
; and fears creep into the neat 
tical equation. Former British 
ie minister Harold Wilson may 
been right in a superficial way 
en he claimed that a week was a 
g time in politics. But there are 
her deep-rooted memories of past 
<periences which are not so easily 
med or eradicated. 
British Foreign Secretary Sir Geof- 
ey Howe's press conference in Hong- 
ong held on Good Friday was the 
mide. Yet when Chinese Premier 
hao Ziyang makes virtually the same 
iouncement of the future for Hong- 
kong at the opening session of the Na- 
onal People's Congress, it strikes 
on gkong listeners and viewers as a 
id framework for the imposition 
_ other values upon Hongkong 

















j civilised politicians. Their mes- 
are aboutt m. same in 1 tenor and 


iting powers — China and Bri- 


burden of history as does Hong- : 
territory's ` 


: pon- state to continue its recent | 


T Ó— ar: 













































of nationalism. . Tae MD 


partv faithful. Reactions to the two 


speeches among the business.commu- 
nity in Hongkong were, of course, most. 
directly registered in the. stock-ex- 


change indices. 


Therefore, we should PEU deeper 


to discover why Hongkong business- 
men cannot respond positively to the 
political messages of the, negotiating 
parties. What are the reasons for this 


unease which is crippling the confi- 


dence of the most influential group of 
decision-makers in the territory? The 
business of Hongkong is business, not 
fears for the political and social future 
of the territory. 

But can the “autonomous” business- 
man free himself from the past? That is 
where the arrival of a recently pub- 
lished academic monograph 
E of Hostage Capitalism by Tho- 
mas N. Thompson — from the School 
of Law, the University of Maryland, is 


not only timely but more than relevant | 


to the analysis of these pervasive 
doubts and fears. 
First, it cannot be denied that this 


| study deals with the initial period of | 


ihe establishment of the socialist re- 


Alan Birch, formerly of the history de- 
partment of the Hongkong University, 


is researching and writing a TRO: of 


Hongkong. 

| | 
gime in China in the immediate vears 
following the victory of the Chinese 
Communist Party in 1949. Some histo- 


rians will want to ar gue that whatever 
happened then is unlikely to be re- 


 peated. The chief reason for this denial 


being that at such a period the cutting 
edge of ideology was at its sharpest: 
hence, the eradication and reduction of 
both Chinese and foreign capitalists. 
The stage for the action was the ex— 
treaty ports and international settle- 
ments in particular Shanghai, 
which undeniably was the leading sec- 
tor of modernisation in China. It is 
perhaps relevant here to point out that 
the parallel between Shanghai in the 
1920s and 1930s and Hongkong since 
World War II has never been explicitly 
examined. However, 
period, when the threat to the expat- 
riate presence in China seemed to come 


_ from the Kuomintang, which promised 


to expropriate the foreigner, reassur- 
ance was found in the inference that 


e | Shanghai, because of its unique con- 


tribution to Chinese economic deve- 
lopment, would be PURUS the DEAD 





~~ The- 





| of financial, 


in the earlier - 






known British writer) has described 
graphically theeventson the Changjiang 
leading to the fall of Shanghai in 1949 
were the climax to the civil war in 
China. Acts of terrorism in revenge 
against theexploitative capitalist class 
were carried out in the fervour of 
ideological and military victory. 

So China was formally established 
with the object of transforming itself 
socially and economically into the 
socialist. state for which the founders 
of the party had fought for more than 


. 20 years. It was to be expected that 


nationalisation of the means and dis- 
tribution of production would be 
swiftly and drastically carried out. The 
landlords, the entrepreneurs, the 
exploiters would be expropriated. 
Thompson, managing director of 


 Analyties (an independent foreign- 


policy . research organisation in 
Washington), focuses closely on 
China's post-1949 policy of nationalis- 
ing foreign firms. What is significant 
about this study is that it is based on 
the. confidential documents of indi- 
vidual foreign firms and interviews 
with businessmen who experienced 


| the.classical techniques of "squeeze" 


to secure the fulfilment of the party's 
objectives. 

Some of these objectives are openly 
and. clearly identified — or, at least 
identifiable — as shown by the ar- 


‘chives of Jardine and Butterfield & 


Swire, then the two leading hongs in 
Hongkong, which ran the whole range 
"f and shipping 
services along thie China coast. It is si g- 
nificant that Jardine Engineering Co. 
transferred its head office from Shang- 
hai to Hongkong in 1950; this was un- 
necessary for Butterfield & Swire. A 
year previously the Jardine operation 
in China was worth £30 million 
(US5$39.45 million at current rates). 


E225 valuable are the communi- 
cations of bodies such as the British 
Chamber of Commerce in Shanghai 
and the China Association, as they (the 
latter, in particular) could call upon 
theintervention of the British Govern- 
ment and attempt to protect British 
commercial interests against the svs- 
tematic policy of the Chinese Govern- 
ment forcing these firms out of busi- 
ness in China. 

There is another type of source, too, 
which onceivably, because it is 
anonymous, could be discounted. 
However ecause i it à is clear the NR 


































“ol businessmen: wh 
' in the future to have, dealings with 
China. Apart. fror ' questions of 
contracts and the unravelling of the in- 
tricacies of Chinese bureaucracy, most 
Western businessmen working with 






the mainland agencies today are un- | 


‘able to conduct transactions in an at- 
mosphere of give and take. In other 


^ words, there is an absence of a certain | 
| basis for 1952.” Chinese official: 
| tax bureau does things in accordance 
For the record, one British MP, the 


common: ground indicating trust and 
compatibility. © 


| legal consultant to Cable & Wireless, in 
the recent House of Commons debate 
- on Hongkong’s future pointed to three 
p important instances of joint-venture 
‘dealings in Guangdong — the Daya 

~ Bay nuclear power station among them 
— where sensible working arrange- 






ments were being worked out: a matter - 


for congratulation, perhaps, and an 
augury for the future. But against that 
is the common knowledge that Hong- 
kong firms venturing into the China 
market and investment field know- 


ingly agree to unfavourable terms of 


business; paving high prices for raw 


materials, selling goods at artificially 


low costs and making loans at conces- 


sionary rates. The “ransom” element in | 


Sino-Hongkong commerce remains a 
potent factor influencing those who — 
with an eve to the future — wish to en- 
gage in this trade. 

To return to the lessons of history: 


the point I wish to illustrate is well. 
case. 


documented by Thompson's 
studies. I list just a few examples: 
» [n 1953, one firm having already re- 


mitted the equivalent of HK$2 million : 


~ (US$256,400 at current rates) to keep 


the Chinese branches afloat, wished to ie 
sell some of its local assets, such as | ~ 
trucks, to raise local funds. The Chinese : 
Government wanted remittances of | 


foreign currency to continue. 


A decision was taken bv the firm to - 
sell its Shanghai assets as a prelimin- j: 
| foreign-owned businesses, 


arv for its withdrawal from. China. 


Valuations were made on the loans of a_ 
1942 Shanghai realty guide. These val- 


uations were unacceptable to the 
negotiating officials because they were 
held to be inappropriate. With inexor- 


able logic, it was pointed out that the - 


firm's assets now had no value since 
there were no potential buyers. 

» From a shipping firm an exchange 
between a Chinese official and the Bri- 
tish business executive. Chinese offi- 
cial: “Until your application for clo- 
sure is approved... vou must continue 
to maintain the livelihood of vour em- 
ployees. You should continue to do 
business and curtail expenditure at the 
same time." British executive: " 


.. doing business is practically impossi- | 
E a and our unions make it difficult to 
The heavy drain | 





m e inie and m dical ex- 


have had, or hope | 





| cheaper locally made medicines] is a 
reason. 


| 
| 
| 





» There was another exchange about 
the imposition of profits tax. British 
executive: 


land revenue service works:) 


Squeeze. However, one which was a 
feature of Shanghai business opera- 


understatement to suggest that 


ter of official administration. It would 


:manipulation of policy or principles. 


two ideologies can only be kept in 











pensive imported drugs instead of 


" Chinese official: “If the ex- 
penditure is begeficial to the health of 
your employees" you have to spend the 
money.” 


“The tax bur eau says we 
must pay more tax .. onan estimated 
“The 


with government regulations. They 
make an estimate according to the gen- 
eral conditions of trade, fix the sum to 
be assessed and collect in advance, The 
tax bureau will inspect your books, 
and if they find you have lost money, 
they will refund...” British executive: 
“Yes, D understand..." (After all, this 
is how the Hongkong Gover nment's in- 


There is insufficient space here to 
enumerate all the other instances of 


tions was the transfer of casual work- 
ers employed on the docks to perma- 
nent status. This firm entered the 
period of hostage capitalism in 1949 
with reserves of £200,000; by April 


é It would Be a mild 


this [1951-52] reduction of the 
capitalist system must have 
_put the Chinese business class 
into a deep trauma — and 
-nowhere deeper than in 
LN 





1950, hes were Beine drained at the 
rate of £20,000 a month for wages to 
the inflated labour force. 

In fact, what was being witnessed 
was not the formal expropriation of 
but the 
simpler (from the Chinese point of 
view) method of bleeding these firms 
into submission. 

The effectiveness of the policy, 
which, therefore, need not have come 
into the scope of any Sino-British 
negotiations or agreements, was a mat- 


require an extremely watertight 
guarantee of rights to prevent any such 


Of course, thethreat the communist re- 
gime posed to Western businessmen in 
its first decade also might disturb the 
local Chinese capitalist. After all, the 
fundamental antinomy between the 


equilibrium by the device of separa- 
don. | 
The countless number o 




















































































30 years ago; still leave imp 
and memories which the hi 
ing words of the draft agreer 
it appears, will not be able to ph 
Over. | 

It would be instructive to revies 






campaigns — the "wu fan" (ar 
evils) m nt and the 1951- 


fan" movement, against cor 
waste and bureaucracy. The di 
thoroughness of these pur ges 
more telling: in nine major citi 
China (including Shanghai and C 
ton) 76% of almost 500,000 enterpr 
were found guilty of these crimes. 





gain there was a systematic and 

pmulative application of penal 
so-called "voluntarv" taking- 
bond issues and rigid restrictions 
kinds. Businessmen were forced i 
jun public-private Md Apu 
to 2 million private commercial a 
dustrial concerns were con 


Bccounied for 23: 5%, of D ee i 
six years later the proportion 
dropped to a mere 2.9%. 
This was indeed a mass conv 
socialist enterprise and it w 
mild understatement to sug, 
this reduction of the capital 
must have put the Chinese 
class into a deep trauma 
nowhere deeper than in Hor 
where the population was 
millions of refugees from t 
sions of the anti-capitalist svst 
Then, when the period of | 
capitalism came to an end, t 
nessmen's balance between 
profit tilted again to its forn 
tion of optimism. It would k 
ing Thompson's perspective i i 
not concede that, with this re 
hope on the one side and a great 
gree of realism on the other, a 
lationship emerged between 
China hands and the Chinese 
of development. 
So, while Hongkong now and 
future 4s in à Acai relat 











other treaty port 5, “the Pas 
past is still there. However 
Chinese authorities are not li 
to contemplate nationalising 
foreign investments in the war 
imperialism or the enterprises 6 
Chinese compatriots in Her 
from a sense of socialist patrio: 
Only recently a Hongkong-Chi 
businessman, acknowledging 
slight degree of reassurance to 
drawn for the London debat 
marked: "That's fine for the rest 
capitalist and when the time cti 
shall leave.” That is but a blu: 
expressing an ineradicable 
ded e with its roots in the 
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@ IT seemed a rather clever idea, 
back in 1853, for Commodore 
Matthew Perry to *open up" Japan to 
world trade after 300 years of seclu- 
sion. Today, as Japan threatens to 
generate a record current-account 
surplus of US$36 billion this year, the 
world at large must have mixed feel- 
ings about the long-term wisdom of 
Perry's achievement. 

Will history play a similar trick 
upon United States Treasury Secret- 
ary Donald Regan and Undersecret- 
ary Beryl Sprinkel, who in May this 
year obtained from the Japanese 
Government assurances that their 
country will now be "opened up" to 
international finance? 

The US envisages a happy future in 
which Japan's interest and exchange 
rates, and imports, rise, while exports 
fall and Wall Street institutions make 
big fees on yen transactions. But if 
many Japanese bankers and busi- 
nessmen share this vision, they seem 
strangely unworried by it. 

Foreign analysts tend to see 
primarily the international aspects of 
the “liberalisation” package — 
deregulation of Euroyen lending and 
the supposed emergence of the yen as 
a reserve currency. Japanese percep- 
tions, however, are dominated by the 
likely domestic impact — the gradual 
freeing of interest rates and the blur- 
ring of functional differentiations 
between hitherto-segregated finan- 
cial institutions. 

Now that liberalisation has been 
adopted as a national virtue, Japan's 
financial institutions are not 
obstructing or bewailing the situa- 
tion, but competing instead to stake 
out the high ground. City banks — the 
big commercial banks — want to get 
into the securities and pension-fund 
businesses, and perhaps take over 
some smaller banks in the process, 
The smaller banks are forming al- 
liances With the securities houses, 
while trust banks (perhaps the most 
endangered species) are linking up 
with overseas institutions. 

Of course, foreign banks and 
stockbrokers are; and will be, free to 
compete for business in Tokyo, just as 
foreign makers are free to sell motor 
cars there. Precedent suggests that 
“liberalisation” and "internationali- 
sation" will not mean a bigger share 
of the Japanese market for foreign- 
ers. It will mean more competitive 
and efficient Japanese financial in- 
stitutions taking a larger share of fi- 
nancial markets overseas. How very 
reasonable of the Japanese to have 
bowed to US pressure. 


e THE yen, meanwhile, remains ob- 
stinately weak despite the US convic- 
tion that it is significantly, and 
perhaps methodically, undervalued. 
The Bank of Tokyo is now forecasting 
an average yen/dollar exchange rate 
for 1984 of ¥235.5:US$1. 

The yen is being held down by 
capital outflows, which exceeded 
Japan's merchandise-trade surpluses 
in April and May. Foreigners have 
been heavy sellers of Japanese stocks, 
sensing the end of the 20-month bull 
market. Bond investors, meanwhile, 
have been staying away from Japan- 
ese Government issues — the last two 
were shelved because the government 
and underwriters could not agree on 
terms — and investing in the US mar- 
ket. With a 5.3'% yield gap between 
US and Japanese 10-year bonds, the 
threat of an appreciating ven is less 
than frightening. | Investors-to- 
maturity in US bonds can tolerate an 
adverse exchange-rate movement of 





35% and still beat the return avail- 
able in Japan. 

Japanese Government officials 
profess to be disquieted by the yen's 
weakness, but exporters seem to be 
bearing it with fortitude. Big busi- 
ness lobbies were smirking quietly 
through much of the recent US- 
Japan negotiations, having decided 
quite early on that internationalising 
Japanese finance would simply result 
in savings and portfolio investment 
pouring out of the country rather 
than in (thereby weakening the yen 
and enhancing Japan's competitive 
position even further). Presumably, 
yen interest rates will have to rise in 
time. But if the US obligingly keeps 
on reassuring the world of the yen's 
magnificent prospects for capital ap- 
preciation, perhaps they will not 
have to rise so much. 

The US might do worse than hope 
for a victory by Kiichi Miyazawa in 
November's elections for the presi- 


we illiid — Se T 


Pandora’s box 





dency of the ruling Liberal Democra- 
tic Party (LDP). The post carries with 
it the prime ministership, at least as 
long as the LDP holds power, 
Miyazawa, a former minister of inter- 
nationa] trade and industry, wants 
doubled government capital-works 
spending as the core of 5.5% real Ja- 
panese economic growth each year 
over the next 10 years. He is a little 
fuzzy on the details, but shameless in 
his adoption of the rhetoric of former 
prime minister Hayato Ikeda's in- 
come-doubling economics of the 
high-growth 1960s. While Miyazawa 
is not likely to beat incumbent Prime 
Minister Yasuhiro Nakasone, he is at 
least raising the pork-barrelling 
hopes of the Japanese construction 
industry and increasing political 
pressure on Nakasone to relax his 
deficit-cutting fiscal austerity 

e THE British Government is plan- 
ning its own lower-kev, informal fi- 
nancial negotiations with Japan in 
October, a proposal agreed by fi- 
nance ministers Nigel Lawson and 
Noboru Takeshita at June's London 
summit. 

The British have no plans to lecture 
Japan about exchange-rate manage- 
ment, which may be just as well in 
view of the pound's recent perform- 
ance. They want more licences for 
their institutions in Tokyo, and Ja- 
panese financial regulation, which is 
in practice more transparent and less 
cumbersome. 

The bargaining counter is reciproc- 
ity, with the British making a shrewd 
appraisal of the attractions for Tokvo 
of the liberalised London equity and 
gilt markets. Thus, have Japanese in- 
stitutions not been strangely reticent, 
despite their large capital bases, in 
acquiring London affiliates? The 
situation may be not unrelated to the 
difficulties experienced by British 
stockbrokers in getting Tokyo branch 
licences. A trade-off mav be in the 
air. 

Among Britain's staunch, if un- 
likely, supporters may be Japan's 
own "big four" brokerage houses, 
which want deposit-taking licences 
in London — a desire in which they 
are supported by the Japanese Gov- 
ernment. The Bank of England does 
not license for banking activities in- 
stitutions which are not similarly 
qualified in their own country. If, say, 
Nomura Securities is fit to take depo- 
sits in Britain, says Britain, why is it 
not fit to take deposits in Japan? To 
which one can only imagine Nomu- 
ra's own mute chorus — why not in- 
deed? 








Ang a holiday for its 46 branches 


ing. jitters of depositors and 


ain local banks, particularly 





i. from the beginning of this year, 
"m savings banks. The banks’ 
s.are widely believed to have 


c policies that the Philippine 
"nment now has to implement to 
the economy back on the right 
. One such measure is the sopping 
a substantial amount of excess 
in the system; the move has 
bitter debates here because it 













or taken over by the central 





of fraudulent practices by their 
rs or managers. 
Banco Filipino case, even with- 
he benefit yet of a thorough evalu- 
, has served to exacerbate the cur- 
t nervousness about the financial 
ystem. The temporary closure which 
'ered only its Metro-Manila branches 
as expanded to include all its 89 
inches nationwide on 23 July. And 
while scores. of distressed depositors 
milled around the bank branches, 
queues were forming at some other 
anks' withdrawal windows. 
The turmoil actually began on Fri- 
ay 13 July when leaflets urging the 
thdrawal of deposits in banks before 
they close down circulated in Metro- 
nila. The leaflets, bearing the signa- 
Of "concerned citizens," were al- 
to have been distributed by “sub- 
"They were first reported to 





























; PO copies filtered [nie 


w paper ri reports that the bank was. 









for: about the financial stability 


e central bank already had > 


d from the effects of extreme | 


ed it may strangle many busi- - 
: However, most of the banks. 


“thus. far, reportedly failed be-s 


irculated in some provinces | 





| expansion, then would sell nearly two- 


| S$20 million. (US$9.3 million). That. 
would leave. I eed JO AIDS with 
| h : 






withdrawals just. went on. One factor 
that, perhaps, may have sustained the 
siege on the savings bank was that only 
a few days previously, the governor of 
the central bank, Jose Fernandez, an- 
nounced that the central bank would 
no longer help banks that were being 
mismanaged. That announcement 
came close on the heels of another 
statement that “a big savings bank was 
under surveillance.” 

The run on Banco Filipino — which 
reported total resources of P4.7 billion 
(US$261 million) and deposits of P3.7 
billion at end-198¢ 
the weekend. Banco Filipino's pleas to 
the central bank for emergency cash 
advances went unheeded. The problem 
became so acute that the central bank 
had to install a comptroller to oversee 
Banco Filipino's cash operations. 

Conflicting statements issued by of- 
ficials of the central bank and Banco 
Filipino on how the liquidity problem 
at the savings. bank escalated into a. 























































COMPANIES/SINGAPORE 


-door welcome - 


Brunei's QAF Holdings' ab&crption of loss-making 
Ben & Co. seems to solve Everyene: S problems 


By Lincoln Kaye . 

he reverse takeover of Straits 

Steamship’s money-losing Ben & 
Co. subsidiary by the Brunei royal- 
family affiliated QAF Holdings solves 
at a stroke two problems which have 
been troubling Singapore's financial 
technocrats. The move clears Ben's red 
ink off the books of government- 
controlled Keppel Shipyards, Straits 
Steamship's parent company. At the 
same time, it extends QAF a back-door 
listing without doing embarrassing 
violence to Singapore's regulatory re- 
quirements. 

Under the proposal, Ben would nom- 
inally acquire all QAF's equity in ex- 
change for 47 million new shares. The 
new scrip would represent 42% of 
Ben's expanded capital base; Straits 
Steamship, whose 66%. Ben stake 
would be diluted to 40% by the capital 


























thirds of its holding in Ben to QAF for 






15% and QAI : 


posed new listing buttressed by fulh 


bank. gover nor-hinted-a =- 
tain anomalies in the savings bank's so 
handling of financial assistance. The 
central bank had stated categorically 


that Banco Filipino had to change 


ownership... 

Banco Filipino chairman Anthony 
Aguirre accused the central bank head 
of “arbitrary actions” that pushed the 
savings bank into its predicament. He 
said that the central bank's own staff- 
members had been spreading negative 
stories about the savings bank, result- 
ing in a rash of collections of its inter- 
bank obligations and. refusal of some 
companies to honour its. cheques. 
Furthermore, Banco Filipino officials 
accused Fernandez of unethical con- 
duct in the proposed sale of majority 
ownership in the bank to a new group. 
Fernandez reportedly gave Banco 
Filipino a very tight deadline in selling - 
at least 51% of its MEUN to one par- 
ties. | i | 


" ernandez, denying that the central .. 
bank had been remiss in assisting 
the savings bank, said financial aid to 
Banco Filipino had amounted to some 
P979 million since early June. He said 





extend a general offer for the remain- 
ing. Ben shares. For purposes of all 
transactions involved in the deal, Ben 
shares are priced at.79 S cents each. 
Complicated as it may seem, the plan 
still looks easier to effect than would a 
direct new listing . of the Bruneian 
holding company's shares on the local 
exchange (REVIEW, 3 May). Much as it 
might like to accommodate Asean's 
newest member, Singapore's Securi- 
ties Industry Council (SIC) requires a 
five-year track record for new shareis- 
sues. The QAF conglomerate itself was 
only incorporated in 1983, and its con- 
stituent businesses — Bruneian prop- 
erties, retailers, importers, service and 
oil-related companies — have been in 
existence for an average of only three 


yearsunder their present joint-venture 
auspices, though some have been ope- 
rating longer under foreign ownership. 


In the light of recent refusals.of pro- 














central bank examin- 
ers had found that 
payments to deposit- 
ors in the same period 
totalled only P670 
million, implving 
misuse of emergency 
aid. Fernandez said 
that while incurring 
overdrafts in its ac- 
count with the cen- 


tral bank. Banco 
Filipino had been 
issuing manager's 


cheques payable to 
some of its affiliates 
and major stockhold- 
ers. These cheques 
were honoured by the 
central bank, and in effect. boosted as- 
sistance given to the savings bank. 
While monetary officials and Banco 
Filipino executives exchanged accusa- 
tions, the rest of the banking commu- 
nity remained agitated. The Ayala 
group-controlled Bank of the Philip- 
pine Islands backtracked from an ear- 
lier interest in buying Banco Filipino 
because of the negative effects on the 
savings bank caused by the current 
controversy. The central bank ap- 


peared to be in control of matters as of ` 


midweek. However, bankers still fear 
that some smaller institutions may be 
affected by the recent turn of events. 
An industry-wide bank holiday is a 


8 r f 


Outside a Banco Filipino branch: the queues grow longer. ue 





possibility that is being mooted as part 
of the fallout from the turmoil. 

A central bank statement to the ef- 
fect that the banking system, remains 
essentially sound seems to ‘be sup- 
ported. by the fact that many of the de- 
positors who have pulled their savings 
out of the smaller. institutions im- 


mediately put their.cash into. others. 


known «to have’ larger. asset: bases 
However, an officer of one of the bigger 
banks ‘said that while the bank. wel- 


“comed the trust of the depositors, it is 


not sure where it can earn enough pro- 
fits to meet the increased interest due 
on these new deposits: The rising in- 
terest rates (prime rate now ranges 


from 27-30%) and the lack of major in- 
vestment areas from which to generate 
profits also are keeping the bigger 
banks in a state of nervousness 


hat is also being decried, not only 
by bankers but by other business- 
men. is that by asking, people to bewary 
of their banks — and alwavs to be on the 
look-out for mismanaged ones the 
central bank has succeeded in putting 
the banking sector as a whole under a 





cloud. The negative image, plus the m=’ 


creasing need for depositors to draw on 
their savings to cope with rampaging 
inflation (as of June, independent 
economists traced a 52". rate), has put 
the banks under pressure. Also, in- 
creased reserve requirements imposed 
by the central bank have made life dif- 
ficult — as of the end of June, the com- 
mercial banks were deficient by. PTT 
million against a required combined 
reserve level of P15.9 bilhon 
A number of the 26 privat 
commercial banks also are known to 
have incurred overdraft. positions. In 
early July, the eommercial banks sel 
up a "liquidity-resource fund" which 
can be tapped by institutions faced 
with liquidity problems. Howéver, the 
amount raised P393.5 million 
oniy led to more speculation as to whe 
ther the effort will be sufficient to pro- 
vide help to any bank in these critical 
times ü 


domestic 





Bruneian Foreign Minister Prince 
Mohamad Bolkiah, brother of Sultan 
Sir Hassanal Bolkiah. Under the re- 
verse-takeover formula, QAF can back 
into a public vehicle that allows it to be 
traded on both the Singapore and the 
Kuala Lumpur exchanges, rather than 
just one. The exercise will take only 
three to six months, banking sources 
estimate, whereas new listings can 
take a year or more. 

Even Ben's minority shareholders 
have reason to gloat — despite a dilu- 
tion of their stake from 33% to just 
17% and a general offer by QAF to buy 
Ben shares at a 32% discount on’ the 
counter's last pre-suspension trading 
price of S$1.04. Instead of the losses 
they have suffered over the past five 
vears, Ben shareholders are now as- 
sured of annual earnings of S$4.8 mil- 
lion guaranteed by QAF for the next 
three years. 


or is the 79-cent offer price far off 

what the counter was trading at as 
recently as late June, though takeover 
rumours have intermittently pushed 
the shares above the S$1 mark. A 
spokesman for N. M. Rothschild and 
Sons, QAF's merchant-bank adviser. 
predicted the post-takeover share 
price would stabilise at around S$1, 
making for a price/earnings multiple 
of 25, well in line.with the ratings 
Singapore's stock exchange habitually 
extends to blues chips (SHROFF, 
REVIEW, 5 July). 
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Prince Mohamad: an easy 


te 
entry. ETC PETER GARTON 


And few Singapore/ Malaysia count- 
ers would be as bluea chip as the refur- 
bished Ben. With the QAF injections. 
Ben becomes in effect what one analyst 
termed ‘a state-run quasi-bank 
diversified participation in all sectors 
of the oil-richsultanate’s economy, As 
the country's ‘only listed counter, it 
should prove attractive to investors, 
including foreign: institutions, eager 
for.a stake in Brunei Inc. “Now the 
equity player *can takë- his place 
alongside the. international bankers 
buying. petroleum-based sovereign 
risk," commented one sardonic broker. 

Just in case the investing public 
doubts the buoyancy of Ben's QAF-im- 
pregnated shares, the takeover propo- 
sal includes a “put-option” — a stand- 





with : 


ing offer by QAF to buy back any out- 
standing Ben shares at the 79-cenl 
strike price within à year of relisting, 
Straits Steamship's announcement of 
the deal cites this provision as “a gës- 
ture of confidence in the enlarged 
group." The option, coupled with the 
discounted offer price, should effec- 
tively forestall any rush by the publie 
to take up the QAF bid 

Not that QAF needs to worry much, 
anvway, about exceeding the 90% 
maximum stake allowed à majority 
shareholder before a counter is de 
listed under Singapore regulations 
For one thing, there is Straits Steam- 
ship's remaining 15% stake. Then, too, 
QAF declares its intention to make 
available a portion of its own stake to 
"the Bruneian publie" at the bargam 
price of 79 cents — a ploy reminiscent 
of Malaysia's concessionary "bumipu- 
tra issues. 

And like the bumiputra issues, im 
practice the Brunei issue of QAF/Ben 
shares is likely to find its way into two 
types of portfolio: state-backed in- 
stitutions and. individual nominees 
who act on behalf of the largely 
Chinese investment syndicates of 
Singapore, Malaysia and Brunet itself 
Adding the Brunei issue shares to the 
17% stake already in public hands 
makes for nearly athird of Ben s capi 
tal free to trade on the local exchanges 

an unusually high proportion fot 
Singaporean and Malaysian ‘blue 
chips, and unprecedented among the 


79 
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tax and extraordinaries of S$14 
million in.1983. Although its perform- | 
ance this year is expected to improve, 
nd its $$720.000 share of Ben's now 
uaranteed earnings will surely be 









could still opt to sell out. 







ha e Straits Steamship's adoptive par- 













é QAF t to strip out Ben's origi- 
business. "It wouldn't be too hard 
ind a buyer," commented one. "On 
oing-concern basis, Ben has solid 
fit potential, and the asset-sale 
roceeds could be used to retire its 
ebt. That would leave QAF with a 
blic vehicle untainted bv anv past 
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MPANIES/MALAYSIA 






/ James Clad in Kuala Lumpur 


Malaysia, attention to the cor- 
porate dimension of the New Econo- 
iic Policy (NEP) — a programme to 
ransfer 30% of corporate equity to 
bumiputras (mainly Malays) by 1990 
=- usually focuses on "flagships" such 
as Permodalan Nasional Bhd or Per- 
badanan Nasional. These enterprises, 
together with other large fund mana- 
ers (such as the Muslim Pilgrims 
Board or the Armed Forces Founda- 
tion), steal the limelight because of the 
arge resources they can mobilise, or 
because of their sometimes dramatic 
acquisitions of foreign or local non- 
bumiputra assets. 

The NEP has other corporate en- 
gines working, however. The varying 
unes of Permodalan Bersatu Bhd 
PBB) is a case in point: as a holding 
ompany wholly owned by Koperasi 
aha Bersatu (KUB) — a cooperative 
d by members of the United 
alays National Organisation (Umno) 
— PBB has experienced a major man- 



































now ds "seeking 1 | to ‘reduce its gearing 


me of TURA Steamship's a 
bt burden. The company madea loss 


welcome, the cash-strapped concern 


 QAF, once its delisting fears are al- 
:d, would be unlikely to object. Nor 


nt: at Keppel ever Do at ease with 


ture, 


" ling. bumiputra enterprise seeks to. reduce debt and 
prove management while continuing to broaden its base 


agement. change since mid-1983, and | 
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Sir TOEA Pa , splits t the è ifilbpibg, holdings 
out of his World Xternational ampie. | | 
By Christopher Wood 


Io room for manoeuvre: ‘in 


uncertain Hongkong seems to be the 
only motive that can be attributed with 


some certainty to the latest’ corporate 
reorganisation of shipping magnate 
Sir Yue-kong Pao's business empire. In 
a move that has left the stockmarket 
'guessing — if not bemused — World 


International, the Hongkong shipping 
and property group controlled by Pao, 


announced on 19 July that it plans to 
spin off its shipping interests in a sepa- 
rate quoted vehicle, East Asia Naviga- 


tion (EAN). 


Under its present corporate struc- 
shipping interests {including 
those held by World before the acquis- 


ition of EAN in 1980) are held by EAN, 


a wholly owned but unlisted sub- 
sidiary. World will now become 
primarily a holding company. for its 
44.5% stake in Hongkong and Kow- 
loon Wharf and Godown Co., a conser- 
vatively managed property-invest- 


Pu p MEE ET NUS 


PBB emerged in the mid- 1970s in re- 
sponse to the Malaysian Chinese As- 


sociation (MCA) experiment e 


Multi-Purpose Holdings (MPH) | 
public company held by Kororas er: 
baguna Malaysia (a cooperative owned 
mostly by MCA members). PBB was es- 
tablished with Tan Sri Kamarul Ari- 
fin, former executive chairman of 
Bank Bumiputra, as chairman. Al- 
though KUB is not strictly reserved for 
Malay ownership, more than 90% of its 
shareholding is in Malay hands. 
Under Kamarul’s guidance, PBB de- 
cided in 1982 to buy a near-dormant 
tin counter, Idris Hydraulics ple, 
which was listed on both the Kuala 
Lumpur Stock Exchange (KLSE) and 
the Stock Exchange in London. The 
price paid was at a considerable pre- 
mium — of M$14 (US$5.98) for each 
10p share. (From the outset, the com- 
pany was sought for its listing, not 


| its mining operations — which are be- 
ing phased out as PRISUDB. in. leases 


expire.) 


In June, dris E Bhd (IB) — -as the list- | 
ing is now known — floated 70 mi 


^ment cortipany: bought between 1978 
“and 198} for a total cost of around 
 HK$5 billion (US$641 million). 
A The official (and only) explanation 
for the deál given in the statement, is 
that the value put on World. by the 
‘stockmarket mainly has reflected the 
‘value of the investment in Wharf, and 
‘has failed to put sufficient value on the 
shipping interests — a well-known Pao 
‘grouse. Separating the shipping and 
property activities, it issaid, will make 
it easier for the market to evaluate 
their respective merits. Certainly, the 
"shipping interests have tended to de- 
‘press World's rating, with the stock 
trading at well below asset value. 
"However, it is hard to believe that Pao 
- would go to the expense and trouble of 
“such a move unless there were other 
motives. Theories ‘abound and a 
number of permutations are possible. 
. The terms of the proposals, to be ef- 
fected by a legal scheme of arrange- 


M mE 





50-cent shares, of which 63 million 
| were reserved. for KUB members. The 
‘remaining 7 million shares were, in the 
usual tradition of KLSE flótations, 42 
times oversubseribed. After the float, 
'the paid-up capital of IB stood at 
M$136 million, a sum which IB's plan- 
ners sáid was. right, given the need to 
service dividends — bumiputra share- 
| holders are not renowned for Becepline 
long dividend deferments. 

The float is linked to 100% acquisi- 
tions in Kewangan Usada Bersatu Bhd 
(KUBB), Talaseo Insurance (purchas- 
ed from the Umno youth wing), prop- 
erty firms, Masa’ Merdeka and Men- 
gawarti, and electrical-appliance 
maker Advanced Electronics for a con- 
sideration satisfied by the issuance of 
201 million shares valued at 70 cents 
each, 

KUBB — a finance company gared 
by PBB in the:1970s and now third- 
largest in Malaysia on the basis of loan 
assets (close to M$200 millión) — is un- 
doubtedly the biggest horse in the PBB 
stable. Its five branches dispense leas- 
ing, hire purchase and mortgage fi- 
nance, with'53%vof its borrowers, on 
latest figures "being. non-bumiputras. 
Through => Syatikat ^^ Permodalan 
Pertisaliaah : ‘Perak (SPPP), PBB also 
has another ‘associate company dis- 
| pensing financial services, this being 
'an indirect: 41:296 holding rongi a 


























diveah 


“the inter-group 










amount. This, according to a World 
spokesman, is the “consideration” for 
“those shipping interests brought into 
EAN from the rest of the World group 
folowing the EAN acquisition. Sig- 
«nificantly, the statement adds that 
.EAN proposes to treat this HK1.477 
,billion as an. extraordinary profit 
-against which any losses arising from 
¿the future sale of. vessels will be 
„charged. Further such losses are on the 
horizon given present market condi- 
‘tions: in the year ended 31 March, 
^, World disclosed extraordinary losses 
p from vessel sales of HK$221.6 million. 


In one. sense, Pao has created for 


himself a purely shipping. vehicle | 


which has received assets, in effect. 
free. — World having made the 
HK$1. 477 billion write-down. rather 
than EAN. But this does not mean, as 
. Some have suggested, that the fleet is 


“debt free,” as some of the vessels still. 


will have outstanding debt on them. 
Louis that is not too great a burden by 





» which i is TAGs Banking: Bhd (54%). 


The need to seek a quoted vehicle for 


l ihe PBB group marks the divergence | 
_ from the MPH model; part of PBB's as- 


Sets consists of Malay reserved land — 


: a stipulation of whichis that its owners | 


.must be entirely bumiputra, something 
which a publicly listed PBB could not 
-e..Buying a quoted but small com- 
. pany (1984 profit forecast: M$360,000) 


. also avoided time and. performance 
criteria imposed by Malaysia's Capital 


Issues Committee (CIC) before grant- 
ing a listing. By contrast, MPH ac- 
quired a listing from the CIC in 1983 
niger a five-year wait. 


a BB's rather disparate holdings 

have now been regrouped into three 
broad divisions: IB (which will have 
100% holdings in finance, land deve- 
lopment, insurance and electronics 
ventures); SPPP .(a . Perak-based 
-bumiputra company with a M$30 mil- 
lion capitalisation controlling mainly 
majority or absolute holdings in plant- 
ations, leasing, timber, and banking), 
and, directly under PBB's directors, a 
. Stable of nine companies of which the 
„most important contingent liability is 
. found in PBB's 30% stake in Pusat 
. Bandar Damansara, an MPH-linked 
venture. In what was hailed as a multi- 
_ racial business breakthrough late in 
. 1983, PBB also is collaborating with 
z MPH to develop 1,400 acres of housing 





n indebtedness" owed to it by a. 
| Hy- owned subsidiary of EAN, 7 
E ld's reserves being reduced by that - 


in Kepong, Selangor and a. farther Bk 
( fo Aa 


cen y of selling vessels on the ex- 


 piry of charters, 


From a total ef 6.2 million: dwt in 


 mid-1982, the fleet has now been re- 


duced to around 4 million dwt, though 
there is still a relatively heavy expo- 
sure to tankers, with. 15 in the fleet. 
Their average age is, put at around 
eight years and in current conditions, 
World is likely to. face more extra- 


ordinary losses when these are sold. 


However, gearing is low, by the ship- 
ping. industry's standards, especially 
as it does.not.include Wharf's strong 
cash position. It is consolidated as an 
associate. Taking into account extra- 
ordinary profits from all recent asset 
sales, Wharf's net cash position cur- 
rently: stands at around HK$700 mil- 
lion, analysts estimate. 

(World. has just announced pre-tax 
profits. for the year ended 31 March of 
HK$671.1 million before extraor- 


dinaries, its share. of earnings from | 


Wharf being HK$260 million, though 


| that was for a 15-month period. Wharf 
| having changed its reporting date.) 


The reorganisation also. means that, 
cosmetically at least, the extent of fu- 
ture losses from vessel sales will be 


Lumpur. 


If PBB has | problems, they coulo be 






management. Answering<to at "uri: 


wieldy, 20-man KUB board (which re- - 


flects in turn a considerable range of 


Umno opinion), is demandirig for PBB's 





chairman; Tan Sri Ibrahim Mohamed, 


also chairman of Promet — a notably 


active corporate player over the: past 
two. years (REVIEW, 28 June). Datuk 


Azman Hashim, chairman of Arab-Ma- 


laysian Merchant Bank, is deputy 


chairman. The four other board mem- 
bers are Sapura Holdings’ Shamsud- 
din Kadir, former Perak civil servant 
Wan Mokhtar, former Umno secret- 
ary-general Datuk Mustafa- Jabar and 
KUB general manager Datuk 


. Mohamed Noor Abu Osman. 


The board came into being in July 
1983 following a.power play in Feb- 
ruary of the same year by KUB chair- 
man Datuk Harun Idris, who replaced 
Kamarul in 1982. after accusations 
were traded that Kamarul's manage- 
ment had led to "over-gearing to buy 
overpriced assets which were then left 
to lie dormant," as one source put it. 


Chances are that Harun (who failed in 


an attempt at the Umno deputy presi- 


. dency in May) may step down as chair- 
man at the next KUB annual general 


meeting. Sources within KUB describe 
e cooperative's gearing as. quite 
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Any such. deal; would depend on 

r market conditions. 
_ On the property side, Pao also finds 
himself with increased flexibility. 
With the shipping exposure removed, 
he. conceivablv could use. Wharf's 
strong cash position to gear up sub- 
stantially for further acquisitions. He 
also better placed to secure majority 
control of Wharf, a wish he has dem- 
strated in the past. In November 
31. Pao tried to merge World with 
a plan which came unstuck 




















probably - exaggerated) fears 
ut. the condition of the shipping 
. The planned reorganisation 
arly eliminates that obstacle. 

























ether Pao still wants full control 
npany has been very conservatively 


ll-positioned ^as ‘anv Hongkong 
erty concern. However, no deve- 


inal phase of the successful Har- 
City development, indicating the 


aking. But clearly the cash in the 
robably the most sensible. if un- 
sterv surrounding the reorganisa- 
_is that Pao wants maximum lee- 
from which to plan his next move. 
ne meantime, he is likely to wide his 
e and see how political develop- 
ents unravel in Hongkong in the vital 
onths ahead, when at least some de- 
ce of uncertainty should be removed 
rom the equation: ~ 
: Ifthe outlook is bearish; Wharf can 
e stripped of cash bv a large dividend 
payout in the same way that Li Ka- 
ing removed much of the money 
m Hongkong's other cash mountain, 
utchison Whampoa, though that way 
ao would only end up with half the 
tash reflecting World's current hold- 
|. Similarly, the shipping side has no 
exposure to Hongkong in terms of 
d'assets and, with the ships tending 
be Panama- or Liberia-registered, 
ie whole fleet could, literally, sail 
ay. 
Alternatively, should Pao turn bull- 
World is now the perfect Hong- 
ehicle for acquisitions, free of 
pping interests which have pre- 
deterred the investor, and one 
b: f which he could gear up 















































| Acash-sta 


ies respectively) have done in the 


minority sharehold- 


of Wharf remains a moot point. The - 


naged under his control and is as 
pments are currently planned after | 


defensiveness of current management - 


matic, conclusion to the apparent. 


. Euroyen bonds, whose attractiveness 
.is marred by the tax. The net formula 


ese bond issuers will be lowering 





By Philip Bowring in Hongkong . 
WAP hile Hongkong was having another 
WW bout of 1997 jitters; two institu- 
tions were, in different ways, showing 
faith in the future. The government- 
owned Mass Transit Railway Corp. 
(MTRC) announced that it was raising 
US$100 million for three years via an 
issue of commercial paper on the New 
York market, guaranteed’ by Barclays 
Bank. | | 

From the viewpoint of the MTRC, 
which is Hongkong 's largest borrower, 
the decision to borrow US dollars 
rather than local currency stemmed 
from faith that the US-Hongkong dol- 
lar currency peg would remain in- 





tact. thus eliminating any serious ex- 


change risk while enabling it to take 


advantage of the lower interest cost of - 


US dollars. 


Although the money will be used to 


& 


refinance existing US dollar debt, 


there is no particular reason why it 
could not have borrowed locally — 
though doubtless thé government is 
happy to see capital flowing in rather 
than out of Hongkong. | 

. The MTRC move is a bold one, con- 
sidering all its revenue is in local cur- 
rency — and considering its dismal 
previous record of exchange losses. In 
the past, it has done its best to 


minimise currency exposure, notably | 


by getting export credit from several 





An attrac 


ed MTRC is set to borrow US dollars 
viaa commercial; paper issue in New York 








countries -effectively denominated in 
Hongkong currency. 

Even so, it has had to make provi- 
sions of HK$595 million (US$76.28 
million) for exchange losses over the 
past two years as a result of the fall of 
the Hongkong dollar. And that fol- 
lowed an ill-timed early repayment of 
ven borrowings ín 1978; just when the 
yen was at its height. 

The bankers' faith is of a different 
order. Although the issue carries no 
government guarantee, and though the 
MTRC's finances seem set to remain in 
a precarious state for the next few 
years, the MTRC has become the first 
Hongkong borrower and one of the 
first in developing Asía to tap the New 
York commercial-paper market. (It 
was preceded by South Korean com- 
panies such as Daewoo and Hyundai, 
and by Singapore's Keppel Shipyard.) 

The paper will be issued through 











offered rate. - . | 
Otherwise, the issue is expected to 





Japan is to shift the responsibility for paying tax on Euroyen _ 
bonds to make these instruments more appealing 


By Hikaru Kerns in Tokyo 


he 20% withholding tax on interest 

from Euroyen bonds, currently 
paid bv investors. will be paid by the 
bond issuers under a "net formula" 
proposal expected to be approved soon 
by the Japanese financial authorities 
and announced in September, securi- 
ties sources said. The Japanese securi- 
ties industry, led by the four major 
houses, had offered the proposal to 
overcome investor resistance to 


proposal, however, means that Japan- 


the coupon rate to compensate for 
the burden of paying the withholding | 


tax. | 
All but the final details of the propo- 


: sal have been worked out and agreed | 

































upon, securities sources said. Borrow- 
ers appear to be eager to issue conver- 
tible bonds later this year, depending 
on equity-market conditions, because 
it has been "very difficult" in recent 
times to raise funds overseas. 

The 20% withholding tax is viewed 
more as a psychological nuisance than 
a real financial disincentive, since con- 
vertible-bond interest rates already 
are so low (currency investment being 


, the primary attraction for overseas in- 
-vestors), but it. is thought that 


715-3.576. | 

























gu tee; Aaler fees: are slightly 
higher than; icated-loan fees and 
spreads, the overall cost to the bor- 
rower is estimated in normal market ` 
conditions. to. inge between one- 
eighth and.one-quarter lower. 
-This ground-breaking issue under- 
lines. the additional clout: that prime 
borrowers and prime banks have in an 
international © lending environment 
Where deals are few and far between, 
but where there is an overwhelming 
"demand for quality. To get business, 
. banks have had to look for new and 
cheaper ways of funding prime bor- 
LL "rowersin the region. At the same time. 
^» bank-backed access by Asian borrow- 
<> ers can only be effectively provided bv 
¿the relatively small number of banks, 
‘such as Barclays. with top ratings in 
the New York market. For those with 
lesser ratings. the cost of funds would 
=: mean there was no significant advan- 
. tage over a syndicated loan. 



















l toduciig unfamiliar names to New 


> “eventually be able to use the market di- 
rectly rather than via a major bank. It 
cis hot clear how many names in Hong- 
-kong. have sufficient stature to be 

- brought to the New York market. 

, Bankers suggest there mav be half a 

dozen... 

Even. though this issue carries no 
government guarantee— an indication 
~of how established the MTRC now is as 
_a borrower — it owes its market posi- 
tion to.its status as a government cor- 





















Minimi is sieht: to "pe of. Sr T 
monetary consideration. especial t to | 
investors « 'ho are looking for capital 
gain. The withholding tax causes un- 
wanted paperwork and involvement 
with government procedures: and 
securities houses have become acutely 

aware of its HBDODUIADIY among in- 

_ vestors. 

The weakening of the ven along with 
a&. massive decline in stockmarket 
prices have complicated the market for 
convertible bonds. Moreover, foreign- 
ers have been ‘liquidating their 
shareholdings in Tokyo and have re- 
portedly become wary of re-entering. 

But some believe- that a sufficient 
weakening of the ven and of share 
prices may rejuvenate demand for Ja- 

panese equities. 

There still is no prospect for straight 
(non-convertible) Euroyen bond issues 
aslongasthe withholding tax remains 
. in.effect. Some 130 Japanese com- 
|. panies are eligible to issue Euroyen | 
m bonds i n he wake of the financial- 

ation. policy. adopted earlier 

























th MEN Ei 
. billion and be 


York should mean that they may || to 94.31 trillion (US$18.4 billion) in 


| oration, not to the state of. its, fi- 


B 
losses running at HK$500. million a 
year. (0€ 

These are likely to escalate in the 
first two years of Island Line operation 
as interest is no longer capitalised and 
as traffic on the new line builds up. De- 


| Spite the burden of debt, the MTRC ex- 


pects it can show positive cash flow 
(before depreciation, which was 
HK$305 million in 1983), by 1989-90. 
The railway is now meeting traffic 
and Tevenue projections but finance 
costs are crippling and the corporation 
badly needs a new equity injection, but 
is unlikely to get it from a government 
which is itself strapped for cash. Asa 









Nissan profits down 
Nissan Motor, Japan's second- -largest 
car maker, reported a 5.85 increase 


consolidated net sales for the vear 
ended 31 Mar. Net income dropped a 
hefty 29.1%, however, to ¥74 billion. 
Nissan began manufacturing small 
trucks in the United States during the 
year, but the affiliated company 


| chalked up a loss of €18 billion owing 


ror a low operating ratio in its first 


| vestment (to build new: "actóries) i in 
| Nissan Mexicana, as well as Motor 
| Iberica in Spain. contributed to the 
profit decline. Sales. subsidiaries in. 


the US and Canada did well. how- 
' m. BAUM MIYAZAWA 







Major Australian. iron-ore supplier 


 Hamersley. Holdings has benefited 


from the rise in world demand for its 
products and turned in a buoyant net 


profit of A$45.57 million (US$37.9.- 


million) for the six months ended 30 
June. This was a 13.5% rise from the 
previous corresponding level and re- 
flected the upsurge in demand par- 
ticularly in the three months to. 30 
June. As with all Australian export- 
ers, Hamersley has profited from the 
Australian -dollar’s slide. Another 
boon for the company was the halt in 
Indian iron-ore production owing to. 
a strike, with Hamersley filling the 
breach in contracts. These develop- 
nients offset the 12% reduction in 
price that was negotiated earlier this 
year in'a number of Hamersley's con- 
‘tracts, os those with the Ja- 
pane E 
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hh The one Soe ia 
: road/rail tunnel will be built 























struct puo à daniel: ane if. te 










MTRC and the government. 

Another road tunnel is badiv nei 
and a joint tunnel is estimated t 
25% or so cheaper than two se 
road tunnel is to | be i 






ones. If a 








merci ial circumstances io want a 
one too, to ünk the stand ot 






























































Traders Bol B m part [ 

Philippines Roberto Ben 
glomerate, timed the release 
positive earnings report with th 
break of heavy withdrawals of 
sits from savings banks, whic! 
fected even some commercial ba: 
(page 78) It earned P40.9 m 
(US$2.27 milion) net in dà 
June this year, almost matchi 
P46.4 million figure for the. vh 
1983. The profit jump. bank + 
dent D. R: Panguilinansaid, wa 
led by a P308 million expansio 
deposits — indicative, he ad 
sustained confidence in 
Roval (in which Canada's. 
used to be a 40% equity p 







































Alcoa does well 
Higher alumina ‘sales and hig h 
prices for aluminium boosted Ale: 
of Australia's. performance for t 
half-year ended 30 June, resulting. 
a net profit of 824.8 millic 
(US$20.7 million) for the period. 
was a gain of A$5.8 million over 
previous corresponding period bi 
was well below the A$39 mi 
earned in the six months ended. 
1983. That period": s strong results r 
flected the peak in aluminium pri 
Alcoa plans to diversifv from 
heavy dependence on alumina pre 
duction once its Portland refin ery. 
| in operation. The June results me. 
Alcoa shareholders received 
first cash dividend since 1980, 
| directors declaring an ASIS. | 
distribution | 

















































































SEOUL: Lively trading, concentrated on blue- 
chip shares, ptished the composite index up 3.94 
points to 135.24, with average daily volume ris- 
ng by 6.2 million shares to 20.98 million. Buoy- 
ing confidence were further optimistic an- 
ouncements regardihg an oil strike by South 
Korean companies in North Yemen and the gov- 
ernment'ss announcement of a comprehensive 
plan to assist overseas-construction contractors, 
which is expected to benefit the largest firms. 
mong sectoral indices, construction recorded 
he biggest gain, up 12.37 points. 











ONG: The Hang Seng Index nosedived 
t the close of the period. losing more than 50 
oints to 747.02. Trading was quiet for most of 
period with prices fluctuating within a nar- 
.range. Daily average turnover dipped to 
(00 million (US$12.8 million), The sudden 
p fall on the last trading day was attributed 
fresh jitters over the imminent visit of British 
sign Secretary Sir Geoffrey Howe to Peking 
eculation mounted that Sino-British 














crucial stage. 


IGAPORE: After six straight weeks of de- 
line. the market staged an uninspiring turn- 
ound with Fraser's Industrial Index rising 
20 points to close at 4.769.49. Volume re- 
| ained thin, averaging a modest 9.31 million 
j ils-(8.4 million previously). And much 
that volume, as well as much of the rise of the 
ex, was accounted for by. a single share — 

n-El, which shot upward daily to close at 
80. (US$1.31). 26% higher than when it 



















ofessed themselves in the dark, when queried 
xchange officials, observers ascribed the rise 
o syndicate activity and the prospect of favour- 
half-year results. 


UALA LUMPUR: The exchange experienced 


nother period of listless trading as sentiment- 
dampening anxiety about United States interest 
rates continued to overhang the market. Locally, 
nfidence remained bearish in the absence of 
beat corporate developments. Tight money 
nd slipping commodity prices further depressed 
sentiment and even à generally well-received 






















little to lift lacklustre trading which slumped on 
the second day of the period to the lowest volume 
in eight ‘months m million units). The only 
ounters attracting interest were speculative 
w-liners and some listings (such as Faber Mer- 
in and Raleigh Cycles) connected to Malaysia's 
e "finance anuo Daim Zainuddin. 



















F : "Mining: ‘stocks bore the brunt of 
ket shakiness, as traders took a dim view of 

> commodity prices. A sharp fall in the gold 
andthe Tuin US dollar intensified the dis- 






































gotiations over. Hongkong 's future had reach- - 


gan the period. Although Pan-El directors: 


new.cabinet line-up, announced on 14 July, did: 













"ARS Soutiumberéd bulls in Rus in the he perf Gl 2 DJ uly’. Heavy losses were experi- 
nced in the Philippines, Hongkong, New Zealand ar 
decline. South Korea was the only major gainer. 





shed, 7.1 points to 408 on the last da». giving it a 
loss of 13:6 points on the period. The Australian | 


All-Ordinaries Index was slightly lower at 675. 


NEW ZEALAND: The uptrend lasted only as far 


" gs thé focaP currency devaluation the market had 
been looking for. At 20975.it was atleast 5% 
beyond the range of worst estimates. The flow- 
through to inflation of a devaluation of this size 


with the prospect of rising rates. In the wake of 
valuation disappeared and prices turned sharply 
lower. At the end-of. the. period the government 


announced a NZ$500 million (US$250 million) 
stock tender to mop up an inflow of funds. 


TOKYO: The bankruptcy of Riccar Co. and the 
weakening of the yen depressed investors, trig- 
gering a market decline to a seven-month low. 


9,900 and continued to plunge to a close of 
9,703.35 at the end of the period. Riccar's bank- 
ruptcy triggered à wave of selling on a broad 


were recommending cuts in oil and electricity 
later in the period, however, share prices and 


ed price index managed to gain: 5.37 points on 


| the period, closing at 889.52. Daily turnover 
| averaged NT$453 million (US$11. 33- million). 


Analysts agreed that this relatively weak per- 
formance indicated a continuing market correc- 
tion, despite the small early upsurge. 


BANGKOK: Interest dropped to a low point de- 
spite the absence of negative factors. One piece of 
good news was the likelihood of the corporate- 
and personal-tax structure being revised with 
likely benefits to corporations and tax-paying 
individuals. Fears that the domestic lending rate 
might inch up in line with the offshore trend 
tended to put a damper on the general invest- 
ment climate. The period saw the listing of 
another finance company, Union Asia Finance, 
part of the Bangkok Bank's stable, on 20 July. 


low of 81:99: million shares worth P15.59 million 
(US$866,000). The mining index fell 61.93 points 





Benguet — the last not only faced a strike threat 


Most of the E took k placei in B shares, 
: old 3. The com | 


gave investors pause. The simultaneous removal 
of interest-rate controls also presented investors 


this onslaught, enthusiasm for the effects of de- 


to 944.37 on losses in Lepanto, Philex, Atlas and 


id Japan in line with Wall Street’ s; | 





Having just broken through the psychological E | 
barrier of 10,000 points, the market average de- 
fied technical indications of a resistance level at . 


front, but the more fundamental worry was over 
the announcement that goverhment' e E | 


prices. When the cabinet veteed"the proposal | 


trading activity started to fall again. The weight- Clo wes 


MANILA: Market turnover dipped to a record 


‘but also failed to get official clearance for 
copper-concentrates exports to J apanese buyers. | 
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P ANNALS OF CHINA'S ENTERPRISE RE- 








` GISTER draws its information from the data 
file provided by the STATE ADMINISTRA- 
TION OF INDUSTRY AND COMMERCE. 











. Based on the information of enterprise regis- 
_ trations under the economic laws, this Register 


is an authoritative and comprehensive work of 

reference designed to disseminate information 
. for all licit corporations. It is completely de- 
. pendable, and well documented, presenting re- 





liable information and data for China's socialist 





economic construction. It further serves as a 


.valuable reference source for those involved in 
_. the study of Chinese economy. | | à 

. It contains information on 600 Chinese na- 

. tional corporations and foreign trading com- 








panies, and their branch offices, The majority 
of the enterprises are new economic structures 
which have integrated supply, manpower, pro- 
duction, sales, monetary and material re- 
sources together to develop trade opportunities 
and economic prowess. These corporat 
and companies form the core of the national 
enterprises and are instrumental in the import- 
ing of foreign technology and equipment, and 
in the development of foreign economic rela- 
tions and trade. | m M" | 















. This Register published bilingually in English and Chinese provides a company profile, 
'opies of business licence and certificate, scope of trade and registered capital of the individual 
orporation. Through the company profile, the actual business activities are described, 
ur of key executives and pictures of major products and com- 


lay and send together with your payment in the amount. 
your local currency) per copy to the indicated address. 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


copy(s) of The Annals of China's Enterprise Register for which I enclose US$80 per copy. For 
livery add US$12 and for airmail delivery add US$25 per copy. . | 
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(fish pond farmers) in the Indonesian 

province of South Sulawesi, harvests 
< his black-tiger shrimp, the local pen- 
|. gumpul (collector) Haji Basolle sends 
over a truck carrying ice-boxes. 
.Basolle and his fellow pengumpuls 
then pass ón the high-value products 
-one step higher to their coordinator, 
-Haji Aziz. It is only Aziz — and a 
dozen other coordinators — who deal 
directly with Mitra Kartika Sejati, 
- the cold-storage joint venture typi- 
¿cally owned by a trading company 
< and a fishery company from Japan 
- and an Indonesian partner — in this 
-case an army cooperative. 

The pyramid-shaped industry for 
harvesting, collecting and processing 
cultivated shrimp has served the re- 
-gion reasonably well. The fact that so 
many who are in it have been on the 
“haj (pilgrimage to Mecca) is proof 

.hat they are not doing badly. South 
Sulawesi has become the leading 
hrimp-farming area in the 
untry. — 

Even so. compared to coun- 
ries such as Taiwan, the 
method of shrimp farming 
ere is primitive and the yield 
s ridiculouslv low. There is 
bvious need for improve- 
ment but the industry does 
ot provide strong, built-in 
ncentives for additional in- 
'estment. And so the gov- 
rhment is moving in with a 
'fish-pond intensification" 
programme. Both output 
and productivity could grow 
dramatically as a result, but 
some are wondering if itis a 
good idea to concentrate so 
much effort on one product. 

. The five cold storages in Ujung- 
ndang produce approximately 























port each year — slightly less than. 


ar the biggest buyer, followed by 
ongkong, Singapore and the United 
States. What is special about 
Jjungpandang is that, of all the 
shrimp-processing centres in In- 
donesia, it has the highest proportion 
ot cultivated shrimp, now accounting 
for about 70-80% of total tonnage. 
The proportion of cultivated shrimp 
is much lower (and that of captured 
oastal shrimp higher) in Kaliman- 
Sumatrá and Java. In Irian Jaya, 
I the shrimp. processed comes from 
lers. 
Given that the yield on investment 
asier to control in cultivated 
mp, the high ratio of the culti- 
ted variety compared to natural 








Buts nd productivity is still 


Į hen Haji Bahran, one of the 
thousands of petani empang 








3, 000. tonnes of frozen shrimp for ex- 


¿> Infrastructural 
0% of the national total. Japan is by‘ 


sh mp s considered a good thing. oj 








decd: in Tndonesis generally. Some. 
| Say the provincial average cannot 
reach 100 kg of blagk-tiger shrimp - 
per hectare annually, while others — | . 










excluding ponds which are supplied. 


with seed shrimp, but are virtually 
left alone until harvest time — esti- 
mate the productivity at 250-300 kg/ 
ha a year. The Taiwanese have suc- 
ceeded in raising their average pond 
productivity to 2-6,000 kg/ha and, in 
certain cases, have attained 10,000 
kg/ha a year, it is said. 

Taiwan suddenly has emer ged as 
the third-biggest supplier of shrimp 
to Japan after India and Indonesia. 
What is more, Australia, Thailand, 
China, Pakistan and the Philippines, 
among others, are eager to sell more 
in the J apanese market. To ensure In- 
donesia remains competitive, a great 
deal of money will be required. This 
will be spent on: 


» Hatcheries, needed to produce the 
enormous numbers of seed shrimp at 





given times of the year — periods 


when natural supplies of seed Shrimp | 


are no longer adequate. 
improvements. | 
The ponds shouldbe made deeper 
and the irrigation systems upgraded 
to accommodate more shrimp per 
hectare, for example. 

» Fertilisers and other chemicals, 
shrimp feed and various instruments 
essential for cultivation. 


ut the shrimp-growing industry 

does not generate its own invest- 
ment funds, naturally: the cold stor- 
ages hesitate to. supply money needed 
bv producers over whom thev have 
little control. Some cold stor ages, in 
fact, have tried in the past to set up 


| their own shrimp-collection network 


and lost heavily,’ The trouble was that 


credit could not be recovered and loy- 
alty could not be won. This is pre-|m : 


oordinators and the 
tally either inform- 


cisely why th 
pengumpuls : 
























al leaders or capable Chinese 
chants — were recruited. It ap 
that the majority of the coordir 
and pengumpuls are happy 
middlemen, though they claim 
commission is fairly low. The 
dinators also sometimes ac 
moneylenders, but there is a lit 
their private funds and interest 
are high. Some coordinators anc 
gumpuls, of ‘course, have aeq 
their own shrimp ponds, but : 
rently they are not taking the le 
technological innovation. 

At the bottom of the pyramid, 
are several types of “shrimp : 
ers.” Some are really landlords 






















1 hundreds of hectares of ponds | 





-out to tenant shrimp-farmers. B 
and large, the spirit ofc 
prise is still a rare com 
itv particularly amon, 
tenant farmers — as a 
traditional fishermen. 

Producer cooper: 
might be one solution t 
capital-shortage pro 
and indeed the officiall 
couraged cooperatives 
been busy trying to cut 
slice of the lucrative sł 
business. Cooperative 
cials, however, hàve : 

themselves unpopular, | 
unprofessional and 
corrupt. — 

Against. this € 
the government's pon 

T tensification progra 

mav provide the needed impetus 
plan i is to invest more capital i inc 
ing ponds in five provinces: £ 

Sulawesi; East, Central and 

Java. and Aceh. In the current | 

year, a total of 11,300 ha are 

marked for intensification, wit 
lion's share of the benefit goi 

South Sulawesi and East Java 

Small fish farmers, fi: 
cooperatives as well as hateh 
will receive cheap credit for in 
ment. In the past, the governm 
subsidised credit schemes — sui 
its rice-intensification program! 
in rural areas have suffered very 
loan-recovery records. But 













































| Schemes also revolutionised agr 


tural techniques — and thin 

Similar results are envisaged b: 

.perts for the fish-pond-intensi 

tion programme, puc the EON 
wie ae 
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on I I Business Computer Systems everyday. 


As an integral part of the 
innovative CHATS (Clearing 
House Automated Transfer 
System) programme, TI Business 
Computer Systems enable 
bankers to make instant transfers 
of funds. Thus eliminating the 
need for time-consuming cashier 
orders or the actual transfer of 
physical cash. While exploiting 
all the advantages of same-day 
transactions. 

In an on-line funds 
transfer system, system reliability 
isa major concern. One of the 
key reasons Texas Instruments 
computers were selected for use in 
CHATS was reliability. By using 
TI Business Computers System 


i , i » i * D "1 [^ | 1 OU B, f 5 i ut 
downtime is almost non-existent. [1 300/600 Business Com = 
Authorized Distributors: Australia NBS National Business Systems, 2144 © Indonesia P. T. Inti Astakona Elektronika 
[ | j| * Philippines Universal Computer Services, Tel: 564 * Singapore Tet Wai Computer Services (Pte) Ltd, 

(43 1302 © Thailand Computer Technology Co. Ltd., T E84 
Il offices: Australia Tl Australia Ltd, Tcl: (2)1-887 1122 © Hongkong TI Asia Ltd, 0-422 | * Korea Tl Supply Co 


Singapore TI Asia Ltd, Tel: 747 2255 © Tmiwan TI Supply Co., Te 


The TI 300/600 Business 
Computer Systems also offer a 
variety of configurations to fit 
the individual needs of each 
bank and can be expanded or 
upgraded as those needs grow. 

Price performance, 
reliability and flexibility. Small 
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Beams light 
look at the Raj 


Memoirs of a Bengal Civilian by John 
Beames. Eland Books. £4.95 
(US$6.50). 


WS a few exceptions, reminis- 
cences of old India-hands tend to 
be rather like those other items of fur- 
niture and bric-à-brac of the Raj con- 
signed to the post-imperial lumber 
room of nostalgia: quaintly interesting 
to collectors of such curios but with a 
pervasive odour of dust and moth- 
balls. 

Beames' Memoirs of a Bengal Civi- 
lian, however, lives up to its subtitle — 
The Lively Narrative of a Victorian 
District Officer — and is a refreshing 
change from the rule. 

Son of a scholarly London priest, 
Beames strayed into his career when 
his school headmaster recommended 
him for a nomination to the Indian 
Civil Service on the strength of his 
"erratic tendencies." He landed in 
India on 16 March 1858, one of the last 
batch of cadets sent out by the East 


India Company 
whose custodian- 
ship of the future 
jewelinthe crown 
was soon to be 
superseded by 
parliamentary 
control as a result 
of the 1857 upris- 
ing which was 
still in the pro- 
cess of being put 
down. 

He wastospend 
the next 35 years 
—  barring two 
short spells of 
home leave — in 
India as part of 
the “iron frame" that supported the Raj. 

After an orientation course in Cal- 
cutta studying local languages and 
customs, he journeyed by train, pony 
cart and horseback for 1,200 miles and 
24 days along the Grand Trunk Road to 
Gujrat in Punjab to serve as assistant 
to the local deputy commissioner. 

In outline, Beames' story is almost 
archetypal: what makes his book strik- 
ingly different is his vivid descriptions 
of scenes and people and his outspoken 
candour. Beames wrote for his family 
and not for publication: the manu- 





Along the Grand Trunk Road: pos oe pa — but surprising. - 


script was brought to light in the 1950s 
by Philip Mason while he was working 
on a book on the Indian Civil Service, 
and this might partly explain the in- 
discretions that pepper the narrative. 
Except for the few people familiar 
with his scholarly works on Asian lan- 
guages — particularly Persian and 
Sanskrit — Beames would have been 
long forgotten. Contemporary readers 
have Mason and Beames' grandson, 
Christopher Cooke, also of the Indian 
Civil Service, to thank for this divert- 
ing resurrection. — BUNNY SURAIYA 








For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Hotel Meridien Singapore, 100 Orchard Road, 
Singapore 0923. Tel: 7332878, 7338855, Telex: RS50163 HOMERL There are over 40 Meridien hotels worldwide in Tokyo, Hong Kong, at Hong Kong 
airport, Paris, Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, Jeddah and many other cities. 


The Hotel Meridien Singapore and Hotel Meridien Changi-Singapore are owned by the Harapan Group. 


Les Hotels Meridien Singapore. 


Say 'hello' to a Singaporean and his 
friendly reply could be in any one of four 
languages. 

In a place noted for its cultural diversity 
a new culture has joined in. 

The Meridien Singapore. 

Superbly situated in the heart of 
fashionable Orchard Road, the Meridien 
Singapore introduces a decidedly French 
emphasis in service and cuisine. 
France's acknowledged culinary master, 
Louis Outhier, oversees the elegant 
Restaurant de France. There is also La 
Brasserie for authentic French country 
style cooking and the quick service La 
Terrasse Cafe, plus all the facilities and 
services a business traveller demands. 
At the Meridien Changi-Singapore, 
which opens in mid 1984, the tranquil 
rural setting will offer sailing, swimming 
and golf. 

We look forward to 
greeting you soon 
with a friendly 
‘bonjour’. 


AA 
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A private room at our Tang Court Chinese Restaurant 


At [he | Dynasty ` Sins Sapore, 
you can even entertain in your own 
private re staurant 


The private rooms at our Tang Court Chinese Restaurant offer the 
boardroom privacy and discreet service that top executives appreciate » 
food is rather special, too. Superb Cantonese specialities prepared by ou 
Hongkong chefs. 

For lovers of French food, our Le Vendôme French Restaurant boasts 
the very finest Classical and Creative Cuisine. Then there's also the Bill 
Bailey’s Bar, our 24-hour Golden Dew Coffee House and the exclusive 
Twilight, The Executive Club, to unwind in. 

Our guest rooms are larger than average with a full-size writing desk, 
an IDD telephone, a colour TV, a mini-bar and 24-hour room service 
Amenities also include an Executive Services Centre and a Health Club with 
full-size swimming pool. 

So next time you're visiting Singapore, 
check into The Dynasty Singapore. 
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SINGAPORE y mcam um 
The towenl s gandeuroj the $00» wmm 
Midd (ngc a - — — - 
320 Orchard Road, Singapore 0923 ,  —-— — | 


Tel: 734-9900 TIx: DYNTEL RS 36633 
Cable: Dynasty Singapore 
General Manager: Mr Alfred Low 
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For reservations, please contact 

UTELL International ( W oridutde ) 

Distinguished Hotels of the World (Robert F Warner 
Inc USA/Canada), or your Travel Agent 

other members of the Prestigious Hotels of Asta 
Dusit Thani Hotel (Bangkok | Manila Hotel 

( Manila ) Hotel Lotte (Seoul), Ritz Hotel (Taipei) 


Closest to first class 
at just the P 














China Airlines new Dynasty Class pro- 
vides more space, more comfort, more 
convenience and more service than ever 
for sophisticated travelers. And all at the 
normal economy fare, with no sur- 
charge, on our Boeing 747 services. 
MORE COMFORT 

Relax on seats normally reserved for first- 
class passengers. A full 29” wide with 
42" between rows. In a special area 
behind first class and in the upper deck 
of our 747s. 

MORE CONVENIENCE 


Check in at special counters. Baggage 
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allowance the same as for first class. 
MORE SERVICE 

Guaranteed choice of meals. Wide range 
of complimentary drinks and cocktails. 
Free stereo headsets. All with attentive 
Dynasty service. 

Available on all China Airlines Boeing 
747SP, 747-209B and 747-Combi 
routes. Serving Taipei, New York, Los 
Angeles, San Francisco, Honolulu, 
Tokyo, Amsterdam, Singapore, Hong 
Kong, Dubai, Dhahran and Jeddah. The 
fastest way between Taipei-U.S. East and 
West Coasts and Taipei-Amsterdam. 


@ CHINA AIRLINES 

















I find it hardí toi imapine that the boards 
of directors of the two newspaper 
groups in Singapore could have come 
to an agreement to merge on their own 
[REVIEW, 26 July]. I would not be sur- 
prised if the joint statement on the 
merger issued by the two newspaper 
groups was occasioned by government 
fiat. 

The recent pronouncement by Goh 
Chok Tong that the press is minimally 
interfered with is ludicrous when 
viewed against recent developments 
pertaining to the press in Singapore. 
For example: 

» The New Nation was literally or- 
dered to be shut down by government 
instructions in order to allow. the 
Singapore Monitor to commence De 
ration as an afternoon tabloid. » 

» Nanyang Siang Pau and Sin. Chew 
Jit Poh were forced into a merger as 
part of political policy considerations. 


» The concept of.management shares | 
in newspaper-publication companies | 


effectively allows the government to 


make inroads into the running of. peu E 


organisations. 

» Government ministers implied, i 

the aftermath of the Anson dalon 
loss, that the newspaper reporting was 
not sufficiently unbiased. 


The appointment of former hee i 


nal-security chief S. R. Nathan as the 
executive chairman of the Straits 


Times Press was, to my mind, signifi- | 


cant and sinister. Should Nathan or 
some other government surrogate ap- 
pear as the chief executive or executive 
chairman of the proposed new holding 
company, my suspicions will be con- 
firmed. It will also be interesting to see 
how | many government appointees will 
appear on the reconstituted board in 
due course. . 

Unless the government is T 
to clear the air on the merger by declar- 
ing categorically that it had no hand in 
the proposal to merge, and that the so- 
called decision of the respective boards 
was not brought about by any “arm 
twisting” on its part, this proposed 
merger will not go down well with the 
public and will be seen by many quar- 
ters as an assault on democratic free- 
dom of expression in Singapore. 
Singapore 'UNCONVINCED' 


Marriage lines 

‘Expat Engineer’ [LETTERS, 12 July] 
fails to understand the aims behind 
Singapore Prime Minister Lee Kuan 
Yew's “ marriage scheme.” As I under- 
stand it, it is to encourage our graduate 
Singapore women to marry our 
graduate Singapore men and hence re- 
produce Singapore citizens who will, 





courage our graduate women to marry 


| Hongk: ng 





expatriates would be counter- -produc- 
tive to our nation- -building effort. The 
last thing we want is a flood of our 
graduate women migrating overseas 
with their expatriate husbands. True, 
we cannot dictate what our citizens, as 
individuals, can and cannot do in such 
matters as marriage, but certainly to 
encourage this form.of. brain-drain. is 
suicidal for the nation. 

The same applies to our men and to 
all our citizens. Our people are very. 
important to us. 

Sandy Bay, Tasmania YUM SHOEN LIANG. 


| Ode dear - 


Regarding: the. deterwice to the op- 
timistic Dr Pangloss in Anthony Row- 
ley's article: from Washington [19 
July]: 

` Though no practised littérateur OT 
e. grammarian; » 
d recall Pangloss as less Rabelaisian 
^. than Voltairean, | 
And o'er the forty-six years since I 
. was in skuel, 
Memory says the more Rabelaisia n 
-— was Pantagruel. — 
2 Wherefore from this humblest of 
| liter-amateurs 
E Please accept these lines of rough 
= a pentameters; 









T ugh to Panglosses our profession 
pays scant heed, | 






orldly travels - 
like Candide: = 
ALAN CHALKLEY 





e Anthony Rios panies Candide 
M cui Je is Poms 





In TRAVELLER'S TALES [28 June], you 
printed a letter from Bangkok's 
Sukhakul Nursery explaining that 
they could not supply certain wild or- 
chids due to military activity in the 
forests. I enjoy mangled English as 
much as the next guy but grammar is 
not the point here. 

Al wild orchids (some 25,000 | 
species, which makes one. flowering | 
plant in 10 an orchid) are listed in the: 
Convention on International Trade in. 
Endangered Species, which allows ex- 
port only with a speci Vp Thai- 
land i is. iron p ides $ dei 










the fact that political problems p 
hibit him from further decim 
Thai forests, which need all th 
they can get just now. PAUL WAX 

Public Awareness Coc din 
Gland, Switzerland Worid WidlfeF 






























Spicy sto 
Your remark about Americans prot 
lem with the word "titbits" [TRAVEL 


LER'S M OK 12 Apr.] reminds me of | 





















































-. Qualifications: 
| @ The incumbent should 
a recognised University d g 
in Economics. Preference. 
: .be given to candidates y 
.. post-graduate qualification 
Economics or related field: 
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“on the level of appointment and the : 

" candidate's qualificat | ^u] 

perience. Prospects íor career P 
development within the Authority - 
are good for successful candidates Te 
who are effective and show high 
potential. d 

Interested applicants should write. 

_ in with detailed resume enclosing | 
all relevant educational documents - 
in support of their application and 

_ forward a recent photograph and 

contact telephone number to: — 

The Manager 

= Bersorinel & Administration 

The ‘Monetary Authority of 
Singapore 

77 Robinson Road 

SIA Building - 

Sin gap 0106 

317 August 1984 














































































across the resi ul 











hs": al ! 

laving eifvebeed my preference to 
' gorgeous Georgia lass behind the 
junter, I was then invited to say how 


Georgia accent! 
Kuching 
























RAL L MANAGER — HONG KONG 


Asiaciti Trust Company Limited is the leading Vanuatu-based international trust company and 
rehensive range of fiduciary facilities and offshore financial services for trusts 
its offices in V gatu, Hong Kong, Singapore and elsewhere. 





invited from experienced: managers who have formal queitfieations in. 
acked by appropriate experience in a trust company, offshore 
similar organisation. 


| A mature professional. executive is. required. for this position and an attractive remuneration 
package commensurate with the position will be negotiated. The appointment should be 
viewed on a career basis with ample ae for advancement in an expanding 
organisation. x: = 

Please reply in confidence giving full career and personal details. to: 


‘Administration Manager 


Asiaciti Trust A. 
140 Cecil Street, KIRE dias uA nh d 0106 











1 ocated i in Singapore’s Main ] l'ourist Belt 
Available for Redevelopment i 


The si site is within 150 yards from the Orchard MRT station and is 
surrounded by international hotels, prestigious shopping centres, 
offices and condominiums. - 


- Located at the junction of Scotts Road and Orchard Road, the site 
is approximately 22, 000 sq feet and is gazetted for main. shopping 
and commercial use. 


wner welcome any feasible business proposition. Please write to 
'wner's dca care of. | 


Te Associates Pte Ltd 


. Farrer Road P O Box 73 
P Sing? i ore 9128 | 


: “Hey, y'all want spicy sauce on 
"oui breasts?” It sounds better in a 


? 
JULIAN CALDECOTT 


| gination stands. 












































por e]-in d tig | 
dit to. the proper ty sector P oculd fu 
undermine the property market 


How is this tightening to be ind 
Kaye explained in his 7 June a 
that ^the MAS could direct fin: 


institutions to seek additional c 
eral, boost their loss provisions | 
the property loans aside in a sus 
account.’ 

Cani ask Kaye what evidence] 
that this i is the intention of the M 
that. this. intention is being 
plemented? If he cannot provid 
evidence, my remark on his fertik 
KOH BENG 

Manager, Banking & Fii 
| Institutions Depa 
Singapore - Monetary Authority of Sin 


e Lincoln Kaye replies: The 
tions of the MAS remain closeli 


į secrets. As for the effect of the t 
| publicised MAS review of pro, 
|. collateralised credits, it is too ea 
.| cite. lending. aggregates, but 
Se. trends suggest the market has ni 
| tightened. If Koh feels misunder 
| why not open up communic 
channels between the press: and 


decision- makers? 2 


| Set for take-off 


In THE 5TH COLUMN [12 July], I 


Hill seems to have overlooked. th 


-that high technology is conside 


justifiably proud status symb 
many leaders in the Third V 
Indonesia's aircraft industr 
exemplified by the. huge Nurtani 
tory in Cimahi, West Java, not on. 
help facilitate national integrati 


also will have long-range securi 


fence implications | for the va: 
chipelago: In other words, the 
tanio project is much more t) 
status symbol. 

The capital outlay of US$300 n 
is not a large sum for an importa 
exporting country such. as Indo 
In my opinion, Nurtanio should 
best to sustain its present momi 
and to make a commercial succe 
of its various products. Many sti 
of Indonesian affairs know that 
B. J. Habibie, one. of the le 
aeronautical engineers in the wc 
a pragmatic cabinet minister wh 


. close attention to bor ance ad 


JONAS KU 


Singapore 
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CORRECTION 


—Inareport on Inde 
July] it: Was state 






















> trade surpl 
; erabh ; 


Hundreds of striking journalists and 
press workers held a protest rally as the 









Ir he first significant : dua se 
echnology transfer, Washington 
anted a licence for ns sale . 
: helicopters to China for an 
| estimated price of US$165 
- million. Although parts of the 
helicopter are on the United 
States’ munitions-control list, the 
"Chinese are being provided with 


1 thesame civilian version ofthe . 
. Blackhawk the US sold to Taiwan 


last year. Emphasising the 
. civilian character of the 
. .helicopter, a State Department 
official called it a “Whitehawk.” 
‘Responding to this description, 
one leading analyst parodied 
Chinese leader Deng Xiaoping's. 
celebrated statement about black 
and white cats. "It does not 
matter whether it is black or 
white, as long as it catches 
| Vietnamese mice," he said. 


MIFFED AT THE SIX 


. South Korean diplomats who 
-observed the recent meeting of 
[| Asean foreign ministers in 
Jakarta were miffed by what they 


»| thought was the group's tardiness 


on Seoul’s request to become a 


| dialogue partner, first proposed 


|, by President Chun Doo Hwan in 
.1981 when he toured Asean 
capitals. Seoul since then has - 
ene par hed Malaysia and 


- THE WEEK 


government failed to break a strike which 
has left the country without newspapers 
for more than two weeks (28 July). Presi- 
dent H. M. Ershad appointed a former 
senior oppositon leader Abdul Halim 
Chowdhury to his cabinet, it was reported 
(30 July). 


CAMBODIA 
Prince Norodom Sihanouk arrived in 
Cairo on an official visit (28 July). 


CHINA 

British Foreign Secretary Sir Geoffrey 
Howe held talks with Foreign Minister 
Wu Xueqian on the future of Hongkong 
(28 July) The United States-China nu- 
clear-cooperation agreement was tem- 
porarily shelved amid congressional com- 
plaints that it was.flawed and hastily 
written (30 July). Howe met Chinese 
leader Deng Xiaoping (31 July), | 


, HONGKONG 
; rrived (26 July). 


2 Indonesia 
















„British Foreign Secretary Sir M | pP 





ffort to become 
the grouping's seventh unofficial 
| dialogue partner after Australia, 
| Canada, New Zealand, Japan, the 
United States and the European - 
Economic Co mmunity. Having 
proposed a summit conference of 
Pacific countries to discuss trade | 
and technology flows inside the 
Pacific rim, Seoul is chagrined 
that it is being | barred from 
discussion of the region’s major 
issues, including security. 


DIPLOMATS ON THE MOVE 
Jakarta is to moveits ambassador 
to Malaysia, retired heutenant- 
general Rais Abin, to Singapore. 
His replacement in Kuala 
Lumpur is Lieut-Gen. Himawan 
Sutanto, until now the chief of 
staff for c operations. Having been 
| involved in Indonesian- 

| Malaysian border committee 
meetings, Himawanis considered 
the appropriate man for 

| Malaysia. These moves follow the 
appointment of retired vice- 
admiral Sudjatmiko — former 

| ambassador to Singapore — as 

| the new president-director of 

| Tambang Timah, the state tin- 
BUE ase 

















The he Philippine Co Constitution i is 
creating problems for some of the 
| ded 5 new pational 





NDIA | | 
Seeurity forces in Punjab Somnus the 
leader of the youth wing of the Akali Dal, 


summoned paramilitary troops to contro] 
Hindu-Muslim rioting in Hyderabad as 
five people were killed in the violence (29 
July). Four members of the Hyderabad 
state assembly, three Muslim and one 
Hindu, were arrested under national- 
security regulations (30 July). 





Liberation 


Palestine 
chairman Yasser Arafat arrived on an of- 
ficial visit (26 July). 


Organisation 


NEW ZEALAND 
The new Labour government was sworn 
in (26 July). 


PAKISTAN - 





out of the city by 31 Augus 
official said (30 Tuy 














the main Sikh party (28 July). Authorities 
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! assemblyinen, Several MPs from 
both the ruling and opposition 
parties continue to hold one or 
more elected positions or non- 
| cabinet appointments in : 
| eontravention of constitutional 
dictates. President Ferdinand 
Marcos has said the constitution 
must be obeyed: nevertheless, he 
wants to retain some of his MP 
supporters in their other. 
positions. While new | : 
assemblyman Homobono Adaza, 
of the opposition Mindanao. 
Alliance, is fighting Marcos’ 
swearing in of the Misamis 

| Oriental deputy governor to 
oe him as governor, 
Benjamin Romualdez (younger ~ 
brother of Marcos’ wife Imelda} 
expects to keep his jobs as 
governor.of Leyte province and 
ambassador to the Unitec 
ERPE Mr o as an. 
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Thanjavur, a di 



























involvement with Sri Lank 
extend to India. 










| been withdrawn, it was reported (27 Juli 


Authorities ordered: all vids resist- 
ance leaders based in Peshawar to move - 
ust, à senior re- | J 









Prime Minister Cesar Virata was re 
elected for a new six-year term by the nac 
tional assembly (30 July}. Security force 

arrested 10 Vietnamese carrying higie 
powered weapons after they drifted into: 
northern Philippine waters in a ishing 
boat, the Coast Guard said (31 July). | 



















Jaffna was virtually paralvsed at the 
start of a demonstration called by Tamil 
politicial parties, officials said (25 July: 
Bombs were exploded in Jaffna as Tamils 
marked the anniversary of last years jo 
ethnic violence (26 Julyk Suspected Tamil: E 
separatists killed five people in.the north 
and east, it was reported (30 July). 


The government cancelled the work visa 
of an American journalist, Alan Dawson, 
claiming: he had written articles detri 

tal to the government s interests (27 
ly) Police arrested six communist gee 
fectors. believed to have been involved in. 
an Ks d on Prime Minister Prem Tin« 
Like he Bangkok World news- 
































“Just as the weary traveller despairs of 
finding a road, lo, a village appears and. 
the shade of willows and riotous flow- 
grs beckons.” 


ith this duotediah from a Sung 

dynasty poem, the head of the 
Chinese team © negotiating 
Hongkong’ s future, Assistant Foreign 
inister Zhou Nan, hailed the results 
the five-day visit to Peking by Bri- 
ish Foreign Minister Sir Geoffrey 
lowe. When Howe later. ‘spelled out 
he scope of the “substantial progress” 
chieved, the immediate reaction in 
longkong was almost as lyrical. 
_ Even before his statement, in a half- 
ay’s trading on Wednesday, 1 August, 
he stock exchange rose sharply in 
nticipation of good news. Reserva- 
ions were still expressed in some. 
uarters about Howe' s agreement that. 
joint liaison group should be setup to- 
































Ay visit to Peking was almost en- 
irely devoted to the future of Hong- 
ong. I was ane jus ae fieri discus- 





To make real headway on the re- 
maining issues. 
And, above all, to strive for the best 
sible result for the people of Hong- 
ng. That is my overriding objective. 
^ Iam glad to say that very substantial 
progress has been made. We have ag- 
reed: | : 
^ First, the framework and key: 
lauses of an agreement which will 

reserve Hongkong's unique economic 
System and way of life. | | 
Secondly; that this- present and 
annexes will all be legally binding. 
Thirdly, satisfactory provisions for 
in and consultation after the con- 
on of. the NERT 



















By Emily Li Lau in Peking and Derek Dav vies in Hongkong 


idea of a continued of fici. 


‘concept of “one country, i 


xd continue to lie with the le. «iti 
t.| thoriti 


liaise among Britain, Chona and the 
Hongkong Governmen exchange 
information and to cons.) on the im- 
plementation of the agr ament. This is 
seen as an alternative sorco of power 
which will erode.the aniio ity of the 
Hongkong administrat v 
However, Howe was rd for his 
success in putting off un’) 1088 the es- 
tablishment © of a. as "the 
group's principal base; io. ie assur- 
ances he gained from i^ «5g that it 
will have no power, no ads sory role 
and no part to play in th: coc oninistra-- 
tion of Hongkong, and fo: iho prolong- . 
ation of its life after E resumes 


sovereignty over Hongk = 
1997 until the year 2000 
This extra two-and- de 6d 


is on 1 July 


ears will 


provide valuable conti and repre- 
sents a considerable cono «on by Pe- 
king, which has hitherto eted any 
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This progress would ro: 


o systems’ 





is a far-sighted one and hel cols tremend- 
ous potential for the fie of Hong- . 
kong. 
‘A good deal still remane 1: be done 
in order to cover all ius E ix of 
Hongkong's economic syon and way 
of life which I describe: d Hy ay state- 
ment in April There arı matters of 
substance to be settled. uo segotiat- 
ors will continue their wo:k The Bri- 
tish Government will war? to nadge the 
agreement as a whole at t». ; d of the 
negotiations. So, too, will). oeopleóf 
Hongkong. 
But already I can tell vou thot Hong- 
kong can look forward wit: confidence 
toan agreement which wi (oc tain the - 
following essential provisio 
» It will preserve Hongke:.. ~ 'amiliar 
legal system and the boc. o! laws in 
| force in Hongkong. By toe | sean the 
| common Jaw, rules of T ordi- 
| nances, subordinate m sialon and 
| customary law. Within ©: general 

framework, power to max ws will 





es. of Hongkong: and | 


utish pre- | 
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have been - 
possible unless the two >is had ap- 
-proached their. task wit): T 
hip and.determination tc «1 eed. The 


| cautious 
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sence in, 1, Hongkong post- -1997. It i is re 
ported that the joint group will consi: 
of five representatives each, fror 
Britain. and China, each with a sup 
porting staff. After the agreemen 
comes into force it will meet at leas 


once a year in each of the three cities — 


London, Peking and: Hongkong, unt; 
putting up its brass platei in Hongkon. 
in- 1986. 

Howe and his team were rather mor 
in their claims than th 
Chinese, allowing. that a great deal ha 
been. achieved, but emphasising tha 

“much work remains to be done.” The 
stopped short of agreeing with Chines 
Foreign Minister Wu Xueqian that th 
visit represented a "breakthrough. 





Their moderation reflected their desir 


not to.be seen as overselling the result 
to Hongkong; in fact they were de 
lighted, as Howe Was able to provid 
sonn assurances on nearly. all the wor 





peal, will be vested in the courts. 0 
Hongkong. 

» The agreement. will enable Hong 
kong to continue to decide its own eco 
nomic and trade policies; to maintain 
its status as a free port and à majo 


bé perty 4 
; goods. 


> It will de ion the continuatiot 
of Hongkong s status asa separate cus 
toms terr itory: Hongkong will be: bh 


IZ NUM 


tional organisations and trade’ agree 


| ments such as the Gatt; to continue te 


enjoy exclusively its. own. expor 
quotas and tariff preferences; and. t 
issue its own certificates of origin fo 
Hongkong products. 

» It will. provide for Hongkong t 
manage itsown financial affairs and t 
use its financial. revenues exclusivel 
for its own purposes. 


* It will. provide for the continuin, 


conver tibility. of the Hongkong dolla 

and the fre edom to o move Scant int 

and out.of H g 

» It will cont 

a of employinent n the pe 
vic he: afeguarding. o 
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ries which have been so exercising the 
territory for nearly two years. 

Howe announced that a framework 
of an agreement had been agreed 
which will preserve Hongkong's way 
of life and that it will be legally bind- 
ing — by which it is reported he means 
that the agreement will be registered 
with the United Nations and that both 
sides will regard themselves as being 
legally bound by its terms. The agree- 
ment will be, Howe claimed, not only 
binding but detailed, with the post- 
1997 arrangement “prescribed with 
sufficient clarity and precision to com- 
mand the confidence of the people who 
live, trade and invest here.” The agree- 
ment will be valid for 50 years after 
1997. 


a main agreement plus annexes 

on specific areas, all of which will 
be equally binding. Informed sources 
confirm that the terms of the agree- 
ment will be incorporated into China's 
Basic Law on Hongkong which, once 
promulgated, will become part of the 
Chinese Constitution. Thereafter Pe- 
king will not be able to amend the basic 
law without violating the terms of the 
agreement. 


ng he document will take the form of 


a 





Howe confirmed that it is hoped that 
the agreement will be initialled before 
the end of September, after which it 
will be published for scrutiny and de- 
bate by the people of Hongkong. The 
consensus of local reaction will be 
evaluated by a specially established 
Assessment Office in Hongkong. Bri- 
tish sources emphasised that Hong- 
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kong must "take it or leave it" - 
suggestions for amendments to the text 
can be entertained: the agreement 
must be accepted in toto, or rejected. It 
will then be presented to the British 
Parliament and, if duly ratified, it will 
be signed before the end of the year, 
probably coming into force in mid- 
1985. 

The annexes already agreed on cover 
such subjects as the maintenance of the 
present legal system and the role of 
Hongkong's legislative bodies; its au- 
tonomous power to decide its own eco- 
nomic, financial and trade policies; its 
separateness as a "customs territory," 
allowing its continued participation in 
international organisations and agree- 
ments, enjoying its own quotas and 
tariff preferences; the continuing con- 
vertibility of the Hongkong dollar; the 
civil service and its pension rights; 
shipping; education; the free move- 
ment of both capital and people, and — 
most vitally — the preservation of the 
rights and freedoms which the people 
of Hongkong now enjoy 

Howe also stressed that some mat- 
ters of substance remain to be covered 
— in fact by further annexes to the 
agreement — including citizenship, 
land rights and civil aviation, plus, it is 
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continue to enjoy the right to travel 
and move freely into and out of Hong- 
kong. 

» It will provide for the maintenance 
of Hongkong's education system, with 
its wide range of different educational 
institutions. It will preserve the pre- 
sent freedom of choice of education 
and the freedom to pursue education 
overseas. 

» It will provide for the preservation 
of all the rights and freedoms which 
the people of Hongkong now enjoy. 

This is not an exhaustive list. Work is 
still in progress to cover satisfactorily 
a number of matters important to 
Hongkong's way of life and economy. I 
have in mind, for example, land, civil- 
aviation and nationality. 

There has been much discussion 
about the idea of a joint group and the 
role it might play in Hongkong. Before 
I come to this, let me emphasise one 
point that is firmly agreed between the 
British and Chinese governments. The 
British Government will remain re- 
sponsible for the administration of 
Hongkong until 1997. Let there be 
no doubt that we shall fulfil that 
responsibility right up to that 
date. 

Even against that clear background 
of continuing British administration 
up to 1997, everyone recognises the 
need for close consultation between 
Britain and China. If Hongkong is to 
continue to enjoy the benefit of ar- 


rangements essential to its trade and 
its economy, and if in 1997 there is to 
be a smooth transition, arrangements 
must be made in good time. 

For this purpose we have agreed to 
establish a Joint liaison group: It will 
come into being when the agreement 
comes into force. It will meet in Peking, 
London and Hongkong. Later, four 
years from now, it will establish its 
principal base in Hongkong. It will 
continue to meet in London and Peking 
as well. 

The group's terms of reference have 
been precisely defined. The group will 
have three functions: liaison, consulta- 
tion on the implementation. of the 
agreement and exchange of informa- 
tion. It has also been agreed in the 
terms of reference that: 

» The group will not be an organ of 
power. 

» It will have no supervisory role. 

» It will play no part in the adminis- 
tration of Hongkong. 

The Chinese leaders have given me 
firm and specific assurances on these 
points. 

Liaison and consultation will con- 
tinue to be necessary after 1997. The 
group will, therefore, continue its 
work up to the year 2000. 

I said in April that we were working 
to a programme which takes account of 
China's wishes and of our own require- 
ments. Under this programme, we aim 
to complete our work and initial an 


agreement before the end of Sep- 
tember. 

The people of Hongkong will want to 
see the full text of the agreement and. 
annexes as early as possible, so that 
they have time to consider it. There 
will be a period for explanation, dis- 
cussion and debate. Arrangements for 
the analysis and assessment of Hong- 
kong opinion were announced a 
fortnight ago. This is a vital part of the 
programme. 

When the assessment has been made, 
it will then be for parliament to de- 
bate the agreements, taking full ac- 
count of the views expressed in Hong- 
kong. If parliament agrees, the agree- 
ment will be signed before the end of 
the year. 

From what I have said you will see 
that something very important has 
been achieved. I believe it holds out the 
prospect of an historic agreement — an 
agreement which will provide for a high 
degree of autonomy and under which 
administration will be in the hands of 
the Hongkong people themselves 

Hongkong's economic and social 
systems, its distinctive way of life and 
its position as a financial, trading and 
industrial centre will be secured 
Though there is still a lot of work to be 
done, I am confident that we are on 
course for a conclusion we shall be able 
to commend both to the people of 
Hongkong and to the British Parlia- 
ment. 



























Í these documents by Britain's most 
ecent nationality and immigration 


of Hongkong British passports are an- 
Xious not to lose them — and so far 
China has indicated that it is not will- 
Ing to allow such people to enjoy dual 
itizenship. Defence could be another 
sensitive area: it is plain that Deng 
‘Xiaoping i is under pressure from a res- 
ive People's Liberation Army. 

"The extent of Howe's achievement 
can be judged by the pessimism which 
attended his departure from London. 
It was no secret that the crunch had 
come: progress since April had been 
nly moderate. A series of knotty is- 
ues were blocking the process of pro- 
cing a joint draft, while the Hong- 
ng Government had serious objec- 
ons to the proposed joint liaison 
group. The Chinese were still favour- 
1g an agreement which would consist 
parallel declaratory statements by 
side, somewhat along the lines of 
he Sino—United States Shanghai com- 
iniques, which were in effect agree- 

ts to disagree. 






























y Lincoln Kaye 
[6 ne crack of the ruling People's 































ough. In late July, government 
backbenchers fell in line behind a 
proposed constitutional amendment 
that will offer “non-constituency” 
parliamentary seats (with curtailed 
voting powers) to the three highest 
olling losers in all future elections. 

When such an idea had been 
broached just a fortnight earlier 
_ (REVIEW, 12 July), some PAP MPs 
openly grumbled that the scheme 
rote the party's own backbench off as 
clique of pliant yes-men. But by the 
‘the measure came to a vote, all 66 
“MPs present ‘dutifully voted 


opposition MP J. B. Jeyaretnam. 


r Lee Kuan Yew commended back- 





formation.” But, he said, unlike 
opposition members, PAP MPs. were 
lo valuable to waste asmer deba 
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acts, the estimated 2.5 million holders 


he working group of British and | 


alling into line 
h ae PAP pushes through a bill allowing for a 
ovel system of parliamentary opposition es 


I Action Party (PAP) whip was 


aye.” The sole “nay” came from lone 
By way of consolation, Prime Minis- 


hers for “probing and ferreting | 
| tion offers a les 













. the four oa 
naa the 





portedly foi id the ir Chin ese v opposi 


ministrative set-up for post-1997 


Hongkong and inspelling out thé vari- 


ous ways in which the present British 
legal system would be retained; the 
difficulties all arose in connection with 


executive powers and how those would 


be wielded. 
. On such issues the Chinese drafters 


. would not budge, which led to the as- 


sumption that in these arcas Deng’s 
personal hand was to be seen. It was 


clear that Deng set great personal store 


by the joint liaison group and, as Deng 


had spoken with such obvious irrita- 
tion on such matters as Ch x sright to 
station its troops in Hongkong 


(REVIEW, 7 June) and greeter & the dele- 
gation of unofficial members of Hong- 


. kong's executive and legislative coun- 


cils with such scant courtesy (REVIEW, 
5 July), it was logical to assume that, 
short of an uncharacteristic © hange of 
heart by China's lonp-surviving 


strongman, these issues sould be sol- 
. ved only by a British capitulation. 


A senior British officii! (thought to 
be former ambassador to Peking Sir 


Percy Cradock, now special iidviser om 1 








foils for the government. A ruling- 


party parliamentarian could help his 
constituents sort out the myriad ad- 
ministrative problems tha! arise in 


- such fields as hawker and iix: licences, 


finding places in government nt schools 
and so on. Conversely, residents of any 


ward with an opposition MP would - 


find one major channel of acccss to the 
bureaucracy closed, Lee made clear. 


Even after the residents of the low- 


income Anson constituency returned 
Jeyaretnam in a 1981 by-vlection “we 
soldiered on and served them,” Lee 
said. “But notin the next elec! tons, "he 
warned, referring to poll: which are 


widely expected as early as Sep ptember. 
Any constituency so rash as to go for | 
| the oppositon then, the prime minister | Such - 
| emphasised, would have to "learn to | str 


live" with its choice. | 
The proposal forànew-stvlc opposi- 





d entirely unde 


| 
numbers open-minded and edate 
flexible within such arcas as the ad= 


| papers r 
-to Peki 


| his pee ws p Seem 
| voiced “fear [that th 


Southeast Asia." 


scended upon a 25 










costly way for an} T 
„electorate increa ingly dominated by |e 
















ported that Howe was flying 
in a desperate attempt tores- 
cue the talks from breaking down and 
that Thatcher was in a Falklands mood 
and determined to get tough with Pe- 
king. Others inexplicably alleged that 





-Britain could not walk away from the 
| negotiations under any circumstances, 


or even threaten to — a line which 
could not have been better designed 
to weaken London's bargaining pos- 
ture. . 


n fact, signals had been received from 

Peking that the Chinese were ready 

to talk turkey if the British were. 
And London had a bargaining counter 
— the determination of the Chinese to 
get agreement to the joint. liaison 
group. The Hongkong Government 
has, over the past three decades, con- 
sistently refused China’ s int en nitte t 











official representative . m Peki ng, 
should take up residence i in Hon «ong 
(on the grounds. that, in S cial 
stress he would be regai ‘ded as an al- 
ternative source of authority and a 





target for demonstrations and peti- 
‘tions má a egreve ci en a Horis d i 





^younger] g E a 
tion will have to pay to learn the facts | 
of life in a multiracial, . sake ae 
multireligious | socie y Situated 












bons Lee de- 
ear-old TV critic | 
for The Straits Times newspaper, who 
had professed himself “not particu- 
larly moved” by a clumsily produced 
historical documentary on the state- 
run broadcast network. Lee derided 
the young man's academic and mili- 
tary record. 

The young critic, Lee feared, might 
typify the young. voters who will com- 
prise 40% of the electorate in the com- 
ing election and nearly 70% in the next 
regularly scheduled polls in 1989. In 
the tables and charts Lee used to illus- 
trate his speech, young voters were de- 
fined as those who had not yet reached 
their 20s, E pd ume. ot Ness S 


"To illustrate his: 
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in Brunei for 20 of the previous 25 
years, including continuous residency 
for the most recent three years. They 
then undergo a stringent Malay-lan- 
guage test, which, however, is not con- 
fined only to their knowledge of the 
language, but includes other seemingly 
irrelevant subjects. Apart from the 
broader security which citizenship 
gives the Chinese, as citizens they can 
also apply to buy land and qualify for 
free medical treatment and other 
privileges. 

The sultan assured the local Chinese 
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plenum, however, suggested once 
again a careful compromise between 
different viewpoints in the central 
committee. Rightists — those who em- 
phasise production over socialist 
transformation — were criticised, 
while others, described as being eager 
to abolish such things as private mar- 
kets, were told to be patient. Finally, 
however, the communique comes 
down on the side of the reforms: it 
stresses increased local initiative, a 
streamlined and reduced central 
bureaucracy and a gradual transition 
to socialism. 


he plenum communique outlines 

two main tasks forthe months ahead: 
changes in management policy and im- 
provement in the circulation and dis- 
tribution of commodities. The two 
tasks are themselves probably the fruit 
of a compromise. Streamlining man- 
agement policy is a particular interest 
of proponents of the current policies. 
References to circulation and distribu- 
tion, on the other hand, are often used 
by opponents of the reforms to draw 
attention to what they consider to be 
the serious side-effects of the policies. 
Foremost among these is the way the 
private sector seems to have benefited 
from the new policies, while the living 
standard of party cadres, government 
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Chamber of Commerce in 1983 that 
non-citizens would continue to be pro- 
tected. Many Chinese still trust the sul- 
tan as their protector in a majority 
Muslim community, mainly because he 
does not stress Islamic values, but the 
current situation is proving discon- 
certing for them, to say the least. 
Meanwhile, according to the 
REVIEW's sources, the economic scene 
outside oil and gas production is con- 
tinuing to stagnate. There have been 
[ew visible signs that the state is seri- 
ously trying to diversify from its re- 
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employees, the military and others 
who cannot benefit from production 
incentives, has declined. 

Changes in management, however, 
seem to have been given priority. De- 
spite its theoretical commitment to a 
centrally planned economy, the party 
seems to have decided that the centre 
cannot fulfil this task at the moment. 





liance on oil: two years' ago, there was 
much talk of developing the territory's 
abundant silica resources for possible 
use in the optical or micro-chip indus- 
tries. But there has yet to be any move- 
ment on this. 


fter independence, thesultan wasex- 

pected to revamp his government to 
adapt to a ministerial system. But with 
his family controlling all the major 
portfolios — his father, Sir Omar Ali 
Saifuddin is defence minister the 
system in essence is still an absolute 
monarchy. The only ministry which 
appears to be progressing satisfactor- 
ily is the Foreign Ministry which, 
under Mohamad, has now established 
missions in each of its Asean partners' 
capitals, is moving into Islamic coun- 
tries and is expected to have a United 
Nations mission set up in time for the 
UN General Assembly session in Oc- 
tober. Mohamad has an able right- 
hand man, Lim Jock Sing, who is head 
of the ministry's Asean department. 

It is still early days for fully indepen- 
dent Brunei, though the sultanate has 
had full autonomy from Britain in all 
aspects of government apart from ex- 
ternal relations and defence since 
1959. The British are understood to 
have expected moves to bring their 
former protectorate more fully into the 
world to begin three months after in- 
dependence, in April, but have been 
disappointed. However, with annual 
revenue surpluses exceeding B$6 bil- 
lion, Brunei still has more than enough 
money to buy time. ü 





Plans passed down from the centre, the 
Nhan Dan commentary noted, are 
either excessively bureaucratic or sim- 
ply inappropriate. 

Instead the plenum seems to have 
decided to shift the emphasis in plan- 
ning to the grassroots: managers of 
factories and enterprises will be given 
more power to hire, fire, promote and 
train their employees; they will find it 
easier to obtain loans, including those 
in foreign currency, from government 
banks, and they will be encouraged to 
obtain their own raw materials in ex- 
cess of the quotas supplied by the state 
At the moment, state supplies are 
rarely enough to ensure full capacity 
and, as the plenum communique 
makes clear, often do not arrive. Fac- 
tories and enterprises which have long 
run at a loss will be closed down. 

Managerial skills will also now be 
stressed in party appointments. The 
plenum communique calls for cadres 
of "virtue and managerial aptitude" to 
be appointed party secretaries and dis- 
trict chairmen. Once again, provinces 
and cities will be given more responsi- 
bility in planning. Moves in this direc- 
tion, particularly in Ho Chi Minh City, 
were sharply curtailed 18 months ago 
when Hanoi decided they had got out 
of hand (REVIEW, 26 May '83). 

The plenum communique noted that 
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Major problems included the rapid rise 
in prices, the grip of the private sector 
on retail markets and the continuing 
disparity in incomes (a merchant made 
7.5 times as much money as a worker in 
1982, according to a party report last 
year). The remedies offered were 
sketchy to say the least: an undertak- 
ing to control prices and increase gov- 
ernment food procurement, and to 
readjust the government's prices and 
wages policies. 

Foreign policy received little atten- 
tion, apart from a reference to the June 
economic summit of the Commission 
for Mutual Economic Assistance, or 
Comecon and a few swipes at the 
Chinese. The lack of attention to either 
allies or enemies seems to be a sign of 
preoccupation with domestic issues 
rather than a shift in attitude to either. 

It is interesting to note that the deve- 
lopment of the economic reforms has 
coincided with (or has been stimulated 
by) the deterioration of relations with 
China. The reforms were first discuss- 
ed by the central committee just six 
months after the Chinese invasion of 
the northern provinces of Vietnam in 
February 1979, and the present modest 


strengthening of the policies coincides 


with the longest period of Sino-Viet- 
namese tension since 1979. 


E ut, though supporters of the policies 
MS may have been able to point to 
the Chinese threat as one reason for 


- pressing on with the reforms, the main 


- stimulus probably came from the pre- 


— sent state of the economy. This year's 


rice harvest provides a classic example 
of the strengths and weaknesses of the 


present system. 
The harvest in the north has run into 
major difficulties — apparently 


mainly due to bad weather — and will 
definitely be below target. The south- 
ern harvest on the other hand will 
probably exceed expectations, thanks 
to the incentives of the contract sys- 
tem. In theory the southern harvest 


- could probably offset northern losses 
— if the government could persuade 


the peasants to sell their surplus rice to 
the state. 

Government rice procurement in the 
south, however, is lagging well behind 
target. This is partly due to the weak- 
ness of the government machinery in 
the countryside and partly to the fail- 


ure of the state to produce the com- 


modities that the peasants prize most: 
consumer goods and agricultural pro- 
duction inputs. Private traders seem to 
have plentiful supplies of both and are 
reported once again to be cornering à 
substantial part of the crop. 
Opponents of the present reforms 
undoubtedly will point to the activities 
of the merchants to justify their 
forebodings. Supporters of the reforms 
will point to dramatic increase in the 
harvest. For the time being, it seems, 
the latter have the stronger voice. p 
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Indonesia and Portugal 
despite differences, and 


By Ted Morello in New York 


i n a triumph for quiet diplomacy, 
it appears that the United Nations 
General Assembly will decide to forgo 
for the second year in a row full-scale 
debate on East Timor. Secretary-Gen- 
eral Javier Perez de Cuellar nudged the 
thorny issue in that direction in his 25 
July progress report on the subject. He 
emphasised that Indonesia and Por- 
tugal, the two governments most im- 
mediately concerned with the territ- 
ory, "have expressed to me their wil- 
lingness to continue the present pro- 
cess" of meeting intermittently in New 
York at the UN ambassadorial level. 

It was a clear signal that Perez de 
Cuellar would prefer to use the same 
scenario as last year. At that time, the 
assembly's steering committee recom- 
mended the issue be put over without 





debate until the current assembly ses- 
sion, The plenary accepted the recom- 
mendation (REVIEW 6 Oct. '83). The ac- 
tion followed the secretary-general's 
decision not to issue the customary re- 
port on East Timor because of un- 
specified "recent developments. " 

Perez de Cuellar spells out some of 
those developments in his new pro- 
gress report, which traces his peace ef- 
forts step-by-step to shortly after 1 
January 1982, when he assumed the 
secretary-generalship. He recalls that 
after his preliminary soundings among 
Indonesian and Portuguese leaders, 
talks between the two nations' UN am- 
bassadors were initiated here in July 
1983. It was those contacts that 
prompted him to withhold last year's 
report, he now says. 


On the shelf, again 
ree to keep talking about East Timor, 
e UN debate is postponed 
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Since then, the bilateral contacts 
have been supplemented by the quiet 
diplomacy carried out by his spe- 
cial representative on the East Timor 
question, Undersecretary-General Ra- 
feeuddin Ahmed of Pakistan. Ahmed 
conferred on the issue with In- 
donesian Foreign Minister Mochtar 
Kusumaatmadja during July’s Asean 
ministerial meeting in Jakarta. 

Indonesia's UN Ambassador Ali 
Alatas told the REVIEW that his discus- 
sions with his Portuguese counterpart 
Rui E. Barbosa de Medina did not deal 
with matters of substance, an allusion 
to demands for a Timorese self-deter- 
mination plebiscite. He emphasised 
that Jakarta will not retreat from its 
insistence that the population exer- 
cised its self-determination choice by 
opting for integration with Indonesia 
in 1976. As for assembly action this 
year, Alatas said there is a “possibil- 
ity" that there will be no debate this 
year. He predicted that a decision 
would be reached in August. 


i” contrast to his muted optim- 
ism about a political settlement, 
the secretary-general said that the 
humanitarian situation in East Timor 
is “one of my primary concerns.” 

He said that since early 1982, he has 
periodically asked Jakarta to remove 
obstacles to humanitarian work 
among the Timorese by such agencies 
as the UN Children’s Fund (Unicef), 
the International Committee of the 
Red Cross (ICRC) and the UN High 
Commissioner for Refugees (UNHCR). 
Alatas brushed aside suggestions that 
there are problems in that respect. He 
said that the UNHCR and ICRC were 
able to carry out their repatriation and 
family-reunion programmes and that 
the Red Cross and Unicef continue to 
function in the territory. 

The secretary-general conceded 
that Unicef has been cooperating with 
the Indonesian Red Cross in nutrition, 
primary health care and community 
development operations affecting not 
only children but mothers and 
families in East Timor. However, he 
said the ICRC’s activities have been 
curtailed but that an agreement 
reached with Jakarta last December 
provides for a four-stage approach to 
extending the committee's protection 
activities on the main island. He said 
that the first two stages had been 
completed and that the remaining two 
are scheduled to be implemented by 
October. 5 
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To be successful today, you not only need to know what 
you're doing. You also need to know what the people around you 
are doing. Which isn't always easy. Unless you have a Smart Desk 
from IBM. 

Because The IBM Smart Desk is any desk with an IBM 
computer or terminal on it. Our Personal Computer for example 
can give you plenty of powerful connections. 

It can connect you to customer files, inventory levels, 
production status, the text of a letter confirming an order, let you do 
spread sheet analysis and keep track of your personal notes. 





The IBM Smart Desk can put you in touch with your 
company's central data files and office systems. Or with The IBM 
Smart Desks of managers, secretaries and other professionals in 
your office. 

IBM Smart Desk products are easy to use, to they won't try 
even the busiest person's patience. And if a question arises, relax. 
Our famous service and support network is behind you. 


So call IBM today and get cool, get calm. 
get connected. But above all, get smart. 


The IBM Smart Desk. 





“When you arrive 
at The Regent, Hong Kong, 
you know 
you ve arrived.” 





HONG KONG 3-7211211, TELEX 37134; SINGAPORE 7373555; TOKYO 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 
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The Daimler draws up to the 
cobblestone piazza. Ahead lies a 
world of exceptional service and 
elegance. 
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e GOODBYE, “Piggy” Muldoon: 
hello, “Mr Nice Guy" 
world of politics — at least in West- 
ern- style democracies — is a harsh 
one in which careers yo-yo up and 
down the string dangled by fickle 
Fortune. . 

Muldoon excites extreme emo- 

s, chiefly resentment. I suppose 
| is understandable: 
issies, are passionately devoted to 
llitarian ideal and are ruthless 
eating not only the overween- 
d the pompous, but those of 
a 1e stature and leadership qual- 
ities. Muldoon is abrasive, quarrel- 
< some, intellectually arrogant and un- 
-willing to suffer fools gladly. Buthe is 
| .also colourful, spicy, ‘original, ‘feisty 

and formidably intelligent. — 















He was one of the few leaders of the | 





deu world who. h d th ught 






l io workable Sie to confront it 


. — ideas politely bypassed by-his fel- 


low delegates to the recent London - 
| i920 nis summit. When, back i in the pe x 
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di beets: he rest of she media £d 
change in attitude not unknown in 


lesser politicians. I trust his party 


E will stick with him. 


€ ONE of the scurrilous and apo- 


eryphal stories circulating abo 
Muldoon alleges that he and M 
Muldoon once hosted a dinner at t 








turtle, due to become soup, which 
understandably had retracted itself 
into its shell, frustrating the chef's ef- 
forts to dispatch it. Mrs Muldoon 
firmly grasped the shell and energeti- 
cally jammed her thumb up its rear 
orifice. With eyes watering, the tur- 
tle’s head shot out, and Mrs Muldoon 
swiftly threw a noose around its neck. 
A relieved chef took charge and, in 
due course, the soup was served. 
When the guests had departed, the 
admiring chef thanked Mrs Muldoon 
for her help, and asked how she had 
known what to do. "How do you 
think I get the prime minister's tie 
around his neck every morning?" she 
replied. 
It says something for “Piggy” that 
he would probably guffaw the 
loudest at that story. 
,9 IN Singapore recently anoth 





Lange. The. 


Kiwis, like 


e | 
prime minister's residence, and be- | 
came irritated at the delay in the ar- o] 
rival of the first course. Mrs Muldoon.’ 
hurried to the kitchen, where she | 
found the chef struggling with a huge. m 
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ho has been fated to play out 
his róle on a stage too small for his ta- 
lents, Prime Minister Lee Kuan Yew, 
responded in parliament to a claim 
made by the sole opposition member, 
J. B. Jeyaretnam, that the Singapore 
press was under government control. 


He said that he did not want Singa- 


pore's press or TV to copy the British 
or American models. “Our model is 
Japan — faetual reporting with facts 
presented without slant. No crusad- 
ing — and comments kept separately. 
Their role is providing information 
and feedback for consensus bulding,” 
Lee said. Doubtless the Japanese 
press is congratulating itself on such 
a high-level endorsement, 
Lee has had some experience of the 
Japanese press (he worked for the 


ARE newsagency during the occu- 


r veers) BU I cannot think, 


a d e 
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ae. on D Chitis were e rigorot isl 
excluded from the columns of t 
main newspapers? What of the anti- 
government, leftist bias of the Asahi 
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his O Naa wes was cena 
nounced by the Japanese press as a 
militarist. 


e LEE'S attitude towards the West- 
ern press is not likely to be improved 
by a recent report in Britain’s UK 
Press Gazette (“Journalism’s News- 
paper") on the enforced merger be- 
tween Singapore’s three main news- 
paper houses. The item, was head- 
lined: — 


Merger plans 
spa rk prote 
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| The merged compa is one of the largest quond | 
on the Japanese stock exchange with a market value | 
of about £850m. | i 
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* + Crees: of Princess 
* Sea & Land Special Steak | 
* Baked Potato, Vegetables 
* Green. Salad 
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Another visitor, from Switze 
Frances LaDue, was not all that. 
tracted by the canapes offered by - 
king's Lido Hotel: 


XX ——— A — aves 


Happy Hour 


4:30 pm — 6:30pm — | 
Half price on all drink 
with hot and old snacks 
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iow Mondale sees ‘Asia 


- If the Democrats win the November US presidential election, 
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Asia can expect little change in regional policy ° 


— By Nayan Chanda in Washington 


f Democratic Party presidential 
nominee Walter Mondale makes it to 
the White House after the November 
election, Asia is unlikely to notice 
much difference in United States po- 
- licy in the region — except for a greater 


— dose of protectionism and more em- 


_ phasis on human-rights issues. Com- 


- pared with the activist Asian policy 


i | 


objectives of former Democratic presi- 


dent Jimmy Carter, which included a 


campaign pledge to remove all US 
troops from South Korea and the nor- 
malisation of relations with China and 


Vietnam, Mondale's Asian policy is 
- studiously status quo—minded. 


In fact there is little in incumbent US 


President Ronald Reagan's Asian po- 


— licy that the Democrats find objection- 
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able. Apart from the previous adminis- 
tration’s controversial commitment to 
withdraw troops from South Korea — 
-a policy which Carter abandoned once 
in power — the rest of his Asian policy, 
bequeathed to Reagan, has remained 
unchanged. 

After some flutter, US China policy 
under Reagan, a conservative Republi- 
can, returned to what it had been 
under Carter. The focus of Reagan's 
- Asian strategy has now moved away 
from China to Japan, but it is ashift the 


Democrats find hard to object to, in 


view of China's proclaimed desire to 
follow a non-aligned policy. 

Unlike other areas of Reagan's 
foreign policy, challenged by Mondale 
— such as his positions on nuclear- 
arms talks with Moscow, covert war 


- against Nicaragua and "constructive 


engagement" with South Africa — the 
Democratic candidate's Asian-policy 


_ platform is that of continuity. The US 
- relationship with Japan, Mondale's 


policy platform states, is “a key to the 
maintenance of peace, security and 


— development in Asia and the Pacific 


region." But it adds that a Democratic 
president will “press for increased ac- 
cess to Japanese as well as other Asian 
markets for American firms and their 
products." 

This too is Reagan administration 
policy, but in the effort to pander to 
organised labour's vote — a powerful 
electoral constituent — the Democrats 
have been stridently protectionist in 
their pronouncements. Mondale has 
supported proposed domestic-content 
legislation, as it could be applied to the 
car industry, which would require 
foreign companies selling more than 
100,000 cars in the US to use a specific 
percentage of American labour and 
components in their production. 


Speaking at the recent Democratic 
convention in San Francisco, Mondale 
said: "To countries that close their 
markets to us, my message is we will 
not be pushed around any more. We 
will have a president who stands up for 
American workers and American busi- 
nesses and American farmers, " 
Mondale also strongly opposes US 
investments in Third World countries 
which are solely aimed at higher profit 
margins. "Three million of our best 
jobs have gone overseas," he said and 
warned big companies: “Our country 
won't help your business unless your 
business helps our country." Whileit is 
doubtful that any American president 
would be able to dictate industrial po- 
licy, Mondale's underlying approach 





cannot but worry those developing 
countries seeking US capital and tech- 
nologv. 


O n China, the Democratic platform 
reiterates the accepted bipartisan 
policy of strengthening China as a 
counterweight to the Soviet Union and 
developing beneficial Sino-American 
economic relations, while at the same 
time continuing to honour US commit- 
ments to the people of Taiwan as out- 
lined in the Taiwan Relations Act. 

The Democrats’ Asia policy differs 
from that of the Reagan administra- 
tion only in their emphasis on pushing 
democratic reforms in the region and 
on championing human-rights causes. 
For example, the Democratic platform 
calls for further democratisation of the 
Kuomintang government in Taiwan 
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nd’ th > elit min: nation of mari ial law | 
or the resto- 
ration of full destocracy in the Philip- 
pines; the return of freedom of speech 
and the press in South Korea, and self- 
determination for the people of East 
Timor, which was annexed by In- 
donesia in 1976. Mondale’s Asian po- 
licy also includes pressuring Pakistan 
to “restore democracy and terminate 
its nuclear-weapons programme.” 

However these principles, all stated 
strongly in the party's electoral plat- 
form, are likely to give way to prag- 
matism if Mondale takes over. He is not 
likely to return to Carter's moralistic 
and high-profile human-rights policy. 
Only on the question of nuclear non- 
proliferation as it pertains to Pakistan 
are the Democrats likely to persevere, 
because of strong concern among the 
politically influential — American 
Jewish community over Pakistan's po- 
tential to develop a so-called Islamic 
bomb. 






A omission in the Demo- 
cratic platform is Cambodia. While 
it calls for self-determination for the 
people of East Timor, it is silent about 
Vietnam-occupied Cambodia. The 
only reference to Indochina comes 
in relation to a purely domestic US 
concern: a Democratic president 
would press for "the fullest possi- 
ble accounting of Americans still 
missing in Indochina." The reason 
behind this conspicuous omission 
is believed to be the desire to avoid 
reference to a complicated issue 
which, in any case, is not a burning 
American concern. 

Peter Tarnoff, a former US State 
Department official and currently 
the executive director of the World 
Affairs Council of Northern Cali- 
fornia, a non-governmental for- 
eign-policy discussion group, is 
one of Mondale's kev aides on 
foreign affairs. Tarnoff visited 
Vietnam, Laos and Cambodia in 
January, along with another 
former State Department official 
and former Democratic senator 
Dick Clark. 

Tarnoff is concerned by the growing 
Soviet presence in Vietnam and op- 
poses the US normalising relations 
with Vietnam before Hanoi's troops 
have been withdrawn from Cambodia. 
And he does not foresee a Vietnamese 
pullout unless Hanoi is assured that a 
government friendly to Vietnam will 
remain in Phnom Penh and that 
China's involvement in Cambodia has 
stopped. 

Tarnoff is convinced that the only 
way of bringing about a Vietnamese 
withdrawal would be for Asean to 
withdraw its support for Pol Pot, the 
behind-the-scenes leader of the Khmer 
Rouge faction of the anti-Vietnamese 
Democratic Kampuchea coalition gov- 
ernment, and his close associates, and 
accept a regime in Phnom Penh 
broadened by participation of non- 
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i faction leader. The Khmer Rouge 
under Pol Pot is held responsible for 
killing millions of Cambodians from 
1975 until 1978, when Vietnam sent 
troops into the country and installed 
the present regime. 

Tarnoff thinks China is ready to wait 
for however long it takes for Vietnam 
to bog down in the Cambodian quag- 
mire. "The Southeast Asians," Tarnoff 
argues, "will have to decide whether 
they also want to wait that long, or 
whether they prefer to unite around a 
compromise solution which China 
would find hard to reject." However, 
other than providing humanitarian as- 
sistance to the Heng Samrin regime, 
Tarnoff does not recommend any US 
initiative in Indochina. 

It must be emphasised these are Tar- 
noff's views and, though Tarnoff is 
now close to Mondale, there is no way 
of knowing how many of his ideas will 
be accepted by a Mondale administra- 
tion. 

It is ironic that while the Democrats 
are shying away from the Vietnam 
issue, the Republican administration 
has gained electoral points by its lim- 
ited success in dealing with Vietnam. 
Hanoi chose to hand over to the US the 
remains of eight American servicemen 
missing in action (MIA) in Vietnam 
three days before Reagan was to ad- 
dress MIA families on 20 July, which is 
observed in the US as National PoW/ 
MIA Recognition Day (REVIEW, 5 July). 


aos, too, made a gesture by inform- 
ing Reagan shortly before his MIA 
speech that it would allow an Ameri- 


can team to excavate a site where a US | 


aircraft crashed in December 1972 


with 16 men on board. The Lao gesture | 


followed a recent US decision to pro- 
vide Laos with 5,000 tons of rice as 
emergency aid. 

Speaking to the MIA families, 
Reagan indirectly accused the previ- 
ous Democratic administration of fail- 
ing to help them in their search for lost 
relatives. While the administration 
still has "major differences" with Viet- 
nam, he said he was "encouraged" by 
Vietnam's willingness to cooperate on 
the issue. Reagan said that Vietnam's 
readiness to negotiate an agreement on 
Cambodia would be the key to ending 
Vietnam's isolation from the US. 

In an unusually conciliatory tone, 
Reagan said: “Normal relations with 
the international community can bring 
an end to the long suffering of the peo- 
ple of Vietnam. And I believe it to be in 
Vietnam's own interest to choose this 
path. It's a decision that we would wel- 
come." This statement seems to rein- 
force Secretary of State George Shultz' 
implicit offer, made during the recent 
Asean foreign ministers meeting in 
Jakarta, that Vietnam, could have ac- 
cess to markets, tehnology and aid if it 
sought a settlement to.the Cambodia 
problem. sq n 
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The Ninjalar Government seeks to control travel to Iran 
because of fears that the Islamic revolution might rub off 


By James Clad in Kuala Lumpur 


alaysia has “asked Iran — which 

two years ago opened a diplomatic 
mission here — to accept a formal 
agreement to control travel by Malay- 
sians to the Islamic republic. There 
may be, however, some opposition to 
the draft agreement in Teheran. 

Iran's relations with Malaysia have 
had their ups and downs since the 1979 
Islamic revolution in Iran and the 
opening three years later of its em- 
bassy in Kuala Lumpur. Charges of 
Iranian interference in Malaysian af- 
fairs flew thick and fast last year, and 
during Iranian Foreign Minister Ali 
Akhbar Velayati's visit to Kuala Lum- 
pur in April, his then Malaysian coun- 
terpart, Tan Sri Ghazali Shafie, told 
him Malaysia wanted to "regularise" 
the flow of visitors between the coun- 
tries. 

Shortly after Velayati's return to 





Teheran (his visit reciprocated a 
stopover by Ghazali in Teheran earlier 
in the year), the Iranian Embassy in 
Kuala Lumpur received a draft agree- 
ment that sets out Malaysia's require- 
ments. Essentially Malaysia wants to 
supervise all visa applications by Ma- 
laysians to visit Iran, whether these are 
lodged from within Malaysia or are re- 
ceived by other Iranian diplomatic 
missions abroad. Although Malaysian 
Foreign Ministry sources told the 
REVIEW the agreement.embodies the 
principle of "reciprocity" — Malaysia 
will.ask for Teheran's comments when 
Iranians seek to visit Malaysia — the 
draft agreement clearly is directed at 
tightening control over Malaysians 
who may want to see the Marie revo- 
lution first hand. 


acm is particularly anxious 


— = 


about links between Iran and local 
Muslim extremists, especially from the 
Malay Islamic opposition Party Islam 
(Pas) — which denies any collabora- - 
tion with foreign powers. If the agree- — 
ment is concluded, it will be the first of — 
its kind between Iran and a Southeast 
Asian country: Thailand, Indonesia — 
and the Philippines — all of which 
have reservations about Lran's influ- . — 
ence on their Muslim populations — - 
are therefore taking more than a pass- — — 
ing interest in the negotiations. 
Although given much prominence by 
the Malaysian press, the issue may — — 
have been somewhat overplayed, dip- — - 
lomatic sources here say. The Iranian 
Embassy said recently that "no more 
than 20" visas were issued to Malay- 
sians over the past 12 months, and that 
the total number of Malaysians visit- 
ing Iran during the period “does not 
exceed 100." However, when asked for 
more precise information, the embassy 
said it was not readily available. re 
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Ithough the Iranians complain of 
being cast as offstage villains ina 





A 


drama between the United Malays Na- 
tional Organisation (Umno), the dom- 
inant party in the ruling. National ~ 


Front coalition, and Pas, it is pre- - 
cisely the worry over the impact on - 

domestic politics of Iran's revolution-  - 
ary example that concerns the coun- 
try's ruling party. At the height of last - 
year's constitutional disagreement be- 

tween Umno's leadership and the — 
country's hereditary rulers, Deputy  — 

Prime Minister Datuk Musa Hitam ob- i 
liquely charged Iran with meddlingin  . 
Malaysia's affairs. One inference 
widely drawn from his remarks was. ~ 
that Pas — taking its cue from the Ira- — — 
nian experience — might be consider- ——— 





M^, 


ing abolishing Malaysian monarchical 
institutions altogether. 
Diplomatic sources confirm that 
bilateral relations took on a distinet 
chill at the time. One Malaysian, for Í 
example, scheduled to attend a medi- 
cal conference in Teheran, abruptly 
declined to attend while another with- 
drew from Teheran's annual Koran- 
reading competition. The Malaysian 
Foreign Ministry also summoned the 
Iranian ambassador and presented ` 
him with lists of “clandestine” Malay- 
sian invitees to Iran; about which the 
embassy professed to know nothing. 
Sources say the invitees, who had at- 
tended about 10 conferences in Iran 
over the past two years, received visas 
from Irans Bangkok embassy, and 
some government sources say the Ira- 
nians may be playing a dual game: on 
the one hand behaving with exemplary 
correctness while, on the other, iden- 
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Malaysian Foreign Ministry sources 
stressed that the Iranian Embassy's 
behaviour has been "correct." For 
example, the mission supplies sample 
copies of propaganda material to the 
foreign and home affairs ministries 
for distribution approval, which is 
usually not given. Iran's ambassador, 
Berkeley-trained engineer Sadegh 
Ayatollah, plays a comparatively low- 
key role while privately taking issue 
with accusations that his government 
has become altogether too close to Ma- 
iaysian Muslims. Although Islam is 
Malaysia's state religion, by govern- 
ment reckoning only 53% of the popu- 
lation is Muslim. 

While sources say lran's Foreign 
Ministry can live with the proposed re- 
strictive visiting procedures as a price 
for preserving relations with Kuala 
Lumpur, the documents reception 
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bly, in the past has taken exceptión (o 
executive-level agreements made 
without its knowledge. While it is 
understood that the draft agreement 
with Malaysia does not, in theory, re- 
quire the assembly's approval, the Ira- 
nian executive is taking care to clear 
the document — which, after all, im- 
plicitly censures Iran’s revolution it- 
self — with some key assembly figures. 


eyond varying interpretations of 

the draft visitors agreement lie 
larger interests. Recent Iranian trade 
delegations have held out the prospect 
of long-term procurement of large 
amounts of palm oil; one figure men- 
tioned by diplomatic sources was 250- 
300,000 tonnes — equivalent to about 
20% of Malaysia's annual production. 
While many industry sources doubted 
whether Iran seriously intends to buy 





PLO leader Yasser Arafat visits three Southeast 
Asian countries but gains little from his hosts 


By Susumu Awanohara in Jakarta 
p alestine Liberation Organisation 

(PLO) chairman Yasser Arafat was 
given a red-carpet welcome — and not 


| a great deal else — by the Indonesian 


Government when he stopped over in 
Jakarta during a visit to Southeast 
Asia. Some observers were a little sur- 
prised that Arafat was invited here and 
that he wanted to come. For while 
Arafat seems to command a strong fol- 
lowing among some local nationalist 
and Muslim groups, the government of 
President Suharto has been rather cool 
to the PLO leader, if not to the PLO 
cause. And it was said that Arafat, for 
his part, was most keen to win recogni- 
tion for his movement in areas where 
the Israelis have a strong presence and 
was thus giving Indonesia low priority. 

But now is a time for a diplomatic, 
rather than a military, offensive for 
Arafat. And officials here say that In- 
donesia, a supporter in principle of in- 
dependence struggles and a member of 
the Islamic Conference Organisation, 
welcomed Arafat's stopover between 
his visits to Malaysia and Brunei. Dur- 
ing his short visit, Arafat met Suharto, 
Vice-President Umar Wirahadikusu- 
mah and Foreign Minister Mochtar 
Kusumaatmadja. A planned meeting 


with former vice-president Adam 
Malik did not materialise. 
Suharto assured Arafat of In- 


donesia's continuing moral support for 
the PLO struggle, adding, sources said, 
that it was not possible to extend mat- 
erial support because Indonesia was 
still a developing country. There have 
also been suggestions that Suharto 
made his support for the PLO struggle 
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conditional, wanting to be certain that 
the movement fought for indepen- 
dence based not on religion but on the 
unity and cohesion of all Palestinians. 
If this is true, it would seem to reflect 
the desire to avoid the interpretation 
that Indonesia, the world’s most 
populous Muslim nation, was support- 
ing an Islamic struggle 
against Israel. 

Indeed, Arafat stress- 
ed at a press conference 
that his was a nationalist 
movement, embracing 
the Muslims, Christians 
and Jews of Palestine, 
and not an Islamic move- 
ment. He drew a distinc- 
tion between Judaism 
and Zionism, saying 
that it was only the lat- 
ter, which he said meant 
terrorism, imperialism 
and racism, that his 
movement was fighting 
against. 

But the Indonesians 
made no promises about 
when they would allow 


the PLO to open a repre- 
sentative office in 
Jakarta — something 


which would have given 
Arafat a boost. As State 
Secretary Sudharmono 
explained to the press, 
Indonesia had no prob- 
lem on this point but 
needed to find the “ap- 
propriate time.” The 
feeling among observers 


aban ingcns ; the 
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Soei fire the 
Maloni. Government is interested 
enough to have begun exploratory dis- 
cussions. 

One account of the initial negotia- 
tions describes the Malaysians “em- 
barrassing” the Iranians by pointing to 
a Shah-era edict, still in force, that 
bans palm oil as.“unfit for human con- 
sumption.” Sources said the palm-oil 
prohibition has its origin in American 
advice during the previous Iranian re- 
gime, which strove to protect the mar- 
ket position of United States soyabean 
oil in Iran. 

The prospects for replacing soya 
with palm oil will be reviewed when 
recently appointed Foreign Minister 
Tunku Ahmad Rithaudeen, formerly 
trade and industry minister, visits 
Teheran in the near future. 

The atmosphere between. the two 
countries has generally improved since 


is that Indonesia's position on the 
question of a PLO representative office 
has not really changed much as a result 
of Arafat's visit. 

In January last year, Mochtar 
suggested that the PLO did not need an 
office in Indonesia beeause there was 
no question that the Indonesian Gov- 
ernment, as well as the people, sup- 
ported the movement and that they 
were already representing the PLO 
here. There still seems to be no great 
urgency to upgrade the relationship 
with the PLO. The blunt-talking Eng- 
lish-language Jakarta Post said in an 
editorial: “The ‘appropriate time’ for 
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sence in Malaysia, buta so | that o ot 
measures beside restrictions on vi 
— such as a clamp-down on Iran 
diplomatic travel within Malaysia — 
could conceivably result if “correct” 
behaviour is not maintained. _ 








ers of the Iranian leader Ayatollah 


Ruhollah Khomeini were being: dis- i 


played, while several days later Kedah 
Chief Minister Datuk Seri Syed Nahar 
Shahabuddin said: “Religious ex- 
tremists” from Kelantan and 
Trengganu had launched an Iranian- 
style campaign in his state “against the 
rulers [the sultans] and the govem 
ment.” o 





such a [PLO representative] bureau 
here will be when a Palestinian entity 
comes into being.” 

The same editorial, which observers 
felt reflects a school of thought inside 
the government, went on to point out 
that Arafat was received like a visiting 
head of state, meeting Suharto, staying 
at the state guest house and discussing 
“bilateral issues" in talks here. “But,” 
the editorial concluded, "like Mr 
Arafat himself, this seems to be more 
image than reality, more symbolic than 
consequential." 


» James Clad writes from Kuala Lumpur. 


Arafat's three-day visit to Malaysia 


before his Indonesia trip also gener- 
ated more publicity than substantive 
changes — either to Malaysia's well-es- 
tablished Middle East policy or to the 


foreign policy. 


Apart from attending a rally of 


15,000 people in Kuala Lumpur's Na- 
tional Stadium, Arafat met Prime 
Minister Datuk Seri Mahathir 
Mohamad for two sessions, visited the 
government's new International Is- 
lamic University, received promises of 
training for Palestinians, attended a 
state banquet and received a rare, 
formal welcome at Parliament House 
_ by the king. 

Malaysia is the only Islamic country 
in Asia to accord the PLO full diploma- 
tic representation; the other Asian 
countries to do so are Vietnam, North 
Korea, Laos and China. It is not ex- 
pected that Brunei, which Arafat visit- 
ed after Jakarta, will ask for PLO resi- 
dent gh od aom ang 
PLO sought this. .... 
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| competent 
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e's govern 





ister A+ _controy Mick i found: is in- 
1 ‘another scandal - — and one 


ment. In an. incident that has become 
known as the Paddington Bear Affair, 
the former sheep shearer has been 
forced to step aside over allegations 
concerning false declarations on a cus- 
toms document. 

Returning from an overseas "trip in 
early July, Young declared that unac- 
companied. luggage brought back in 
his name contained no dutiable items. 
When customs officers subsequently 
told him the luggage did contain duti- 
able items -— mostly clothes, handbags 
and a large Paddington Bear toy — it 
emerged that the luggage. belonged to 
Young's wife and sister-in-law, who 
were on a private tour abroad and who 


had not told Young what was in the 


baggage when they asked him to bring 
it back to Australia for them: The items 
were valued at A$772 (US$645). Duty 
on them was A$487.and sales tax 
A$118. 

Two days after receiving! the customs 
report, Young made a public statement 


explaining the situation, stating that 
he had. been willing to comply with all 


customs requests once the discrepancy 
had been pointed out to him and that 
customs had expressed complete satis- 


. faction with his response to their re- 
PLO's position in the intractable dis- | 
pute. All the same, the visitisseen here | 
as signalling Malaysia's Islamic iden- | 
tity and, coming so closely after the | 
visit of United States Secretary of | 
State George Shultz, as a calculated. 
expression of Malaysia's independent | 


quests. The government indicated that 
was where the matter would rest and 


that it would tough out any embarrass- 


ment. — | 
Four days later, however, Hawke an- 


| nounced that Customs Minister John 


Button, had received “new informa- 


tion" on the incident, that a secret in- 


quiry into the affair would be con- 
ducted by Victorian Queen's Counsel 
Michael Black and that Young would 
stand aside from the ministry during 
the. inquiry. No one has said what the 
new information is, why it took four 
days to emerge and why it needs to be 
investigated in secret. 

The seemingly trivial Paddington 
Bear Affair has jolted a government 
which has been basking in continued 
popularity and preening itself on its 
economic management. 
Two factors make the incident more 
serious than it appears on the surface. 
First, the jovial and popular Young has 
ome an electoral. liability. A 


é andali is s threatening to undermine i its sun 
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from Australia of Soviet dy 
Valeri Ivanov. 
Second, two pce mi 








to resign two years ago Wi 
a similar customs row involvin 
import of a colour TV set by ! 
health minister Michael: Mack 
were revealed. Thei ir on) vistha 
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Liberals were 

Young's return tot] 
Ivanov bungle, Yo 

ily across the. 
that if he had to got 
share a cell with Mach 
watch colour TV. 


§ nderstandably, the Liberal 
Jj letting up on Young now, a 
Peddingidn Bear incident has 
previously | lacklustre opp 
leader Andrew Peacock a new h 
life. Within the Labor | 
ramifications of Young havi 
aside are being felt with sor 
The incident has dashec 
chances of replacing Tre 
Lionel Bowen as deputy prim 
ter should Bowen retire from 
as expected after the forti 
eral poll. 
This means the contest is like 
between Treasurer Paul Keati 
is ambitious, a Hawke suppe 
darling of Labor's Right, and 1 
Minister Bill Hayden of the- 
Left faction. Young is a 
member of the centr bert 
mands strong loyalty from 
file Labor members who are susp 
of Hawke and the tactics of the 
The rank-and-file have already sig 
led their unease about a secret inqu 
and their inclination to close ranks: 
hind Young. . 
Young's support within: the p 
was strong enough to ensure the 
Hawke had to reinstate him into 
ministry after the far more : 
discretion over the Ivanov 
Hawke has said, however, that « 
full exoneration would enable 
to remain a minister this time. 
Hawke is faced with a no-win. 
tion. If the inquiry clears Young 
prime minister will have the cor 
ing worry of a trouble-prone 


down, na dob is unlikely tos 
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Still mysterious ... 


. Although the government denies that the army is conducting a 
í - killing campaign against criminals, many remain sceptical 


—. By Susumu Awanohara in Jakarta 
_ (Are Indonesian army death squads 
—— EK"À responsible for the so-called “mys- 
— terious shootings” that have claimed 
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- Over the past year or two? The answer, 
A "according to the commander of the In- 
— donesian armed forces Gen. Benny 
e. ani, is definitely not. All the 
a E. many Indonesians, recalling a 








— -— Whatever the truth of the matter, it 
seems clear that the killings, which 
— have attracted widespread condemna- 
— tion abroad, are now tapering off, even 
. ^ if bodies — often hideously mutilated 
= are still turning up in Jakarta and 
other major cities. What also seems 
‘beyond doubt is that the incidence of 
"violent crime has dropped sharply in 
— the past two years — a development 
X welcomed by an overwhelming 
number of Indonesians. 
All the same, some worrying trends 
_ are becoming apparent. One is that 
= hard-core criminals are showing a 
- greater readiness to shoot their victims 
— down. Another is that the drastic anti- 
— Crime campaign is being abused by of- 
ficials for private gain and is becoming 
a convenient device for settling scores. 
" Pressed recently for details of the 
_ death squads by visiting foreign jour- 
f _nalists, Murdani threw the question 
1 back at them. “What squads?” he de- 
— manded. “Which death squads? The 
— ones in Nicaragua?" When a reporter 
. explained that he meant the mysteri- 
ous killers in Indonesia, Murdani re- 
_ plied bluntly: “There are no mysteri- 
ous killers in Indonesia.” United 
States Congressman Stephen Solarz, 
visiting Jakarta around the same time, 
was also told by Murdani that there 
were no officially sanctioned killings. 











Murdani added, however, that there 
was still some gang warfare going on. 

Popular Jakarta daily newspapers 
such as Pos Kota and Sinar Pagi have 
been keeping tallies of crime, includ- 
ing lists of the number of bodies found. 
All indications are that among 
homicide victims, the number of those 
who were shot to death has decreased. 
In recent months, many more have 
been strangled, stabbed or beaten with 
blunt weapons. And as was the case in 
1983, the victims are often known 
criminals. Some victims of the con- 
tinuing crime wave are described in 
the press as "apparent victims of gang 
warfare." But the feeling here is that, 
in fact, they may be the victims of a 
continuing anti-crime operation. 

Even the most outspoken critics of 
the recent killings agree that the 
number of victims has dropped sharply 
since a so-called “fourth phase" of the 
tough anti-crime campaign began 
early this year. The first phase was 
launched in 1982 against ex-convicts 
in East Java, the second in early 1983 
against increasingly recalcitrant 
gangsters in Jogjakarta and other 
places in Central Java. 

In each case the police and the mili- 
tary were quite openly involved in the 
campaign. The third phase was appa- 
rently started around April 1983 — 
first in Jakarta but subsequently 
spreading nationwide. This time, no 
one was formally claiming responsibil- 
ity, which led to the coining of the term 
“mysterious shootings.” 

The open inquiry about the killings 
by visiting Dutch Foreign Minister 
Hans van den Broek in January is said 
to have marked the beginning of the 
fourth phase. Before that, top govern- 
ment officials virtually admitted the 
killings indeed .were conducted by 
security officials to keep peace and 
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mie Ves, eer | 
der. but Murdani told van. 
cases in which the officials 
had to shoot down criminals 
who fought back or resisted 
arrest, the death of criminals 
was simply a result of gang 
warfare. Since then, no one 
has officially contradicted 
Murdani. 

One reason why the 
number of killings has slow- 
ed down considerably is 
doubtless the fact that so 
many on the killers’ hit lists 
have already been elimi- 
^| nated. The number of vic- 
tims has been put at any- 
where between 3,000 and 5,000 but the 
reliability of these estimates is not 
high. The campaign seemingly has 
come to a halt in most parts of the 
country except Java — with greater ac- 
tivity in West Java and Jakarta than in 
Central and East Java, observers say. 
But given the supposed objective of de- 
terring crime by grisly demonstration, 
the campaign's termination is not 
likely to be announced publicly. 

In general, the "shock therapy" 
seems to have helped reduce violent 
crime. Statistics compiled by the 
police (and used, albeit with reserva- 
tions, by independent criminologists) 
indicate that violent crime in Jakarta 
increased rapidly during the 1970s and 
early 1980s — a trend which is believed 
to be fairly representative of the trend 
throughout the country. 
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ome violent crime (torture, black- 

mail and rape) began to decline 
in Jakarta as early as 1982, and experi- 
enced a further sharp drop in 1983. 
Other types of violent crime (assault, 
robbery, burglary and  hold-ups, 
mainly in public transport) continued 
to increase in 1982 but showed a sharp 
decrease in 1983. Among crime clas- 
sified as serious, only homicide and car 
and motorcycle theft, which is consi- 
dered more a "professional" crime and 
which is not apparently punished with 
mysterious shootings, continued to in- 
crease in 1983. The police figures for 
homicide in Jakarta (96 in 1981, 111 in 
1982, 186 in 1983) apparently do not 
include any mysterious killings. 
Bodies of homicide victims (excluding 
infanticide cases) taken to a Jakarta 
criminology institute reached 372 in 
1983. Many other bodies are believed 
to have been “lost.” 

The trends of 1983, apparently, are 
continuing into 1984: the amount of 
violent crime as a whole is still de- 
creasing but those who resort to such 
crime are increasingly bold. If in the 
past violent criminals shot their vic- 
tims only as a last resort, of late they 
have become increasingly impatient 
and cruel, a commentator wrote. re- 
cently in the daily newspaper Kompas. 
Some criminals are now shooting their 
victims before they rob them and also 
are ready to shoot anybody else who 
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oot him if he did not MIN The 


: cornu to the man's son, who dis- 
losed the case through a legal-aid 
group in Jogjakarta after several 
months in hiding, the crime in question 
had been committed 20 years earlier. 
Between mid-1983 and 16 November 
When the father was killed, the family 
sold land, gold and motor scooters to 
‘come up with some Rps 30 million 
5$29,.400) — to no avail. 
Also in East Java, five people, in- 
uding members of the legal-aid 
ch of a local farmers association, 
x LR mysteriously in Sep- 
^ 1983, after allegedly being 









/ were security officials. Some of 
missing men: had been involved in 


' reports of mysterious disappear- 
es, including some in which secu- 





"urity officials) were not involved. 
Y example, a man disappeared in 
tral Java in October 1983 after ap- 
itly staving off pressure from cre- 
.to repay a loan, and two jour- 
‘have been missing in Central 
ince about the s same time. 





50 far there is no persuasive evi- 
ence that people have béen executed 
or political or ideological reasons. But 
here is a fear that the mysterious kill- 
ngs one day might reach those consi- 
lered to. be politically and ideologi- 
lly undesirable. The recent shooting 
Of a fairly well-known campus activist 
a Jakarta technological. institute 
eeply troubled human-rights ac- 
'ists. Although some newspaper re- 
uggest this was a purely private 


























ached any conclusion. 





t the general populace now lives in 
‘tal fear: many in fact appreciate 
eduction of crime. But as one critic 
as said, fear of crime has been re- 

placed by fear of extra-legal killings — 
and of the sheer absence of legal pro- 
tection for th Se 
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ed up by two men who claimed. 
dispute.cases. There have been. 
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so far the police have not 


. would be misleading to suggest. 


who have fallen from. 












hree months ago, the Vietnamese 

Government, short of cheerful news 
in recent years, decided to commemo- 
rate the 30th anniversary of the vietory 
over the French at Dien Bien Phu in 
1954. A national holiday was declared; 
a special commemorative stamp was 
issued and for three consecutive. days, 
on 4-7 May, sports festivals and po- 
litical rallies were held at Dien Bien 
Phu and in Hanoi, Ho Chi Minh City 
and other large cities. In contrast the 
30th anniversary of the signing of the 
Geneva Accords on 20 J uly passed with | 
almost no comment. 

The Dien Bien Phu battle and the 
Geneva Conference were important 
milestones. Specialists on Southeast 
Asia will long dispute whether it was 
"Dien Bien Phu that triggered the re- 
sults of the Geneva Conference or the 


reverse. The academic debate over the | 


relative importance of battlefield ac- 
tion and diplomatic negotiation will no 
doubt persist. However, of the two 
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relationship with the rest of Southeast 
Asia. 

Dien Bien Phu was certainly simiti- 
cant. More than just a great military 
victory for Vietnam, it was also a cur- 
tain-fall, dramatically signalling the 
end of European hegemony in South- 
east Asia. By 1954, France had become 
the only major colonial power to hold. 
out. The Americans had granted inde- 
















had reluctantly acknowledged Indone- 
sian sover eignty in the Dutch East In- 
dies, and the British had left Burma 
and were making preparations to re- 
"linquish their rule over Malaya. The 
French defeat at Dien Bien Phu and 
their subsequent departure thus 
marked the end of the era of European 
maritime imperialism that had begun 
centuries earlier. | 
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events it is Geneva that has mattered: | 
more to contemporary Vietnam and'iits ` 


pendence to the Philippines; the Dutch | 


“However, it was Geneva tha ónenéd:] 







ference, departing Europeans were 
soon replaced by Americans. When the 
southeast Asia. Treaty Organisation 
came into effect in. 1954, Southeast 
Asia became embroiled in. the; Cold 
War, being waged by the two super- 
powers and their respective allies, in 
the name of conflicting ideologies. The 
partition of Vietnam into communist 
and anti-communist halves was soon 
followed by the division of the region 
into pro- and anti-communist states. 
For the next. two decades, Southeast 
Asia: became: a ‘focal. point of world 
politics. Ps 
But while- the attempt to replace 
European domination with a Pax 
Americana eventually failed, and 
while Vietnam was reunified and self- 
determination became a political fact 
for Southeast Asians, the legacy of di- 
vision and conflict that was apparent 
at Geneva has persisted. The roots of 
the current. dispute between com- 
. munist Indochina and anti-communist 
Asean in important ways can be traced 
: to the conference. 
. Geneva had a poignant significance 
2 for the Vietnamese. The partition of 
| the country, imposed at the conference 
“for the convenience of the great pow- 
ers, reopened old wounds and oc- 
+ casioned fears that the division might 
‘become permanent. Twice before Viet- 
: nam had been divided and on each í oc- 











| SO IET Asia. As a result of the con- 
| 
| 
| 


P And bs 1954, the Vietnam- 
ese had not overcome the effects of the 
second partition. 

Nam Ky (Cochin China), which had 
been truncated from the country for al- 
most a century in a French attempt to 
‘transform it into a permanent colonial 

possession, had been restored to Viet- 
nam in 1949, only five years prior to the 
"Geneva Conference. The partition this 
"time appeared ominous and showed 
every sign of being much more difficult 


to overcome. 
T his time, the partition of the coun- 
try looked set to become permanent. 
It was part of a worldwide political 
pattern, that of the bi-polar world of 
the 1950s..And the examples of Ger- 
many and Korea. EYE the Vietnamese 
no reassurance.. 

Geneva, however, had also been a 
boon to the. Vietnamese communists. 
Although disappointed by the fact that 
they had obtained: much less territory 
it the he n 


























nevertheless gained much needed 
legitimacy and de facto international 
recognition of their rule over the 
northern half of the country. This was 
no mean accomplishment for a rev- 
olutionary party that had seized power 
only nine years earlier with fewer than 
5,000 members. In subsequent years, 
the North was to become a sanctuary 
and a base from which operations were 
launched for the conquest of the rest of 
the country. 

At Geneva, too, the Vietnamese com- 
munists learned an important lesson in 
international relations. This was that 
too much dependence on more power- 
ful allies leads to a loss of freedom of 
action. The corollary of this proposi- 
tion is that, allies and comrades, how- 
ever valuable their friendship and as- 
sistance, must not be allowed to dictate 
policies or make decisions that will 
compromise one's own national in- 
terests. This was a crucial lesson well 
learned. 

At Geneva, the Vietnamese watched 
as Zhou Enlai and Molotov made deals 
with then French prime minister 
Pierre Mendés-France on crucial deci- 
sions concerning their country. How- 
ever, for the next 20 years, they were to 
become increasingly adept at man- 
ipulating both friends and foes in the 
international game of diplomacy. 
Throughout the subsequent conflict 





6p ess than a decade after their 
resounding victory, the 
communists have lost in 
peacetime much of what they 
gained in warfare? 





with the United States, and especiallv 
during the Paris peace talks, the Viet- 
namese communists dealt directly 
with their adversaries; their more 
powerful allies were denied the role of 
intermediaries. 

Today it is obvious that the Vietnam- 
ese communists learned many other 
important lessons in fighting and in 
negotiating. And these have stood 
them in good stead. They have success- 
fully withstood and eventually stale- 
mated the world's mightiest military 
power. They have successfully realised 
Vietnam's most cherished political 
goals: dóc làp (independence) and 
thóng nhát (unification) — goals that 
had eluded the Vietnamese for more 
than a century. In the process they won 
worldwide admiration for heroism, re- 
sourcefulness and tenacity. And for 
many years, they — and not the corrupt 
and inept Saigon regime — became a 
Third World symbol of successful re- 
sistance against neo-colonialism in all 
its forms. 

Yet, it is the historical lessons that 
the Vietnamese communists have 
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failed to learn that are at the source of 
the perpetuation of the Geneva legacy 
of division and conflict, and the many 
difficulties that Hanoi is facing. As à 
consequence, less than a decade after 
their resounding v ictory, the com- 
munists have lost in peacetime much of 
what they gained in warfare. 


he first unlearned historical lesson is 

that no progress is possible without 
national unity. The communists have 
often paid lip-service to this principle; 
in practice, however, they have been 
the cause of much disunity. They have 
confused a military victory with politi- 
cal legitimacy. They have not learned 
that national reunification as a conse- 
quence of military conquest and ad- 
ministrative fiat is not equivalent to 
national unity of purpose; that re- 
quires efforts at reconciliation, to 
which they have given their verbal 
adherence, but not much else 

Today, Vietnamese society is more 
disunited than ever before: forced 
population displacement and political 
persecution have added to the burden 
of wartime dislocation. And for the 
first time in Vietnamese history, more 
than a million people form a Vietnam- 
ese diaspora. This is the vote on the 
present regime, and it is a result of a 
lesson not learned. 

The second — and equally important 
— lesson that the Vietnamese com- 
munists have failed to learn is that 
while the great powers can always use 
their economic and military might — 
or the threat of such use — às instru- 
ments to gain allies and supporters, de- 
pendent countries will always need the 
goodwill and friendship of neighbours. 
During the conflict with the US, the 
Vietnamese communists appeared to 
have understood this principle well, 
and the global support for the Viet- 
namese struggle testified to the valid- 
ity of this proposition. 

However, the actions of the present 
regime since 1975 have raised doubts 
about Hanoi's ability to take this les- 
son to heart. The military conflicts 
with China and the Cambodian resist- 
ance groups. the continuing dispute 
with Asean and the forceful exporta- 
tion. Of its people to neighbouring 
states — are exercises of power one 
would not usually associate with a de- 
pendent country in need of friendship 
and support. 

Today, Vietnam is virtually friend- 
less. Worldwide admiration has turned 
to worldwide condemnation. This is a 
vote on the present Vietnamese regime 
and is a result of a lesson not learned. 
Until the Vietnamese communists learn 
the lessons of history and realise that 
they are partly the authors of their own 
difficulties, the divisive legacy offered 
by the Geneva Conference in 1954 is 
likely to remain. 
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Muslim separatists are 
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By Rodney Tasker in Zamboanga 


I: the mid-1970s, the Muslim sep- 
aratist rebellion in the southern ` 
Philippines was the only real security” 12 
threat to the country, even though it 
was confined to western Mindanao and. - 
Sulu. Ill-prepared government t S. 
ventured into the jungle to do battle - 
with tough, well-armed rebels fighting — 
for their "Moro homeland," and were 
cut down in their hundreds. Al- 
together, as many as 50,000 soldiers, 
rebels and civilians died during the de- © 
cade. 

Now the former battlegrounds are 
largely peaceful as scores of proud 
Muslim commanders, who once fought 
under the banner of the Moro National 
Liberation Front (MNLF), have opted 
for rehabilitation within the govern- 
ment fold. They are the fighters who, in 
February 1974, seized the strategic 
Sulu town of Jolo and against whom 
the government had to launch a mas- 
sive air, sea and land operation; they 
are the men who, in February 1975, be- 
sieged the large city of Cotabato, lob- 
bing mortar shells on to the military 
headquarters in the city centre. 

Armed MNLF rebels, or the Bangsa 
Moro Army as they called themselves, 
were once officially estimated to total 
20,000 men. Some 6-7,000 are thought - 
by the military to remain in the hills, 
but many of these are growing crops as 
farmers rather than ambushing troops. — 
And military commanders allow them 
to continue without harassment as — 
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long as they do not take up arms or join 
the many gangs of bandits who carry 
out raids for personal profit rather 
than for any separatist or secessionist 
creed. 

The armed forces in turn have pulled 
troops out of the predominantly Mus- 
lim areas and rebased them in Min- 
danao's communist-infested Christian 
areas. The government is fortunate 
that the Muslim rebellion, which at its 
height tied down 70-80% of the coun- 
irys armed forces, has dissipated in 
the past few years as the communist in- 
surgency, particularly in Mindanao, 
has correspondingly intensified. 

Southern commander  Maj.-Gen. 
Delfin Castro told Defence Minister 
Juan Ponce Enrile at his headquarters 
in Zamboanga City on 1 June: “We 
have practically solved the so-called 
MNLF problem." Castro has good 
reason to be happy at that thought, be- 
cause his late brother-in-law, Brig.- 
Gen. Rudolfo Bautista, was killed 
along with most of the troops who ac- 
companied him when, in late 1977, he 
went unarmed to the island of Pata, 
near Jolo, to negotiate an MNLF com- 
mander's surrender. 

At the height of the MNLF cam- 
paign, as many as 14 battalions of 
troops were based in Jolo. In 1980 there 
were still nine, but now there are only 
three. In the southernmost province of 
Tawi-Tawi, a beautiful cluster of trop- 
ical islands which stretch to within 50 
km of the coast of the East Malaysian 
state of Sabah, the three battalions of 
troops which operated there in 1980 
have been reduced to one marine bat- 
talion today. On Basilan island, the 
figures are five battalions down to the 
present two and, in Region 12, which 
takes in the Lanao del Norte, Cotabato, 
Maguindanao and Sultan Kudarat 
provinces of western Mindanao, there 
are now eight battalions compared 
with 17 at the height of the conflict. 


he MNLF campaign began in 1972 

but has its roots in the largely suc- 
cessful historic resistance against 
Christian penetration, first by the 
Spanish and then the Americans who 
replaced them as colonisers in 1898. 
Even the Japanese invaders in World 
War II gave the Moros a wide berth. So 
why have so many hardcore MNLF 
commanders and their men decided to 
give up the struggle now? 

The answer, according to Region 12 
commander Brig.-Gen. Cesar Tapia, is 
that the MNLF has been rent by "inter- 
nal squabbling, factionalism and 
jealousy.” Chairman and founder of 
the MNLF Nur Misuari led the rebel- 
lion from his Libyan base in Tripoli for 
many years, along with other members 
of his central committee. Misuari, a 
former University of the Philippines 
political-science lecturer, is a Tausug 
Muslim from Jolo, and his most ardent 
supporters have been from this tough, 
warrior tribe. He was able to secure 
generous supplies of military equip- 
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which meant his fighters were far bet- 
ter armed than their communist coun- 
terparts. 

Now, Misuari's supporters in the 
MNLF are estimated by the military to 
be the least willing to carry on the 
cause. Misuari himselé has moved his 
base from Tripoli and is believed to 
move between Syria and Iran, as well 
as visiting some other sympathetic 
Middle East countries. External mat- 
erial support for the Moro struggle is 
believed to have greatly diminished, 
though the Islamie Conference Organi- 
sation still recognises the MNLF, with 
Misuari as its leader, as the representa- 
tive of Muslims in the southern Philip- 
pines. 

The two other main MNLF factions 
are those loyal to Hashim Salamat, a 
Maguindanaon Muslim from the 
Cotabato area, and the so-called Re- 
formist Group, led by Dimas Pundato, 
a Maranao Muslim from Lanao del 
Norte. Salamat, an Islamic scholar 
who studied at Cairo University and is 
still believed to be based in the Egypt- 
ian capital, has appeal among the 
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more fundamentalist Muslims in Min- 
danao, particularly from his own 
Maguindanaon tribe. His main re- 
maining field commanders are Haji 
Morad and his subordinate, Boy 
Hashim, who control as many as 2,000 
MNLF in the Cotabato area but who 
have been passive recently, 

Pundato is more of a moderate 
leader. Unlike Misuari, who has strug- 
gled for an independent Moro nation 
encompassing all of Sulu, most of Min- 
danao and the western island of Pala- 
wan, he seeks only a form of real au- 
tonomy in the predominantly Muslim 
areas. He is believed to be based in 
Sabah and, though estimates of his 
field strength vary, his faction is view- 
ed by the military as one with more 
growth potential than the other two. 
Pundato, like Salamat, was a former 
member of the MNLF central commit- 
tee before breaking away from Mis- 
uari. 

The most recent MNLF commander 
to come down from the hills is Gerry 
Salapuddin, the last remaining rebel 
leader of any substance on the island of 
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Basilan — at one time one of the most 


dangerous areas for government 
troops. He formally surrendered to En- 
rile on the island on 3 June, pledging 
that his more than 1,000 troops were 
following suit. As in all cases of MNLF 
surrenders, Salapuddin and his fol- 
lowers were allowed to keep their rifles 
— for many Filipino Muslims, to be 
without a gun is to be naked. “Com- 
mander Gerry," as he is known, was a 
Misuari loyalist from the start of the 
rebellion. Why was he now, at the age 
of 32, giving himself up after 12 years 
of fighting? "Because of my belief that 
the government is sincere," he told 
newsmen. "We must now work for 


peace." 


Ithough he would not admit it, 
Salapuddin has probably been 
guaranteed a senior position in his re- 
gion's local administration, the Region 
9 "autonomous" government. There, 
he will join another former MNLF 
leader, Sali Wali, who is chairman of 
the government's executive council. 
Former MNLF figures pepper the local 
government scene in regions 9 and 12: 
acting chairman of 
the executive coun- 
cil in Region 12 is 
Amelil Malaquiok, 
formerly “Comman- 
der Ronnie," who 
surrendered with 
more than 1,000 
of his men in 
1980; many rebels 
are now mayors in 
the region and one, 
Tupay Loong, is gov- 
ernor of Sulu pro- 
vince. His brother, 
Hussein Loong, was 
elected in May as the 
new national as- 
semblyman for Jolo, 
and former MNLF political commissar 
for Basilan, Candu Muarip, will also 
join him in the assembly. | 
On the surface, at least, the situation 
in Moro-dominated areas seems cosy 
for the government. But many of the 
residents in the area, who opted to re- 
main on the government's side during 
the long years of the rebellion, resent 
the fact that MNLF fighters who sur- 
render are given special treatment in 
helping them to acquire land, receive 
scholarships to make up for their lost 
education and, above all, are allowed 
to keep their guns, with the potential 
menace this implies. Cynics believe 
that after such a long, historic struggle 
against Christian. domination and 
exploitation, the Moros will not be 
quiet for long, and many rebel leaders 
are still waiting in the wings in volun- 
tary exile in Sabah. But combat-weary 
government troops, now moving 
against a more sophisticated com- 
munist enemy in other parts of Min- 
danao, are grateful that for the time 
being at least, the Moro heartland is 
quiet. it oO 
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| Phere was a deep si- 
m | Jenee when Indone- 

sian President 
E Suharto, accom- 
E panied by his wife 
| Tien; entered: the 









































room where the 

body of lieutenant- 

ITI Y general Ali Mur- 
SHADOW PLAY) topo lay in state 
—— 4 late one evening 


| Murtopo, the principal po- 
al architect of the New Order re- 
me and, some say, once Suharto's 
-apparent, had suffered another — 
his time fatal — heart attack that 
noon. As Suhartosat at Murtopo's. 
de, almost the entire New Order - 
D und him to witness the last com- 
on. 
were the regime' s past leaders, 
its wise men; there were also its 
nt leaders, some on the rise, some 


y in decline — all as Suharto wills 
io doubt some future leaders were 


informal leaders outside the gov- 
nt, whom Murtopo had absorbed 
he establishment; and even some 
irtopo's many enemies and rivals 
he past, including retired gen- 
umitro, who left the political 
(ream 10 years ago, after being. 
d. of harbouring ambitions. 
itro praised Murtopo's positive 
ds and said both he and Murtopo 
l had been loyal servants of their 
uperior. Indeed, Suharto left such an 
ression of strength compared to the 
thers that one person was moved to 
xclaim: "Suharto is king." 
‘There is a vague but widely held 
notion these days that Suharto — an 
elected president — is becoming more 
d more like a Javanese king and In- 
donesia like a traditional Javanese 
ngdom. For example, some admirers 
ompare Suharto to a panditu ratu 
wise king) — such as Prabu Judistira 
a familiar character in wayang pup- 
et plays who, with help of wahyu (di- 
blessing), turns chaos into order 
"brings prosperity to his kingdom. 
| critics of theregime, when analys- 
ig corruption and favouritism today, 
traditional Javanese sultanates 
th their elaborate system of palace- 
entred patronage.  . 
1t is perhaps natural that a regime 



















1e peak of their power and some al- 


too. Also present were the coun- 


rhich attributed the cataclysmic dis-. 
ntegration: of the old order tor uncon- 





ideologies (communism, socialism, vari- 
ous religions, militant nationalism) 
should turn to indigenous forms in es- 
tablishing its own identity. It is no less 
natural that, in the process, the forms 
of the numerically and politically pre- 
dominant  Javanese of whom 
Suharto is one — should be highlight- 
ed. 

But what does it really mean to beor 
to become Javanese? Recent public dis- 
cussions on this subject have often 
been initiated by non-Javanese critics 
of Javanese culture, 
feudalistic, stultifying and unsuited to 


meeting the challenges of modern 
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Suharto; Judistira; Murtopo: "Wise kings’ and loyal A 


times. One specific worry is that the 
Javanese political system, adopted by 


the New Order regime, does not 
guarantee smooth succession of 
leadership. 


t his home in Padang, Mochtar 
Naim, a well-travelled Minang- 
kabau sociologist, explained his 
celebrated ~~ or notorious, depending 
on one's point of view —- theory, con- 
trasting Javanese culture with that of 
the Minangkabau. He places the two 
cultures at the opposite extremes in a 
continuum of Indonesia’s 19 main 
ethno-cultural groups. According to 
this scheme, Javanese culture is “verti- 
cal, hierarchic, centripetal and syncre- 
tic," 
"horizontal, egalitarian, 
and synthetic." 





centrifugal 


which they find ` 


while Minangkabau culture is 


| "The rest fall some- 
where m between the e i and 





and paternalistic" and the M-pattern 
“democratic and fraternalistic.” He 
points out, however, that many 
Javanese leaders represent the M-pat- 
tern rather than the J-pattern. | 

Naim's- formulation. appealed to ` 
many; no doubt because it articulated 
— almost in a caricature — what many 
non-Javanese think of their powerful 
Javanese brothers. Mochtar Lubis, the 
well-known Batak author; quoted 
Naim at length in the latest of his occa- 
sional marathon lectures in late 1983. 
Known for his blunt talk, Lubis made. 
his own graphic contribution to the 
discussion of things Javanese, albeit 





after insisting that he was not anti- 
Java. 

His argument goes like this: in tradi- 
tional Java, power was excercised in a 
closed and vertical manner with the 
king perched on top of the pyramid. 
But the ruler was isolated at the top; 
shielded from criticism and correction 
from below. Consequently,..a.court 
mentality develops: the “as-long-as- 
the-king-is-satisfied" attitude ^ per- 
meates, even among the chief adminis- 
trators and ministers: The king wishes 
to be infallible and to be praised and 
adored. These tendencies foster an ir- 
rational approach to solving problems; 
often taking.the form of inystieiem, = 


also used to gain. self-confidence. 


Lubis went on in his familiar sweep- 


 ingstyleto blame traditional Javanese 
culture for signs-of a- 
| dure he pre c 


* "soft state,” y 
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of power, empty slope Absence of 
solidarity. To remedy these evils he ap- 
pealed for a “cultural revolution" — to 
liberate society from a culture which is 
no longer effective in guiding the na- 
tion into the future. The future, hesaid, 
is full of challenges which can only be 
met with a scientific, rational, open 
and humble attitude and with à more 
horizontal and egalitarian political 
structure. 


ore recently, Fachry Ali, a young 
M writer associated with 

a Left-leaning journal, mus- 
tered enough courage to publish an 
essay in the mass-circulation news- 
paper Kompas on "the system of power 
in Java and the stability of New Order 
politics.” To support his contention 
that the New Order government has 
adopted the Javanese system of gov- 
ernment (as opposed to Western, Is- 
lamic or non-Javanese Indonesian sys- 
tems), Fachry Ali superimposes politi- 
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Murtopo's "floating mass" concept, 
which states that the masses should 
not concern themselves with politics 
between electiong, the regime depoliti- 
cised the masses and turned them into 
kawula, the obedient servants of their 
gusti (lords). Abri extended control 
over the bureaucracy and Golkar by en- 
forcing its “monoloyalty” demand and 
by placing its own personnel in these 
organisations, as justified by its "dual 
function" doctrine. By popularising 
the five-point state ideology, Pancasila 
— portrayed more and more as if de- 
rived from indigenous values rather 
than as a collection of imported con- 
cepts — the regime has rejected the no- 
tions of opposition and autonomy and 
co-opted much of the seberang. 
Fachry Ali's conclusion is that the 
Javanese system of power was most 
suitable for achieving political stabil- 
ity and economic growth, but there are 
two problems inherent in the system: 
first, it has no built-in mechanism to 
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cal concepts extracted from Javanese 
culture on present-day realities, 

The old geographical concepts — 
dalem (inside), referring to an area at 
the centre directly governed by the 
king and his palace; manca negara 
(foreign. lands), the area encircling 
dalem, and seberang (across), the outer 
islands — are given non-geographical 
parallels in the New Order. According 
to Fachry Ali, dalem corresponds to 
the Indonesian armed forces (Abri), 
manca negara to the government 
bureaucracy and the official political 
grouping, Golkar, and seberang to all 
other social-political groups, such as 
non-governmental parties, religious 
organisations, students and intellectu- 
als. 

The New Order has gradually ab- 
sorbed: outside powers into its own 
orbit — just as wayang heroes absorb 
the enemies they defeat — and ex- 


panded in concentric circles. Applying 
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evaluate itself by drawing upon infor- 
mation and criticism from below. Sec- 
ondly, the system lacks an established 
mechanism for a smooth succession of 
leadership, free from conflict and 
bloodshed. 

Paradoxically, the fact that Naim, 
Lubis and Fachry Ali can publicise 
their views so freely gives the lie, to 
some extent, to their characterisation 
of the Javanese system as being auto- 
cratic and unresponsive. In fact the re- 
gime seems not only to tolerate but also 
to welcome controlled debate, which 
lends it an air of enlightenment, dif- 
fuses tensions and serves as an early- 
warning system. Typically, such de- 
bates take place in the sedate and care- 
fully argued editorials and comment- 
aries of major newspapers, often delib- 
erately couched in academic jargon 
and meticulously polite to those who 
are being criticised. 

Suharto, as a social-political en- 





gineer, is determined that Indonesia 
should “take off" into modernity dur- 
ing Repelita VI (the sixth five-year 
plan — 1994/95—1998/99). It is said he 
is giving serious thought, with the help 
of trusted regime intellectuals at the 
National Institute of Economic and 
Social Research, to which traits of var- 
ious Indonesian ethno-cultural groups 
— including the Javanese — might hin- 
der this great design. 

This does not mean that the regime 
accepts all the criticisms directed at it. 
Far from it. Specifically, State Secret- 
ary Sudharmono addressed the fear 
that Suharto is trying to Javanise Pan- 
casila, straining to find its source in 
ilmu kasunyatan, the old Javanese 
science of true reality. Sudharmono in- 
sisted that knowledge of old Javanese 
teachings helped one to understand 
Pancasila but suggested that its origins 
also may be found in the values and 
norms of other Indonesian cultures, 

More generally, defenders of the re- 
gime — who tend to be Javanese — 
question the motives as well as the 
analyses of its critics. Pro-regime in- 
tellectuals say that the critics, be- 
grudging the strengths of Suharto, the 
New Order and Javanese culture, at- 
tempt to apply rigidly schematic and 
deterministic theories developed in 
Judaeo-Christian or Arabic cultural 
settings to understand amorphous In- 
donesian realities. Critics simply con- 
clude what thev already thought to 
begin with; that Suharto and Abri run 
a totalitarian state and that Pancasila 
is either anti-religion or a secular reli- 
gion in its own right. 


espite the criticisms of Suharto, 
D there is considerable delegation 
of authority — though it is true 


there is no one who can claim to be No. 
2 Theideal Javanese ruler, who can at- 


| tack an enemy without an army, win 
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without physical exertion, give with- 
out losing and is rich without owning 
property, survives by his capacity to 
adapt to his environment and to 
changes within it. The Javanese are 
theistic but not theocratic, this- 
worldly without being secularist. 
Suharto's supporters admit that efforts 
to make Pancasila indigenous are 
under way, but they insist that it is 
neither a religion, nor opposed to other 
religions. They claim it simply guaran- 
tees national unity without one intol- 
erant religion dominating the others 
Both partisan and disinterested ob- 
servers sometimes do feel that the uni- 
versality of Javanese political concepts 
is too often underplayed. According to 
one revisionist thinker there is nothing 
especially Javanese about Suharto's 
emphasis on keselarasan (harmony) 
and tepo saliro (sensitivity to others). 
The theory that Indonesia will never 
become modern as long as it adheres to 
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Javanese values, also is questioned. 
The fact that traditional Javanese be- 
liefs lack a systematic theology may in 
fact minimise friction between these 
creeds and modernity, as was the case 
with traditional Japanese beliefs 
around the time of the Meiji Restora- 
tion. As a once-powerful devotee of 
Javanese beliefs put it: "There is abso- 
lutely no contradiction between deve- 
lopment and spirituality: we are using 
technology to serve our spiritual deve- 
lopment.” 


ist argument is that the attempt 

to understand the New Order re- 
gime as a Javanese kingdom leaves out 
the rationalising and differentiating 
forces of economic development set in 
motion by this very regime. The mili- 
tary is by definition a modern institu- 
tion. It cannot be a pure carrier of an- 
cient Javanese tradition. As the Ameri- 
can academic Donald Emmerson wrote 
recently: “The more complex the econ- 
omy has grown, the harder it has be- 
come to manage Indonesian society 
under any of the militaristic, sultanis- 
tic or clientilistic strategies so 
frequently attributed to the re- 
gime.” 

Nonetheless, the Javanese tradition 
continues to offer powerful and com- 
pelling symbols for understanding In- 
donesian realities, particularly in an 


B y far the most important revision- 
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area such as political succession, 
where modern forms have not yet been 
established. In Javanese tradition suc- 
cession has not often been peaceful. 
One scenario was written in 1978 by 
the Irish scholar Ben Anderson — 
one of the most extreme adversaries of 
the New Order regime. 

He predicted that Suharto's reign 
would not last much longer, and that 
once Suharto is gone, (the then vice- 


Political propaganda and 
the power of the puppets 


By lan Buruma in Jakarta 
Every Sunday 
morning at 11:15 
four popular clowns 
appear on Indone- 
sian TV for 15 min- 
utes. They are 
Semar, a hideous 
EN pot-bellied dwarf; 
D ami] Petruk, a scrawny, 
a Pie eee, Long-nosed crea- 
————_— ——-5 ture; Gareng, a de- 
formed midget with sores, and Bagong, 
a bald and stupid frog-like character. 
They sing, they cackle, they shriek. 
They are also related to gods; further- 
more, they are immortal. Javanese 
viewers find them hilarious. But non- 
Javanese may find the programme a 
little too didactic — for the clowns 
sing, cackle and shriek about such 
matters as paying taxes on time, birth 
control and agricultural development. 

Javanese do not mind being lectured. 
It even appears they positively like 
being told how to behave, as long as the 
lecture has an aesthetic appeal. In fact, 
ethics and aesthetics in Java are often 
indistinguishable. To be Javanese lit- 
erally means to be civilised, and to be 
civilised means to behave beautifully. 
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The highest expression of Javanese 
manners is also the finest repository of 
Javanese aesthetics, namely wayang, 
and specifically wayang kulit, the 
shadow puppet theatre. To Javanese 
wayang is something spiritual, ethical 
and aesthetic, and it is to this theatre 
that the four popular clowns belong, 
the ugly exceptions in a world of grace 
and beauty. 

It is typical of the way Indonesia is 
governed these days that the clowns, 
whose traditional function is to be crit- 
ical of their masters, are now used for 
government propaganda. Even the 
Dutch tolerated being made fun of by 
wayang clown characters played by 
actors. The Japanese, however, during 
their occupation of Indonesia, did not 
and several actors were executed. The 
present Indonesian Government does 
not go quite that far, but direct criti- 
cism is out. A few years ago a tradi- 
tional Sundanese clown called 
Kabayan was banned from TV for 
being too satirical. Now, he too is used 
to disseminate government messages. 

The characters in wayang, presented 
in a highly stylised form, cut out of 
leather and reflected onto a white 





president) Adam Malik would not be 
allowed to succeed him. "The way 
would be open for a bitter and possibly 
bloody struggle for power among con- 
tending military groups." A corollary 
of Anderson's thesis — a thesis which 
has its adherents among some intelli- 
gent Indonesians — is that those who 
supported and benefited from 
Suharto’s reign may face some rough 
times. 


screen, are often called divine messen- 
gers. They are brought to life by the 
iet the dalang, who, at the 
ighest level of his art, is more than an 
artist; he is a kind of priest, a medium 
of the gods. But while the human 
characters often have divine powers, 
the gods are surprisingly human and it 
is typical of Javanese thinking that 
human beings seem to influence the 
gods as much as the other way round. 
The modern Javanese poet and 
playwright Rendra puts it this way: 
"Wayang is about power. The heroes 
gain spiritual power by meditation. 
This power enables them to penetrate 
the space of the gods and put fire to 
their arses, forcing them to work for 
the heroes' benefit. Javanese respect 
power — the power of force and the 
power of beauty. And there is nothing 
to control this power except ethics.” 


hese ethics are dramatised in two 

great Indian epics — appropriately 
Javanised in time — the Mahabharata 
and the Ramayana. The Mahabharata 
is perhaps more often performed. 
Heroes are divided into two warring 
groups originating from the same 
family: the Pendawas and the 
Kurawas. Roughly speaking, the 
Kurawas are the forces of greed, evil 
and destruction, while the Pendawas 
(especially their five main heroes) 
stand for social harmony and spiritual 
enlightenment. But, and this is typi- 
cally —though not uniquely — Javanese, 
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| “battle } iea cae pidales would be 
i. just like American elections. 

Many Indonesians tend to go along 
cautiously with this view, though 
they feel that Abri, rather than 
the assembly, will have the final 
say in mapping out the country's 
future. Abri will not collapse, they 

argue, not just because all groups 
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Javanese women: contrasting cultures. 


The pro-regime intellectuals reject 
such a scenario, however. There is a 
long-standing decision by the People's 
Consultative Assembly — formally the 
highest law-making body — that in an 
emergency, the vice-president takes 
over and that, if he cannot do so, the 
interior, defence and foreign ministers 
collectively will become caretakers 
until the assembly chooses the next 
leader. Regime intellectuals like to 


the divisions between good and evil, 
just as the divisions between gods and 
men, are never absolute. The good 
heroes have bad traits and some of the 
“bad” Kurawas are good people; what 
matters is that each behaves according 
to his social role. But these roles are so 
diverse that most people can pick their 
own favourite hero with whom to iden- 
tify. 

For example, some will identify with 
Arjuna, the handsome, refined ladies' 
man, who is nevertheless capable of 
extreme self-discipline. He is the ideal 
Javanese aristocrat. Others will prefer 
Bima, the great and fiery warrior, as 
impetuous as he is honest, and who 
only finds spiritual enlightenment 
after a long and arduous quest, 
dramatised in the highly popular De- 
waruci. Then there is the divine 
Kresna, the cunning politician, or 
Judistira, the wise and meditative 
king. One of the most subtle characters 
is Karna, the good man on the wrong 
side, whose loyalty is divided between 
the bad king who raised him and the 
good family which abandoned him at 
birth. He stands by his king, as a good 
Javanese should, and dies as a result. 

To be sure, many of these stereotypes 
are universal. One can find parallels in 
popular legends everywhere. A 
Javanese at King Arthur’s Round 
Table would recognise Sir Lancelot as 
Arjuna, Sir Galahad as Bima and Ar- 
thur himself as Judistira. The quest for 
inner peace, the truth, the holy grail, or 
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n Another factor is that though 


within it have vested interests in the 
existing system but because, as the 
acknowledged primus inter pares, it 
keeps alive a sense of mis- 
sion as the- redeemer of the na- 
tion. 


Abri as a whole maintains a politi- 
cal role, most of its younger lead- 
ers are no longer regarded as 
powerful political figures, who 
» might feel compelled to enter the 
political stage "for the good of the 
nation." Murtopo was the out- 
standing soldier-politician of his gen- 
eration. The feeling is that follow- 
ing generations of Abri officers will 
be less political and more profes- 
sional. 

In other words, Indonesia desk offic- 
ers in foreign ministries worldwide, 
and country-risk analysts of major in- 
ternational banks may be wasting time 
trying to penetrate the Javanese mys- 
tery. Reality is often far less strange, or 
fascinating than the myths. oO 




















whatever one wishes to call it, is 
equally universal. What is perhaps 
most typically Javanese is that this 
theatrical blend of ethics and aesthe- 
tics should still retain its spiritual sig- 
nificance in the modern world. 







his is not to say that wayang has not 

changed. It has. And while most 
people insist that it still has a deep 
spiritual meaning, its ritual function 
largely has disappeared. It is no longer 
performed much at such occasions as 
circumcision ceremonies. More and 
more, wayang has become entertain- 
ment and according to the Irish scholar 
Ben Anderson much of the subtlety, 
the moral pluralism and the tolerance 
for different types of behaviour con- 
sequently has been lost. Furthermore, 
the social hierarchy to which tradi- 
tional behaviour conformed has 
gradually disappeared. It has become 
increasingly common for puppeteers to 
court popularity by making kings be- 
have like clowns and vice versa, and 
thereby breaking one of the strictest 
Javanese taboos. 

Sardono, a modern Javanese dancer, 
explains that when he grew up in the 
old central Javanese city of Solo, 
wayang, dance and other traditional 
disciplines were not just arts. In fact, 
he says, there is no Javanese word for 
art. They were disciplines taught to in- 
stil refined Javanese behaviour and 
ethics. To be a good Javanese, one had 
to be able to move gracefully and 
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able part of daily life. This, Second 


to Sardono, is no longer the case: in 
this modern age, nationalism, politics 
and ideology have replaced cultural 
refinement as ideals. 

Robbed of its ritual significance, 
wayang — and other traditional dis- 
ciplines — can be manipulated easily 
for worldly ends, as an instrument of 
politics, for example. Late president 
Sukarno liked to do this. The type of 
hero he promoted as the model for the 
new dynamic revolutionary man was 
Bima, or his son Gatutkatja, the flying 
hero. The man of action was preferred 
to the man of culture. Sukarno also en- 
couraged a new type of wayang in 
modern dress, as it were, to serve his 
political ends. During the Confronta- 
tion with Malaysia, for example, the 
Pendawa heroes were dressed up as In- 
donesians, led by Sukarno himself of 
course, while the Kurawas were dress- 
ed as Malaysians. 

This, like similar experiments before 
by Christian or Muslim missionaries 
who tried to reshape wayang to their 
own ends, has not lasted. The tradi- 
tional style has always proved to be the 
most popular. Popular in Java, that is. 
Attempts to export Javanese wayang 
to other islands of the archipelago have 
not been very successful. In fact, re- 
sentment of Javanese political and cul- 
tural domination in Indonesia is such 
that, scenes of Javanese wayang in fea- 
ture films are often deleted for distri- 
bution in other regions. 

In any case, the kind of realism 
favoured by political or religious prop- 
agandists is death to an art as abstract 
as wayang. Abstraction is one of its 
great strengths. Unlike actors in 
kabuki or Peking opera — forms which 
have only survived as living museums 
— the puppets are not really recognisa- 
ble human beings, hence they are time- 
less. And because of the diversity in 
characters and the vagueness of the 
Javanese philosophy they represent, a 
wayang play is open to many interpre- 
tations. 


sly dwa fed awise hod Ramis 
divine court jester, whose advice is 
sought by kings, is a familiar figure in 
the history of most countries. He is the 
ultimate outsider and thus the only 
person a ruler can really trust. In 
wayang the clowns always have the 
last word. They bring fhe divine com- 
edy down to earth, but they are the 
wisest of all; traditionally they were 
idolised as gods. When the then Aus- 
tralian prime minister Gough Whitlam 
visited Indonesia in 1974, he properly 
paid his respects to Semar's cave. But 
the clowns, too, have been sadly sec- 
ularised it seems. Nowadays it is com- 
mon to hear them referred to as sym- 
bols of democracy, as the true voice of 
the people. 


here is another, deeper reason for 

wayang's continuing life, which is 
the very strong belief in a specifically 
Javanese spirituality. As with most 
mystical beliefs, it is hard to say quite 
what this consists of, but it is as if the 
Javanese feel they are more in tune 
with the gods than other people, that 
being Javanese is almost a religion in 
itself. In the course of their history the 
Javanese have absorbed Buddhism, 
Hinduism, Islam, Christianity and 
even communism, but all these beliefs 
have ended up being mere aspects of 
Javanism. The lack of an ideological 
bent has enabled the Javanese to syn- 
cretise many contradictory elements. 

The belief in a unique spirituality is 
of course the best defence a culture can 
have against the encroachments of 
stronger powers. A culture defined by 
ideology would break and fall into 
pieces if confronted by a stronger or 
superior ideology. Javanism, because 
of its vagueness and its mystical claim 
to a universal truth, works like a 
sponge; its capacity to absorb is almost 
limitless. In this, as in many other re- 
spects, the Javanese resemble the Ja- 
panese. Even if the entire physical 
world around them changes, both peo- 
ples remain unmistakably themselves. 









most Bid and stil remain 
wayang. What it cannot do is become 
ideological — for then the spirit is lost. 
It is fascinating to see the work of 
avant garde playwrights in this light. 
Some have been remarkably successful 
in recreating wayang in very modern 
forms, but never by striving for 
realism. Such artists as Bagong Kus- 
sudihardja, the dancer Sardono or the 
poet Rendra, all work with wayang in 
one form or another and all stress its 
abstract, its spiritual qualities. 

Rendra, Whose  Bengkel  Teater 
theatre group is forbidden by the gov- 
ernment to perform, is a political 
idealist, who feels deeply committed to 
the poor and downtrodden. He was 
raised by Dutch Catholics and attri- 
butes his passion for scientific analysis 
to this. His plays are the result of much 
careful research. This highly rational 
streak seems very un-Javanese. But he 
also likes to talk about his charisma, 
his Spiritual powers. He makes his ac- 
Lors meditate and the ceremonies of his 
group include Zen Buddhism, Islam, 
Hinduism and many other disciplines. 
This casual syncretism and his mysti- 
cal bent — “I want to harmonise the 
sky in my heart with the sky outside" 
— are very Javanese. 

Like Sardono and Bagong, Rendra is 
not interested in preserving the tradi- 
tional forms as such. He calls himself à 
traditionalist rebel against all conven- 
tions. "I rape the sacred books and 
make my own work sacred." This may 
seem boastful and a little ostentatious, 
but it is in fact a perfect illustration of 
how a cultural tradition can be pre- 
served without becoming a rarified 
museum-piece or a  folkloristic 
souvenir. It also shows how Javanese 
culture as a whole has survived. One 
can change the forms as long as the es- 
sence, the magic which brings wayang 
to life, is untouched. The audience 
must believe in the magic, of course. 
But a Javanese who does not believe in 
magic is no longer Javanese. 





Sukarno; fie kulit: manipulating traditional disciplines for worldly ends. 
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SOCIOLOGY 


Flying Into a temper . . . 


Against the State: Politics and Social 
Protest in Japan by David E. Apter and 
Nagayo Sawa. Harvard University 
Press. US$22.50. 


I: their eagerness to discover the 
alchemy of Japan's economic success 
writers have largely ignored the most 
obvious manifestation of what the au- 
thors of this verv good book call the 
other side of the story — the new Tokyo 
International Airport at Narita. 

This fortress-like complex — the 
first view most foreigners have of 
Japan — stands as striking testimony 
to a foolishly high-handed government 
attempt to implement a policy which 
has been opposed with corresponding 
determination. The airport affair is a 
glaring contradiction to what many 
people have come to believe the Japan- 
ese excel at: rational policy smoothly 
executed. And the opposition, includ- 
ing a number of strong, colourful per- 
sonalities variously motivated, 
explodes the myth that Japanese are 
docile, faceless conformists. 

The book explores three main 
themes: the story of the struggle 
against the airport; the questions such 
struggles pose regarding violent pro- 
test in democratic societies; the prob- 
lem of modern social science theories. 
The first two themes, well-handled, 
provide the meat of the issue and are 
most likely to interest general readers. 

The struggle is one of government 
ineptitude as the authorities, com- 
pounding the original miscalculation 
of inadequate consultation, vacillated 
and then attempted to ride roughshod 
over the feelings of the local people. It 
was a form of political behaviour 
which alienated a sizable minority: 
mainly farmers, who felt betrayed by 
an insensitive central government and 
frustrated by unresponsive local gov- 
ernment, too much under Tokyo's 
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thumb. Militant radical and student 
groups seized on the issue, transform- 
ing itinto a wider attack on the state as 
a whole. Thus, what should have been a 
small local grievance was thrust onto 
centre stage and kitted out in the lan- 
guage of protest and dissatisfaction 
generated by the utopian mood of the 
1960s. However, most farmers did not 
see things in such transcendent terms 
and quickly sold their land for what 
seemed generous compensation — the 
farming sector was in decline anyway. 

The existing airport is a bastardised 
version of what was intended to be a 
showcase of Japan's technological and 
organisational talents. Its embarras- 
sing, half-baked, provincial structure 
appears as an apologetic contrast to 
the glitter of, say, Singapore's Changi 
It is also a symbol for what can go 
wrong when consensus — so vital to 
the decision-making process in Japan 
— has not been fully achieved. The au- 
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thors see the airport as the conse- 
quence of an arrogant presumption by 
central government. Apter and Sawa 
also have some important things to say 
about the nature of the politician- 
bureaucrat relationship in Japan — à 
relationship which has attracted much 
attention recently and considerable 
admiration in some quarters 

The strength of the book (a much- 
needed antidote to the sensationalism 
of previous treatments) lies in its re- 
markable ability to get under the skin 
of all participants — farmers, radicals, 
politicians and bureaucrats. Through 
comparison, the book also looks at 
examples of civil disenchantment else- 
where: such as the environmental, 
ecological, and peace movements, and 
West Germany's recent airport affau 
in Frankfurt. It is interesting to learn 
also that Japanese women beat theii 
British sisters to the front-line of pro- 
test: more than 30 vears before tht 
Greenham Common anti-nuclear dem- 
onstrations, Japan's "mother move- 
ment" protested against the establish- 
ment of an American military base on 
the slopes of Mt Fuji. — DEREK MASSARELLA 





oteadying factor in Japan's other miracle 


Heritage of Endurance: Family Pat- 
terns and Delinquency Formation in 
Urban Japan by Hiroshi Wagatsuma 
and George A. de Vos. University of 
California Press. US$40. 


J apan's low crime rates evoke wonder 
and envy. For every murder or rape 
in Japan, there are 10 in the United 
States. Comparative robbery statistics 
are even more staggering. In one recent 
year there were 18,000 robberies in 
Japan against 382,000 in the US. Still 
more extraordinary is the fact that 
Japan's crime rates have actually been 
declining over the past 15 years. 
Incidents of juvenile crime and de- 
linquency receive prominent media at- 
tention. The accounts of violence in the 


classroom and random mayhem bs 
motorcycle gangs make for harrowing 
reading and suggest a disturbing 
counter-trend. But while it is true that 
juvenile crime rates have increased 
since 1969, they have not increased fast 
or much. Juvenile authorities in most 
countries would gladly settle for 
Japan's youth. 

To give one example: in 1976 250,000 
teenage Americans were arrested on 
narcotics charges and they formed 
only the tip of the iceberg. The analog- 
ous figure for Japan in the same yeal 
was 37,000; most of them arrested for 
sniffing glue and shinna (paint thin- 
ner). Gum-chewing at school is enough 
to warrant a conference with parents 
and suspicion of a nicotine habit can 
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Vos, social scientists at Tsukuba Uni- 
versity and the University of Califor- 
nia respectively. For their research, 
they chose Tokyo's Arakawa Ward, 
one of the capital's poorest and most 
crowded districts — an area of small 
factories, smokestacks; substandard 
housing, crematoria and sewage dis- 
posal plants — the city’s “wastebas- 
ket.” As the research was conducted 
more than a decade ago much has 
changed in Arakawa since — many of 
the small factories, for example, have 
disappeared. 


evertheless, the social observations 
are still accurate. Fifty families 
of delinquent teenagers were studied, 
interviewed, and subjected to six years 
of psychological tests. The result is a 
formidable body of data (some now 
outdated), case histories and a number 
of fascinating insights into why delin- 
quency — uncommon as it is even in 
this area of the capital — does occur. 
The reader also learns how it is pre- 
vented. 
We are shown, for instance, how the 
community intervenes to steer delin- 
quents away from anti-social be- 







in social control. 
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.and entrepreneurs who join these as- 


sociations become voluntary proba- 
tion officers for offenders in their own 
neighbourhoods: older men take direct 
responsibility fer young boys who have 
gone astray, often finding places for 
them in their own businesses. The au- 
thors believe this personal involve- 
ment by neighbourhood residents does 
much to discourage recidivism and 
overcome the sense of alienation ex- 
perienced by youth in many other 
societies. 

Authorities are seen as part of the 
community and not as an oecupation 
force. Wagatsuma and de Vos also note 
that police tend to live in the area they 
patrol and teachers dwell in the com- 
munity they serve. They identify per- 
sonally as well as professionally with 
their community and are a part of its 
social life. All of this also facilitates 
off-duty communication among pro- 
fessionals, parents and youth. 

Heritage of Endurance is written for 
a specialised audience. There are sec- 
tions on Rorschach tests that will mys- 
tify anyone lacking an advanced de- 
gree in psychology. But the general 
reader can quickly bypass those sec- 
tions as well as jargon such as "status 





youth: intervention. 


displastic" and still find a perfectly 
good explanation of how Japanese so- 
ciety works. The book p, ignes that the 
“Japanese miracle" may be more social 
than economic. 





— JOHN BOYLE 





ECONOMICS 


Luther's shaky thesis 


Socialism in a Subsistence Economy: 
The Laotian Way: An Analysis of 
Development Patterns in Laos after 
1975 by Hans U. Luther. Chulalongkorn 
University Social Research Institute, 
Bangkok. No price given. 


D 30-page study of the Lao 
economy deserves notice for only 
one reason: it offers a negative exam- 
ple of how not to use ideology in 
analysing Laos. His paucity of facts is 
matched by the poverty of his pseudo- 
Maoist framework. 

Although the brief text is riddled 
with self-contradictory statements, his 
basic thesis is that the Lao people's 
struggle overthrew a puppet regime in 
1975 and ushered in a policy of self-re- 
liant national economic development. 
But lack of resources and mistakes in 
implementing that policy led Laos to 
turn to the Soviet and Vietnamese re- 
visionists and the agent of capitalism, 
the International Monetary Fund. 

According to Luther, these unlikely 
bedfellows forced "the Laotians to re- 
vise their basic Marxist development 
concepts and once again open their 
economy to foreign interests and influ- 
ences in order to solve short-term 
problems." This sharp revisionist turn, 
Luther says, was accompanied by the 
purge of "pro-Maoist" elements from 
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the party who actually advocated a 
more nationalistic development po- 
licy. The new development strategy 
“resulted in a new social stratification, 
thereby again heading away from a 
more equal and just socialist system.” 
He might as well have added “the Lao 
lived unhappily ever after” to end his 
fairytale account. 

Facts do not stand in the way of his 
analysis because he has precious little 
of those. The fact that the Pathet Lao 
leadership had never been attracted to 
Maoist virtues of self-reliance, or that 
right from the foundation of the Lao 
People’s Democratic Republic the 
leaders have been urging World Bank, 
IMF and Western donors to help, seem 
irrelevant to Luther. 


he most obvious reason is, as he says, 
foreign observers such as himself 
“expected that Laos would and should 
attempt to go its own way, relying on 
slow but steady development of its vast 
natural resources in order to preserve 
political independence." Lao leaders 
disappointed Luther by not undertak- 
ing land reform. The fact that 
landlordism or scarcity of land has not 
been a problem in Laos is ignored be- 
cause it does not fit his scheme. 
The evidence he presents for his 
theory of Soviet revisionist pressure is: 


"The visit of a Soviet planning com- 
mission in February 1979 must have 
had great influence upon making the 
new decision." He says Laos could not 
reject IMF recommendation about 
"opening up" the country to foreign in- 
vestors. But if the result has been à 
stampede of foreign capitalists trying 
to exploit Laos, it must be one of the 
best-kept secrets. 

Luther also sees a Hanoi “mas- 
terplan" under which Laos will pro- 
vide energy to Vietnamese industry 
from its hydropower dams and coal 
mines. Insignificant facts — such as 
that Vietnam has one of the finest coal 
reserves and operating mines com- 
pared to virtually non-existing ones In 
Laos or that Vietnam's Black River hy- 
droelectric project would produce 
more power than the country’s power 
grids can carry or its industries can 
consume — do not bother Luther. 

That Vietnamese influence is predom- 
inant in Laos or that Moscow's pre- 
sence and influence there has been on 
the increase, are no secrets. But 
Luther's presentation is based on faith 
— not facts. He engages in crystal-ball 
gazing about future Vietnamese 
exploitation of Laos, while a little re- 
search would have told him what is 
going on right now: for instance, 
exploitation of timber and gypsum. 
Obviously it is easier to read Samir 
Amin and theorise about dependent 
development than to glean facts from 
the variety of sources available on the 
Lao economy. — NAYAN CHANDA 





Asian exporters to the US are likely to suffer further 
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By Robert Manning in Washington 


ew moves by the United States 
textiles lobby and by the US 
: Congress promise yet another 
— wave of election-year protectionism 
threatening the largest market for both 
the major Asian textiles and garment 
lg exporters and less-established Asean 
cand South Asian exporters, while 
- tighter enforcement by the US customs 
i ‘Service may curb Asian exporters’ 
B methods of circumventing US textiles 
.. quotas. 
E Despite the continued US economic 
- recovery, textiles manufacturers and 
a -unions have launched a new campaign 
—-against imports — this time aimed at 
E fledgeling exporters in Asia and Latin 
— America. Late in June the textiles 
lobby filed 13. countervailing-duty 
—eases alleging subsidised imports from 
a host of new producing countries 
| E include all the Asean countries 
. (except Brunei), as well as Sri Lanka. 
"The complaints filed with the Com- 
merce Department charge that the 
T countries named are subsidising their 
"textiles and garment exports to the US 
by offering tax rebates to manufactur- 
ers, preferential financing and a vari- 
ety of tax and investment incentives 
The textiles lobby carefully picked 
Tan easy target: because none of the 
‘countries named in the petitions are 
1 | Signator! ies to the General Agreement 
‘on Tariffs and Trade subsidies code, 
- under US trade law, the complainants 
‘do not have to show injury to US in- 
- dustry caused by the exporters, but 
merely that the exporting countries are 
E 'engaged in providing what are defined 
- inthe US as subsidies. 
Moreover, the petitions remain en- 
tirely within the Commerce Depart- 
- ment, avoiding both a more complete 
- anvestigation by the US International 
Trade Commission and judgment on 
—the remedies by the White House. In- 
: ‘stead, the Commerce De ‘partment de- 
Cides within 20 days whether to in- 
- itiate the cases, and then issues a pre- 
liminary determination, followed by a 
final decision calculating the amount 
— of countervailing duties to be imposed. 
- "Its very clear that there are sub- 
sidies in these cases," said John 
Greenwald, a former Commerce De- 
partment official who is an attorney 
for the American Textile Manufactur- 
ers Institute, the key industry group. 
"The only question really is how much 
the exporters benefit." Greenwald told 
the REVIEW that the US textiles indus- 
try is not opposed to new exporters 
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winning a share of the US market. 
However, their share should come 
from existing markets of "the big five 
Asian exporters, not at the expense of 
US industry,” he said. 

The “anti-textiles” lobby, the Tex- 
tile and Apparel Group (TAG) of the 
American Association of Exporters 
and Importers (AAEI), however, op- 
poses the new complaints. Simeon 
Gluckson, chairman of the TAG, con- 
demned the petitions, explaining: 
“The actions of the textile manufac- 
turers are highly disruptive to import- 
ers and retailers, costly to consumers 
and totally unnecessary. The attempt 
to use the countervailing duty while a 
restrictive quota regime is in place 
clearly is over-reaching . . . and is de- 
signed to harass the trade." TAG offi- 
cials argue that the move runs counter 
to the Multi-Fibre Arrangement 
(MFA), and hence undermines US in- 
ternational commitments. 


agree that the overvaluation of the 

US dollar is a major factor boosting 
imports to the US market. According to 
statistics released by the Commerce 
Department on'27' July, the US trade 
deficit is growing still larger, with the 
shortfall for the first half of this year 
reaching US$59:7 billion. The six- 
month figure is twice as high as the 
corresponding figure for the first half 
of 1983 and on an annual basis would 
match the full-year total of US$120 
billion estimated by US officials, 


; ronically, officials for both groups 


Piling on the pressure 


The Commerce Department figures 
show a decrease in imports of clothing 
and garments in June. But for the first 
five months of this year, US textiles 
imports hit a record 4 billion yd? equi- 
valent — an increase of 45% over 1983, 
which gave the US a textiles-trade def- 
icit of US$6.2 billion for the first five 
months. The US has tightened up tex- 
tiles imports in many instances by 
more frequent “calls” of particular 
categories of textiles. A call stops 
further imports of the particular cate- 
gory until a new level of quota restraint 
for the category in question is deter- 
mined. 

These tactics have triggered a wave 
of complaints filed against the US be- 
fore: the textile surveillance body 
(TSB) of Gatt. Since Hongkong won à 
complaint before the TSB in May, a 
host of mainly Asian textiles exporters 
are either engaged in or are soon to file 
complaints. Among those taking ac- 
tion are South Korea, Pakistan, India 
and Indonesia. The TSB is the organ of 
Gatt established to monitor com- 
pliance with the MFA. In mid-July 
India-won a complaint against the US 
in three categories of textiles, and the 
TSB recommended that the US with- 
draw the restraints imposed by its 
"calls. " 

Under the rules of the MFA, the US 
has 30 days in which to respond. Talks 
here between the US and Hongkong 
and South Korea in July over textiles 
disputes appeared to be inconclusive, 
and both exporters may go before the 


Textiles cutting in India: South Asia will be hard hit. 
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TSB with their complaints. For South 
Korea, it involves man-made fibre lug- 
gage, while Hongkong is deadlocked 
with Washington over six,of 15 recent 
calls. More than 8095. of Hongkong's 
US$2.1 billlion in textiles exports is 
now subject to quotas. | 

In order to circumvent quotas, a 
number of exporters engage in various 
practices such as undervaluing and 
transshipment under a third-country 
label. Such practices are the subject of 
growing concern here, and increas- 
ingly the target of tougher legislation 
in the US Congress and stricter en- 
forcement by the US customs service. 
At a hearing on 24 July, Thomas Gray, 
a senior customs official, told the in- 
vestigations subcommittee of the 


House Energy and Commerce Commit- 
tee that US customs agents currently 
are investigating US$2.5 billion. in 
possible fraudulent shipments of tex- 
tiles. 


etailing the behaviour of Asian 
textiles exporters, Gray said 
South Korea, the second-largest 
supplier to the US, engages in an array 
of fraudulent activity from counterfeit- 
ing trademarks to undervaluing and 
transshipping merchandise through 
Japan, the Middle East and Panama. 
Hongkong, which was described as the 
exporter most cooperative with US au- 
thorities, is “a primary source of trans- 
shipments.” China, said Grey, trans- 
ships through a number of countries, 
including Macau and Bangladesh, and 
Singapore, described as the least 
cooperative with US officials, is a 
major source of transshipment for 
sweaters and jackets from Taiwan and 
various garments from Malaysia and 
China. 

According to Gray, India transships 
textiles through Bhutan, Nepal and 
Bangladesh, while Japan serves as a 
transshipment point for textiles and 
garment products originating in South 
Korea, Taiwan and Macau. Testifying 
on 26 July before the same subcommit- 
tee, the head of the US customs, Wil- 
liam von Raab, said the customs pro- 
gramme against commercial fraud, 
Operation Tripwire, begun 18 months 
ago, had made headway and is being 
stepped up. Von Raab said that cus- 
toms has redirected the priorities of 
import specialists towards “high-risk 
entries” such as steel, textiles and elec- 
tronics, and further computerising of 
customs operations, as well as setting 
up two task forces concentrating on 
textiles-import fraud. 

The upshot of the hearings may be an 
increase in funding for the US customs 
service and increased support for sev- 
eral pieces of pending legislation. One 
bill pending in the senate would speed 
up fines, penalties and forfeiture pro- 
cedures, giving customs more leeway 
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to act and less administrative red tape. 
Two bills that appear to have substan- 
tial support in the House of Represen- 
tatives also woujd have an impact on 
textiles imports. HR5929 would give 
the US Federal Trade Commission au- 
thority to seize counterfeit goods and 
also toughen labelling requirements 
for fibre and wool products. The other, 
HR5634, would deny duty-free entry to 
goods under the Generalised System of 
Preferences programme to countries 
that fail to crack down on counterfeit- 
ing. 
These developments suggest tougher 
times ahead for Asian exporters in the 
US market, as the administration of 
President Ronald Reagan is expected 
to toughen existing restrictions and 
curb the various avenues for circum- 
venting them, with the greatest impact 
likely to be felt by the new textiles ex- 
porters of Asean and South Asia. 
Michael Daniels, an attorney for the 
AAEI, told the REVIEW: "It's an elec- 
tion year and the textile people have 
leverage. It's going to be a mess." 

Despite its relentless protectionist 
lobbying efforts and protests against 
textiles exporters to the US, the US 
clothing industry has enjoyed record 
results stemming from the boom in US 
consumer spending that has fuelled the 
recovery. The industry's earnings have 
zoomed up 44% this year, with sales 
reaching US$14.2 billion. 

The conflicts over increased US calls 
appear.to be the harbinger of even 
tighter restrictions to come, before the 
election year is over. Reagan views the 
southern states, where most textiles 
manufacturers are based, as a key to 
his re-election, and is expected to de- 
liver on promises to southern politi- 
cians to come to the aid of US manu- 
facturers. Campaigning in the south 


recently, Vice-President George Bush 


conceded that the overvalued. dollar 
and the pace of the recovery had been 
key factors in the growth of textiles 
imports, but hesaid the administration 
would get tougher on imports and on 
enforcing quotas and US trademarks. 
Administration sources told the 
REVIEW that a new proposal is expect- 
ed to be adopted on 7 September to 
tighten the definition of "country of 
origin." Many of the leading Asian ex- 
porters have been shipping compo- 
nents of garments to third countries for 
final assembly to get around quotas. 
The new regulations are likely to say 
that sewing, looping or other means of 
attaching otherwise completed com- 
ponents will no longer constitute sub- 
stantial transformation to be labelled 
as coming from a third country. More- 
over, a number of other operations 
such as combining, packaging and 
dyeing will probably be judged insuffi- 
cient to be defined as originating from 
a third country. oO 





Patchwork 
alliance 


Textiles and clothing exporters 
cling to the MFA, but forge 
a common front for negotiations 


By Husain Haqqani in Karachi 
eveloping-country exporters of tex- 
tiles and clothing have reaffirmed 

their preference for full application of 

General Agreement on Tariffs and 

Trade principles of free trade and non- 

discrimination to the textiles industry, 

but have fallen short of committing 
themselves to an end of the Multi- 

Fibre Arrangement when the present 

protocol of extension (MFA III) expires 

in 1986. 

Representatives of 20 developing- 
country participants in the MFA, at- 
tending a workshop under the pro- 
gramme of cooperation among de- 
veloping-country exporters of tex- 
tiles and clothing in Karachi at the end 
of July, issued a joint statement 
condemning restrictive and  dis- 
criminatory practices in textiles trad- 
ing and agreed to intensify coordina- 
tion to strengthen the negotiating posi- 
tion of developing exporting coun- 
tries. 

An International Bureau for Textiles 
and Clothing (IBTC) also was set up 
with an initial membership of seven 
countries, representing 70% of the de- 
veloping-country textiles imports to 
developed-country MFA signatories. 
The bureau, based in Geneva, will pro- 
vide technical support for a unified de- 
veloping-country stance in future tex- 
tiles negotiations as well as initiatives 
aimed at mobilising developed-coun- 








iry public PE against REGE PERIODE connie countries p UE e ii- 


tionist policies. 

“We have the MFA and we want un- 
conditional most-favoured nation 
treatment under Gatt," remarked a 
workshop participant. "There is a lot 
of ground in between, which we need 
to explore. It is too early to say what 
will happen when the current MFA ex- 
pires, but [the developing countries] 
will try their best to get a better deal 
and we almost certainly will if we stick 
to our guns.” 

South Korea, Hongkong, Macau, 
Colombia, Pakistan, India and Mexico 
signed the agreement to join the IBTC, 
while Argentina, Peru and Brazil an- 
nounced their intention to sign shortly. 
Other exporters, too, are believed to be 
ready to join the effort to put pressure 
on developed countries to withdraw 
some of their restrictive policies pend- 
ing a return of textiles to the fold of 
Gatt, but the exporters are still divided 
by differences of perception and in- 
terests. Asean, for example, remains 


unenthusiastic about both the bureau 
and the joint developing-country 
stance it is supposed to coordinate. 


88 "Ehe United States probably held 

out a carrot to keep Asean out," 
said an Asian delegate. "We believe 
they [Asean members] were told that 
textiles might be included in the US- 
Asean free-trade zone under negotia- 
tion if they don't join the free-trade- 
in-textiles group. They are mistaken, 
however, because textiles is not part of 
the free-trade zone agreements of the 
US with Israel and Canada. It is un- 
likely that the US will give Asean bet- 
ter terms than it has given Canada and 
Israel and the textiles lobby in the US 
will certainly oppose it, but just the 
hope has prompted Asean to break 
ranks." 


"Textiles is a political issue rather 
than a technical one," observed Felipe 
Jaramillo of Colombia, one of the in- 
itiators of the IBTC proposal, “but the 
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nate research and technical ES 
for negotiations, something the bureau 
will undertake. There is no doubt, 
however, that in the long run it is poli- 
tical will which will decide the issue of 
textiles and it is here that developing 
countries find themselves united in 
principle but differing over tactics and 
operational arrangements.” 

The call for application of Gatt prin- 
ciples to textiles and clothing from de- 
veloping countries was in line with the 
Gatt ministerial declaration of 
November 1982 emphasising the need 
“to examine modalities of trade 
liberalisation in textiles and clothing 
including the possibility of full appli- 
cation of Gatt provisions to this sector 
of trade.” The Karachi workshop fol- 
lowed the release of a Gatt study 
criticising the MFA and pointing out 
its harmful effects on exporting as well 
as importing countries. 

The study itself was examined by de- 
legates to the workshop, who found it 





inadequate and criticised Gatt for in- 
cluding “other issues outside the scope 


of its terms of reference.” Fears of 
inter-linking with other elements of 
the Gatt work programme were a 
major factor in criticism of the study 
and a decision was taken to make a 
common statement on behalf of de- 
veloping countries in the Gatt working 
party about the study. 

The developing countries released 
their own study entitled The Multi- 
Fibre Arrangement in Theory and 
Practice, which demonstrated the ex- 
tent of protection and its negative ef- 
fects on the economies of the develop- 
ing exporting countries. According to 
this study, exporting countries suffer 
not only on account of the MFA, which 
in itself is a major derogation from 
principles of free trade, but also from 
selective application as well as non- 
adherence to MFA disciplines by the 
importing countries. 

“The multilateral textile regime has 
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country coverage and intensified in the 
restrictive “ and discriminatory as- 
pects," said the statement issued at the 
end of the Karachi meeting. "The bal- 
ance between the interests of export- 
ing and importing countries which had 
been struck in the MFA has become 
completely distorted in favour of the 
latter group. The multilateral discip- 
lines painstakingly negotiated in the 
MFA and its current protocol of exten- 
sion have been largely ignored by the 
importing countries, which have 
applied new concepts in their textiles- 
trade policies that completely deviate 
from the original purpose of the MFA.” 


he US came in for criticism for im- 

posing undue restrictions despite 
economic recovery which extends to its 
textiles industry. “The US industry is 
improving but it is slow to release fig- 
ures so that it can ask for greater pro- 
tection in an election year,” one Asian 
delegate pointed out. “Developing- 
country exporters are suffering from 
threatened new restrictions as well as 
the fact that a strong US dollar has 
made European Economic Community 
exports more competitive.” 

Imports into the US from the 
developing MFA suppliers increased 
24% in 1983 over 1982 but this rate of 
increase is qualified by two factors. 
First, in the preceding year, imports 
from developing countries had de- 
clined 3%. Secondly, imports from de- 
veloped countries which had already 
risen 4% in 1982, expanded in 1983 by 
more than one-third, that is much faster 
than imports from the developing 
suppliers, reflecting a strong rise in 
imports from the EEC and Japan. 

It was also pointed out that between 
1981 and 1983 the growth of imports 
from the developed countries stood at 
40% — twice as rapid as that from the 
developing countries. This year, too, 
there is a rapid increase in imports 
from unrestrained sources (particu- 
larly the EEC) while the relatively 
minor increase in developing-country 
supplies is attributable to earlier ship- 
ments of quotas, rather than an in- 
crease of the market share. 

The US was also criticised for apply- 
ing additional measures, on the pre- 
sumption of market disruption, which 
are said to have resulted in restraints 
being applied on the basis of a unilat- 
erally determined automatic trigger 
mechanism. The mechanism was an- 
nounced on 16 December 1983, Since 
then more than 100 calls for restraint 
are reported to have been made against 
20 developing exporters, including 
Asian suppliers, According to the de- 
veloping countries, “the production of 
textiles and clothing in the US was 
booming and the: question of market 
disruption did not arise.’ 

The US was Urged to revert to the 
discipline of the MFA and to adhere 
strictly to it until the expiry of the 1981 
protocol of extension in accordance 
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Ask Westpac about foreign 


Penang 

or profitable business 
today, information about 
money is every bit as 
important as money itself. 

This is particularly true 
of the rapidly changing foreign 
exchange market. 

or the chief executive or 
company treasurer, the right 
e advice can be as 
critical as his company's 
total effort to produce 
and market its products. 

At Westpac we've 
put ee top teams 
in the key foreign 
exchange trading centres 
in Hong Kong and Singapore. 

e will give you 
consistently valuable advice on 
foreign exchange dealing. 

We can tailor a foreign 
exchange service to suit your 
company's needs, whether it be 
in the hedging market, spot, or 
forward exchange, Euro currency 
funding, funds management 
advice, foreign currency 
denominated accounts, or on 
working the international money 
market. ul 


f (x n S ! ;191 «9 | 
i 1 7 "7 .O9 = >. 7 e . $5 B 
SS Mb e Loic o aout had iit MELE 






For fast 
forex 
action. 


So get in touch with our 
‘forex information bank’ - 
Westpacs professional foreign 
exchange network. 

A team that calls on 
experience and today's 
technology, including advanced 
satellite communications which 
link our offices in the world's 
major financial centres. 

Westpac is Australia's 
oldest, largest and most 


experienced banking and financial 


services group, with assets in 
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excess of A$34 billion. 
We're Australia's world ` 
bank, with offices in 20 
countries constantly ] 
monitoring economic trends, - 
market movements and 
currency fluctuations, which — 
means Westpac is well placed 
to help you if you are investing — 
in the Western Pacific, Australia _ 
or New Zealand. i 
If its anythingtodo 
with foreign exchange, 
Ring Westpac today. We - 
want to be your bank 
for foreign exchange. 
Asian Division 
Forex Dealing Centres; 
Hong Kong, Robert 
Toone 213 236/8; Singapore, Hugh - 
Hipkin 223 2147/8; | 
Representative offices 
throughout Asia: Tokyo, John 
Salamonsen (03) 501 4101/4; a 
Manila, John Lewis (02] 8158291; : 
Jakarta, Paul Milton 353 758; | 
Beijing, Geoff Tredinnick 595261 ` 
Ext 100; Seoul, Graeme Stewart ~ 
3131145/ 6. 4 










Westpac © 


Australias world bank. 


so o 















intry of 
n are MEA oiin alakod by 
eveloping-country textiles exporters. 
new regulations, which come into 
t on 10 September, increase the 
yorter’s documentation load, con- 
t with existing country-of-origin 


e US, and create uncertainty about 
e type of manufacturing processes 
hich determineor igin of imports. The 
gulations say origin will be deter- 
ied through "a substantial man- 
acturing or processing operation." 





articipants reacted strongly to filing 
of countervailing-duty petitions in 
"US against 11 textiles-exporting 
tries. News of the petitions was 
ved during the meeting and the 
mediate interpretation by delegates 
hat they were intended as a means 
pressing for lower quotas on some 
s as a condition for withdraw- 

petitions and terminating the 
igation which the US Depart- 
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ceding year, 


y movements are taken into ac- 
. There was, however, a faster- 
-aver age rise in imports from 
r developed countries and the 
aöf the MFA developing countries 
otal imports declined slightly in 













one delegate put it: 





'eloping countries or their own con- 









xtiles interests." The EEC's practice 

id policy on outward processing 
ade (OPT) or offshore. assembly is 
sidered significant for the next 
nd of MFA talks. In their statement, 
developing countries declared that 
OPT should not limit the efforts of de- 

eloping countries towards industrial 
relopment and the EAPENSION of 
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of Commerce has to undertake. 


erms and more markedly in real 
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such à provision in the MFA protocol, 
it is expected to revive the issue when 
the next round of MFA talks begins. 
The developing countries have already 
started defining their position on the 
subject and are said to be exploring 
ways of bringing OPT under greater 
Gatt supervision. 

" Developing countries at the Karachi 
meeting unanimously agreed that "the 
MFA had been used to justify measures 
which frustrated its own objective of 
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providing a temporary breathing space | 


for the necessary structural adjust- 
ment to adapt to the progressive 
liberalisation of trade." In an attempt 


: | to fight protectionist pressures, the de- 
e EEC was also alleged to have - 
ed protectionist policies, though. 
most of its member states, consump-- 
and production of textiles and , 
thing recovered during 1983. The 
dollar value of EEC imports of tex- | t 
s. and clothing from all origins de- Te 
d 2*5 in 1983 compared with the |! E 
implying some in- f < 
ase in real ter ms when relative cur- lc MS 


veloping countries also discussed an 

education plan aimed at the US and 
the. BEC. ea ^ 

The programmestresses the need "to 

educate public and political opinion in 

€ a evgorting countries regarding the 

| e the textile- ade oid 
































A ithough Thailand' s external- trade 
position .during the first six 
on has improved from the record- 
high trade deficit of 1983, the govern- 
ment is expected to continue a restric- 
tive monetary policy in force since the 
end of 1983. It aims to bring the deficit 
down before relaxing credit controls to 
permit higher economic growth. 
According to the Bank of Thailand 
(BoT — the central bank), imports dur- 
ing the first six months topped Baht 
121.5 billion (US$5.28 billion) which, 
set against Baht 83.4 billion exports, 
translate into a Baht 38.1 billion trade 
deficit. Compared to the correspond- 
ing period in 1983, the deficit repre- 
sents a 3.3% increase though it is sig- 
nificantly down from the Baht 52.1 bil- 
lion deficit recorded in the second half 
of 1983. (Imports were unusually high 
in the second half as importers rushed 
to stock up inventories, particularly 
during thelast quarter: when there was 
speculation about a devaluation. ` 
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x” sal ehara] Haq, Pakistan’s sec- 
retary for commerce and chairman of 
the Karachi wor kshop. "The [IBTC] 
will serve that purpose. There are still 
differences among exporters, but now 
we have a joint stand and will be in a 
better negotiating position." 

There was, however, a word of cau- 
tion from Arthur Dunkel, director- 
general of Gatt, for those countries 
claiming to seek an end to the MFA. 
“All trade restrictions create vested 
sectoral interests,” said Dunkel. “One 
of the most dangerous aspects of so- 
called voluntary export restraints — 
such as those sanctioned by the MFA ~- 
is their tendency to create vested in- 
terests not only in the importing coun- 
tries but also in the exporting coun- 
tries. The fact that such export-re- 
straint agreements allow producers in 


the exporting countries to capture the 


quota rents is, of course, a partial com- 
pensation for the reduced level of ex- 


“At the same time, it is no secret that 
exporters can find market-sharing 
agreements comfortable, enjoying not 
only the quota rents, but also the rela- 
tively secure shares in the importing- 
country markets, and the knowledge 
that whenever export licences are allo- 
cated on the basis of historical market 


shares, it is more difficult for new com- 


petitors to get GEM in the indus- 
d p 





On pe um cash mE 


A surprisingly Heh level of ioris 


during the January-June 1984 period 


sparked renewed concern among gov- 
ernment economic planners. Given a 
central bank directive in November 


1983 restricting banks’ imports- 
financing credit for 1984 to the 1983 
level, plus a subsequent order in 


January Hmiting total banks’ lending 
growth this year to 18%, authorities 
had hoped that imports would be 
scaled down markedly. : 
However, it appears that a large por- 
tion of this year's imports was financed 
by private overseas borrowings rather 
than by credit obtained from the local 
banking system. The half-vear's most 
striking development centres on a sub- 
stantial Baht .39,8. billion. capital in- 
flow — up a colossal 135.6% from the 
same a glee in: 1983: The amount in- 


























najor bankruptcy has. 
B sh an, and again it appears. . 
.to have 
‘being allowed to pile up huge debts 
while doing little to adapt to a sharply 
diminishing market for its main line of 
goods. Riccar, a sewing-machine 


manufacturer which dabbled in hotel . 


management, applied to:the.courts on 

23 July for protection from its cre- 
ditors, to whom it claimed to owe Y 82 
billion (US$338.14 million). But pri- 
vate credit analysts estimated the debt 
_to bein the region of Y 110 billion. 

Riccar is the fourth-largest Japanese 
company of the post-war period — and 
the fourth quoted company on the 
Tokyo stock exchange — to declare 
bankruptcy. It has chosen a method of 
bankruptcy which allows a grace 
period from creditors seeking liquida- 
tion, making it possible for the com- 
pany to be resurrected with its identity 
intact. A renowned corporate-re- 
habilitation expert, Umeo Oyama, pre- 
sident of Tsugami Corp., has been 
named to lead salvage efforts. 

The company has been suffering 
from cash-flow problems for some 
time. Its major finarftial backers, 
among them Mitsui Bank and Long- 


been the result of a company. 


Term Credit Bank of. Japa 
© to have had misgivings abot 
mounting debt as early 


a employees by 500. But thesi 


slowed down their lending to the vd | 


pany: but Riccar managed to find other 
lenders and continued to run up debt, 
much of it short-term, which it rolled 
over. All told, Riccar 


creditors and about 600. .000 consumers 
who paid deposits against delivery. 


M relations with Riccar, denying that 
it was one of Riccar's "main banks" 
main bank has connotations of respon- 
sibility. Mitsui Bank holds about 6-7", 
of Riecar's total debt and has denied it 
further loans since March, when Ric- 
car failed to deliver a satisfactory plan 
to rejuvenate its business.. The Long- 
Term Credit Bank also severed its sup- 
port at that time, as did Toho Mutual 
Life Insurance, another. creditor. 
Before fleeing to the courts for pro- 
tection, Riccar's management had dis- 
closed the outlines of a reconstruction 
plan which included the following: 
selling 100 of its 430 branch offices, 
selling its main office building in 
Ginza (reportedly worth ¥20 billion, 


owes money to 
about.50 banks, some 400 other large 


itsui Bank has been touchy About its 


ae from B raw. an maker: 8 ini 


| 4596 NE the Toa market 


into related fields such as» 





were deemed insufficient to r 
confidence of major creditors. 

Riccat’s basic difficulty wae 
ing demand for sewing m 
Japan, compounded by stiff Or 










































share eventually fell to 20% 

Further. in contrast ie its 
domestic competitors, Brother In 
tries: and Janome Sewing. Machi 
Riccar failed to divers CR 





mation equipment. Brother, 
ple, is one of Japan's I 
writer makers, while Janome F 
into the manufacture of flop 
and printers. 

Someone like Ovama, rut 
cutting costs, may be able ta: 
car, but the company will 
the reconstruction on a mi 
scale. His aim may be limite : 
havi ing Riccar retain a modes 
the sewing-machine and hou: 
appliance market, while opera 
M rd ^i dou e ue 


hotel ind mo us jis m 7" 
subsidiaries; it probably wil 
home office building and itr 
to cut its large sales force. Br 
sification into a techn: 
sophisticated area seems to be 
its resources. 
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period. 

Also swelling imports was the arriv- 
al early this year of some overseas pur- 
chase orders placed at the end of 1983. 
The Baht 121.5 billion imports repre- 
sent an 11.2% increase on the compar- 
able 1983 period. Thanks to the grow- 
ing domestic oil and gas production, oil 
imports dropped 0.3% to Baht 28.7 bil- 
lion while non-oil imports jumped 
15.1% to Baht 92.9 billion. The raw- 
and semi-raw materials sub-sector 
registered the highest rise of 18%. 

Meanwhile, the 15.2% exports 
growth during this period brings little 
jubilation to planners since they were 
expanding from a small base last year 
when exports declined in absolute 
terms by 7%. Since world commodity 
prices had remained depressed, com- 
bined export value of the eight tradi- 
tional major items rose only 10.7% de- 
spite larger increases in quantity. 


What appears encouraging though is fi 
th o growth in value of all other . 





sudden jump is attributed to relatively 
low overseas interest rates di ing that 






40% of total exports. 


forecast put export and import growth 


Outstanding 
items in this group include integrated 
circuits, canned pineapple and jewel- 
lery. Due to depressed farm commod- 
itv prices, inflation in the first half rose 
marginally and is expected to grow by 
3-4'5, in 1984, 

Given an evident downward trend in 
imports since June, it is generally ex- 
pected that overall imports will gradu- 
ally drop throughout the second half. A 
senior central banker has unofficially 
estimated that the 1984 full-vear trade 
deficit will be trimmed (from the re- 
cord Baht 89 billion in 1983) to Baht 
71-72 billion. This is based on a pro- 
jected 15% export gr owth against a 2% 
import expansion. Meanwhile, the 
Bangkok Bank — Southeast Asia's 
largest — is not as optimistic. Its latest 


at 11. TU and 2. 2 b AM RS with 
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one-third of the estimated USEL 
























an all-year deficit of Baht 77-78. 
lion. 
The huge increase in net c 
flow during the first half-ve 
from Baht 1.1 billion in the co 
ble 1983 period to Baht 14.5 b 
has contributed. favourably ti 





tion. But this trend may në 
given the upturn in U nited "Stat 
terest rates in the May-June peri 

Some senior commercial bans 
have voiced concern over the ri 
ratio of (non-bank) private-sectat 
ternal borrowings in the c 
of Thailand's overall extern: al 
the past the bulk of external 
comprised long-term governmen 
rowings. But (non-bank) privat 
tor portion now accounts for more 


















lion total external debt. 
The central bank realises the 
tial damage which interest rate 
ations may viding ont the e coun tra 
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A previously inert international trader seeks new directions 
despite the setback of a disastrous 1983 


By Christopher Wood in London 
nchcape is a name many recognise 
but few place. A London-based 

group with businesses spread, liter- 

ally, across the globe, Inchcape has its 
origins in various merchant partner- 
ships founded in the 19th century in 

India, East Africa, the Middle East and 

East Asia during the heyday of British 

imperial expansion. 

In recent years, after rapid growth in 
the 1960s and 1970s, the group has had 
to adapt to the pressures of localisation 
in developing countries, a challenge 
which has proved all the greater in 
view of its reputation for aging, fuddy- 
duddy expatriate management. Cer- 
tainly, the financial record over the 
past five years has been dismal. 

Net earnings peaked in 1980 at £35 
million (US$46.36 million) and have 
not recovered since, while in 1983 
there was an actual attributable loss 
after extraordinary items of £15.4 
million, the first ever. Now with a 


— new chairman and other changes in top 


management, Inchcape stands at à 
turning point in its more than 100- 
year-old history as an overseas trader. 

That has also been the conclusion of 
the City of London's investment com- 
munity, where the group has been the 
subject of a spate of reports by 
stockbrokers, most of whom are rec- 
ommending Inchcape on a recovery 
view. In part, this is just a matter of 
analysts concluding that the perform- 
ance simply cannot get any worse, 
especially after sweeping provisions 
made in 1983. In part, it reflects confi- 
dence that the group is now under 
more professional management. 

In January 1983 Sir David Orr, 
formerly chairman of the multina- 
tional Unilever, took over as chairman 
following the retirement of Lord In- 
chcape, the third earl, who took the 
group public in 1958 and who oversaw 
its rapid subsequent expansion when 
several overseas traders were ac- 


quired, such as the Borneo Co., Anglo- 
Thai, Gilman and Dodwell, the most 
important of which were based in the 
East Asian region. These have proved 
to be investments of some vision. As at 
the end of 1983, East Asia accounted 
for 59% of Inchcape's group assets and 
46% of gross earnings. 

Orr, a tough, no-nonsense business- 
man with a first-class management re- 
cord, retired from Unilever at the age of 
60 in line with that group's policy, evi- 
dently feeling he had a few good vears 
in business left ahead of him. Securing 
his services was an undeniable coup 
for Inchcape, not the most sexy of com- 
panies given its recent track record 
and one accustomed to family control. 

Lord Inchcape ran the group in a 
personal, autocratic manner, while at 
the same time delegating extensively 
to the overseas subsidiaries, all of 


which trade under their own names — | 


an established Inchcape policy. In re- 
cent years, however, his chairmanship 


of British shipping company P & O — à | 
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position he assumed in 1973 — has oc- 
cupied an increasing amount of his 
time. He has now been made life presi- 
dent of Inchcape and sits on the board 
as a non-executive director. 

The diverse mish-mash of businesses 
that is Inchcape — it has interests in 
more than 500 companies operating in 
some 44 countries — provides chal- 
lenge enough for any man. And Orr, 
who has neatly solved what evidently 
was a succession problem, seems 
prepared to rise to it. In this respect, 
his Unilever experience will help, 
as 15 years ago Unilever was a far 
more diverse business than it is 
today. 


p robably Orr's most publicised move 
so far was the appointment ear- 
lier this year of George Turnbull as 
group managing director, an appoint- 
ment widely seen as both imaginative 
and shrewd. Turnbull, 57, has a star 
reputation in the motor industry — en- 
joying the unusual distinction of mak- 
ing his name at the much-troubled Bri- 
tish car company, British Leyland, in 
the 1960s, before successful spells with 
Hyundai in South Korea and the na- 
tional motor-car company in pre- 
Islamic revolution Iran. He joins Inch- 
cape in September from the position of 
chairman of Talbot UK. 

Still, Inchcape's 1983 results show 
that Orr inherited some nasty prob- 
lems and the group is still far from out 
of the woods. Although there are signs 
of underlying improvement, it was the 
negatives which caught the eye, draw- 
ing attention to one of the group's most 
fundamental problems, the difficulty 
of managing so many diverse activities 
from London head office. (The corol- 
lary of this has always been one of In- 
chcape's traditional strengths — the 
large degree of autonomy.) In its main 
core business of merchanting and gen- 
eral trading alone, Inchcape sub- 
sidiaries market the products of some 
2,500 manufacturers in more than 60 
countries. Gat 

The capacity fornasty surprises — or 
as Orr put it in. an interview in In- 
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is dune; is ; clearly: considera | 
fortunately, Inchcape has : a record of 













of total losses in. 1983. (Net of tax and 
minorities and preference dividends, 
11.2 million.) 
came in the form of 
an £8 million operáting loss outo pre- 












extraordinary losses: this from a sub- 
sidiary with an annual turnoverof only 
£45 million. The sheer size of these 
losses isa Clear indictment of head.of- 
fice's failure to control local mg hage- 
ment. The Thai subsidiary had t 





jecome 
heavily overextended seHing tractors 
and trucks on credit in an ill-advised 
effort to reduce inventory built up on 
an over-confident view of the market. 

The result was that, at a time when 
Thai farmers were facing declining in- 
comes, over-generous hire-purchase 
policies were agreed, which the farm- 
ers and other customers proved unable 
to meet in light of the ensuing credit 
squeeze. Bad debts are understood to 











have been the main reason for the mas- _ 


sive loss rather than inventory 


writedowns. What is more, Inchcape | 


owned 50% of the hire-purchase com- 
pany involved, but was responsible for 
100% of its debts. Even worse, the Thai 
losses were not offsettable against tax. 
This is the main reason for a crippling 
1983 tax charge of £37 million, out of 
pre-tax profits of £53 million. : 


Asked about Thai Motors — T. | 
chcape is now in the process of selling 


the business — Orr admitted that “we 
should have spotted it," adding that 
more rigorous controls have since been 
introduced. This is not the first time 
the group has suffered such a disaster. 
In the late 1970s, Inchcape sold a 
Dutch commodity-trading company, 
Harborn, after it suffered another 
large loss. In the 1977 and 1978 ac- 
counts, pre-tax profits were reduced 

| by £6.5 million and £17.9 million re- 

| spectively to cover the Harborn loss. 

| That particular debacle stemmed 
from the fact that no one in head office 


in London knew anything about com- , 


modity trading and therefore was not 
in any position to control what was 
going on. Said one director: "We didn't 
have the expertise to monitor that." 
Lord Inchcape himself told a London 
newspaper nearer the time: "We broke 
our usual rule of not going into a new 
country with a business." Now that 
traditional policy has been re-asserted 
— the company enters new businesses 
only in countries and regions in which 
it already is established or, alterna- 
tively, sets up in a‘new country only 
with a traditional Inéhcape business. 
In the 1983 accounts: Inchcape's pre- 
| tax e areas usual broken down 





such disasters. in d 1983 accounts the | 


tax profits and a further £22 million in. 


fits but 43% of turnover. Other 
tures were insurance, with 8% of gross 
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pre-tax profits, saw it 
fallito 2075, in the main 
Thai loss. 






I5. Herm of activity, general mer- 
chanting remains dominant, con- 
tributing 4556 
42% of turnover, whereas the motor 
interests contributed only 975 of ues | 
^ fea- 





earnings (496. previously) and marine 
interests with 11% of profits (2% pre- 
viously), But, perhaps most notewor- 


| thy was the 12% of gross profits stem- 


ming from the group's tea interests on 


only 1%-of turnover, reflecting the | 
| buoyant tea price. This contribution i is 


expected to continue this year. 
Other features of the 1983 accounts 


| include a £43 million writedown of the 
group's Hongkong properties, taken a 


year earlier than necessary. This, to- 
gether with the Thai 'extraordinary 
provision, caused Shareholders' funds 
to fall by some £68 million to £356 mil- 
lion. However; the financial position is 
not too onerous, with net borrowings 
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These amounts are guaranteed to be paid out in one 
lottery (during half à year). 





o Oniy 600000 tickets. to sell - no more 
9 291650 of these are guaranteed to win 
e Neary. every Seco ticket yields ; a 


. You too can be one. of the: winners next | 






23% of pre- 


of pre-tax profits and | 
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The (P iden of this type i in Europe g gives youan. 
attractive opportunity to win. Never before were your ch: 
^. $0 good to win one million or two. - 


| of dividend payout despite 
s top per- 
formier, Southeast Asia (primarily Ma- 
laysia and Singapore), with 32% of | 
ntribution 
ült of the 


' vidend, even if — as had been the c 













stantial fall in earnings: 


share since 1980 deoe l tk 
earnings per share from 43. 
to 13.2p in 1983. This po 
change under the new cl 
in Lord'Inchcape's final years | 
.was a general wish not to-cut th 
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to. puts this at t just L. 6% mn 
capital employed of nearly £5 
lion. Likewise, the pre-tax return 
sales of £1.74 billion was just i 
There is no doubt that improv 
this area is the key to Inchcape's. 

performance, a fact clearly | 
ipreciated by Orr. | ; 

Previously, it has beer 
look at returns in terms of 
That has now changed. 
attention also is being € 
reducing the excessive tax 
large part the consequence 
ing in so many countries. In 
instance, earnings are taxe 8i 
while the ‘group also has a p 
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Lord Inchcape; Orr: 








The old order changeth.. . 


nlike some other companies 

whose origins go back to British 
mercantile expansion of the last cen- 
tury, Inchcape has not been a believer 
in preserving family control. When he 
took the group public in 1958, Lord 
Inchcape, the third earl — or "Lord I" 
as he is known throughout the group 
— sold 25% of the equity. With the 
tremendous acquisition programme 
since, most of it financed through 
share deals, the family stake has 
come down to just 10%. There are 


with paying unrelieved advance cor- 
poration tax in Britain. 

Another feature of the 1983 report 
and accounts was Orr's chairman's 
statement, which marked a deliberate 
effort to spell out exactly where he sees 
the group heading. This stems from a 
growing appreciation within Inchcape 
that its amorphous image — many see 
it as a rag-bag of interests — is viewed 
increasingly as a liability rather than 
an asset. 

And though Inchcape is far from 
adopting the corporate-culture gim- 
mickry now in vogue with American 
corporations (Orr states dryly: "Weare 
not high-profile people around here") 
itis clearthat the problem of identity is 
being addressed. Orr told the REVIEW: 
"We are trying to get our image a little 
clearer." 

Hence Orr's attempt to define the 
fundamentals of Inchcape's business, 
identifying two main functions: first as 
a professional distributor, marketer 
and seller of the products and 
technologies of principals and second, 
as a skilled provider of specialist ser- 
vices. The former is the core activity, 
primarily general trading and motor 
distribution. It also, however, repre- 
sents high-turnover business in which 
margins are becoming increasingly 
thin and where Inchcape faces all the 


no other significant block holdings. 

Now with the appointment of Sir 
David Orr, Inchcape is under the 
leadership of a meritocrat. The son of 
a Protestant clergyman in Dublin, 
who picked up a Military Cross dur- 
ing the Burma campaign, he rose 
through the ranks of Unilever to be- 
come chairman in 1974. But family 
links are not completely severed, as 
Lord Inchcape's eldest son, Viscount 
Glenapp, still works in the group, cur- 
rently in London. — CHRISTOPHER WOOD 


problems of localisation, such as the 
move towards bumiputra ownership in 
Malaysia. 

This explains Orr's stress on the 
development of specialist services. In 
his statement, he listed several priority 
areas: insurance broking; marine ac- 
tivities (the group specialises in pro- 
viding port-consultancy services and 
also operates one of the largest ship- 
ping-agency networks in the world); 
aviation (Inchcape has a joint venture 
with Bell Helicopter while also servic- 
ing helicopters and fixed-wing air- 
craft); liquor distribution, and office 
automation and technology. 


n an interesting departure and the 
first major acquisition made by Orr, 
Inchcape recently diversified into the 
business of international cargo inspec- 
tion and testing — a logical link-up 
with its other marine activities. This 


^ came through the acquisition in 


January of the trades services division 
of the Transcontinental Group for 
£36.3 million in cash. 

This division, now known within In- 
chcape as Specialist Services Interna- 
tional (SSI) groups four main ac- 
tivities. First is cargo inspection 
through the Caleb Brett Group, the 
leading crude-oil cargo inspector; In- 
chcape hopes its own geographical 
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while Caleb Brett is strong in areas in 
which the group is not already repre- 
sented. 

Second is loss adjusting, a natural 
adjunct to Inchcapé's insurance in- 
terests. Third is non-destructive test- 
ing (of minerals and chemicals), in 
which the group already has interests 
through two companies: Labtest in 
Hongkong and Analabs in Australia. 
And fourth is shipping agencies 
through the Gellatly Hankey group of 
companies, linking up with Inchcape's 
already exténsive interests in this area. 
Inchcape reckons that, as a group, it 
has the largest interest in shipping 
agencies in the world. The trade ser- 
vices division in the year ended 31 
March 1983 made £4.3 million on net 
assets of £12.8 million. Most of In- 
chcape's many acquisitions tradition- 
ally were financed by paper, reflecting 
its once glamorous stockmarket image 
sa, the. Transcontinental purchase 
marks a departure, 


he other main feature of Orr's 

chairmanship so far, other than 
management changes, has been the 
sale of businesses which were periphe- 
ral to the group's core activities — for 
example the sales in July and August 
1982 of the group's 40% stake in Ocean 
Inchcape to the other main share- 
holder, Ocean Transport and Trading, 
for less than £4 million and the sale of 
Gray Dawes Bank, a small London 
merchant bank, for £12 million. 

Orr said: "We were sorry to do that 
as it was one of the original Inchcape 
companies. It was a nice little business, 
but as a group we do not have banking 
expertise so as far as we were con- 
cerned there were better uses for the 
£12 million." But, whatever the logic, 
the sale of an original Inchcape com- 
pany does indicate a change of man- 
agement style at the top. One analyst 
who follows the group closely said: 
“That is something [Lord] Inchcape 
would never have done. It’s indicative 
of the changed environment.” 

One recent divestment on which the 
group looked less sanguinely — it was 
forced upon it — was the sale in Oc- 
tober 1982 by Inchcape Bhd, the 63%- 
owned Southeast Asian public vehicle, 
of its Toyota franchise business in Ma- 
laysia. It is now argued by the group, 
albeit with the benefit of hindsight, 
that the loss is less severe than first 
thought because of the Malaysian Gov- 
ernment's plans to build its own na- 
tional car. 

Under current official projections, 
this will produce for at least 60% of the 
small-car market with importers likely 
to face stiff quotas to keep their models 
out. As a result, Inchcape argues that 
the S$100 millióm (US$46.7 million) it 
says it received for the franchise sale 
was a windfall which now can be put to 
more profitable use. 

Other than divestment, changing top 
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d for the forcefulr 
e. The news prompted a rally in 
cape's share price, which is not 
prising given Turnbull's record. His 


the Inchcape board, which has 
ded to be the preserve of career 
e-servers who, as one observer put 
t, had grown old with Lord Inchcape. 
-ommented one analyst: “There were 
not any directors under 60. It was a 
very aging board." 
Turnbull’s appointment — he will 
ake up his new position on 1 Sep- 
mber — also was the main reason be- 
lind the resignation in December of 
y Davies, a senior executive director 
responsibility for the Southeast 
a sector but based in London. 
s. and Orr, both strong-willed in- 
duals with ideas of their own, dis- 
d on future management policy. 
, Davies aspired to Foxon's 
his not being considered for it 
| main reason for his abrupt de- 
ire. Still, the Thai Motor fiasco 
ies entered Inchcape through the 
Thai group), could hardly have 
ed his case. 


















rr has made other appointments to 
form his own team around him. 
nost important of these is the re- 
tment of Hugh Stacey Ellis, 43, 
ner managing director of Haw Par 
Singapore, as the London-based 
'utive director with responsibility 
Southeast Asia and for Caldbeck 
gregor, a liquor business which 
rs the whole East Asian region, in- 
ing Hongkong and Japan. Ellis 
represents new blood in terms of 
ape management and he sees the 
coming under more centralised 
olas it moves away from the trad- 
1 Inchcape-family style of giving 
jaries a large degree of au- 
my. Ellis argued in an interview 
‘the fairly loose federation that 
sted [in Inchcape] is no longer ap- 
priate in today's climate.” 
Whether all the senior echelons of 
renched Inchcape management 
ould agree to this proposition is 
erhaps. questionable. But consolida- 
nis needed if the tremendous diver- 
sity of businessés acquired by Lord In- 
cape is not to deteriorate into a de- 
ying colonial rump. 

perationally, Inchcape divides it- 
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ie cases by occupation. Caldbeck 
cgregor and Dodwell, for example, 
me under their own separate SBU. 
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fice has be by half to abou 
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val, as with Orr, marks a departure | 











into what it calls strategic business - 


p as SBUs. These SBUs, of which - 
are 21, are divided by region or in . 


| detailed survey of Inchcape's activities. 

3BU comes under a sector direct- | 
ased in London, of whom there are. 
: head . 
4 Fe 0 d t 







Inchca 


By James Clad in Kuala Lumpur 
fter selling 95% of its Malaysian 
subsidiaries last year (REVIEW, 15 

Dec. '83) to. à bumiputra entity con- 

nected to Tunku  Shahabuddin 

Burhanuddin, Inchcape looked set to 

capitalise on its new partner's business 

Anfluence. The Negri Sembilan royal 

family, of which Shahabuddin is a 

member, is one of Malaysia's most 

commercially active, with majority 
control of the publicly quoted Sakweh 

Holdings Group and significant. in- 

terests in the oil-servicing business. 

Through its belated restructuring in 
line with Malaysia s New Economic 

Policy, Inchcape hoped to turn around 

a declining presence in the Malaysian 














WHERE THE MONEY 
COMES FROM 





































by Orr.) Figures from the various divi- 
sions come through monthly to head 
office and an analysis is then drawn up 
for directórs to study. | 
Main statistical parameters are pre- 
tax earnings, margins (more important 
than turnover), working capital, net | 
financing and overhead costs. With the 
Thai disaster, Orr has demanded 
added scrutiny in assessing working 
capital and margins. The other form of 
monitoring is extensive travelling by 
executives, necessary given the geo- 
graphical spread of activities. Orr him- - 
self has spent about 2076 of his time 
travelling since assuming the chair- 
manship. COME 
In terms of its actual businesses, a 

































would need to be encompassed in an 
encyclopaedia rather than an article. 
The Hongkong activities are of in- 







t. as. the 











pe's Malaysian interests should be powerful 
but there is little sign of an awakening I 
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Hongkong is the Dodwell buying of-. 
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motor market. Some in the company 
even saw an outside chance of winning 
a distributorship for the made-in-Ma- 
laysia car, scheduled to come off the 
assembly lines in 1985 (REVIEW, 5 Jan.). 

But matters have.not worked out 
quite as. planned. Sources familiar 
with management in the restructured 
entity, Kumpulan Inchcape, told the 
REVIEW that the bumiputra interest — 
Shahabuddin's Mewah Holdings has a 
40% stake and Inchcape Bhd 60% — 
has not been particularly active in pro- 
moting the group's business prospects. 

Meanwhile, its agricultural and au- 
tomative business has taken a ham- 
in East Malaysia especially. 





F Inchcape as a whole. Inchcape has 
|| been hardest hit by the Hongkong 


Government's successful policy of re- 
ducing vehicle sales through sharply 
higher taxation. Still, Inchcape rec- 
kons it remains the leader in the 
motor industry in the territory, with 
the. lucrative Toyota. franchise — 
which is the market leader asis also the 
case in Singapore and Brunei — as well 


as Mazda, Jaguar. and Rolls-Royce. 


Otherwise, economic activity has been 
gradually improving, helping general 
trading activities. ^ 

One Asia-wide activity centred on 


operation was around HK$2.9 billion 
(US$371.8 million). 

Overall in the Far East sector, the 
group estimates that Dodwell (general 
merchants, shipping agents and insur- 
ance agents) contributes around one- 
third of profits and Inchcape Hong- 
kong, comprising basically Gibb 
Livingstone (general merchants and 
insurance agents),. Gilman (general 
agents, insurance agents and shipping 
agents) and the various motor busi- 
nesses, two-thirds | | 







are anxious toas- 
in the politically 

— citing, for 
ontinuing expan- 
ince. The group's 
ing functions. 
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And though the loss in.1982 of its 
Toyota franchise to United. Motor 
Works may have turned out, in reces- 
sionary conditions, to have proved a 
blessing in disguise, it has since lost 
another franchise (Land Rover) while 
its acquisition in 1983 of Pacific Truck 
and Trailer (a Vancouver-based manu- 
facturer of heavy logging trucks) may 
have bcen ill-timed. Both the timber 
industry and publicly funded civil- 
construction works remain in the dol- 
drums, as well as much of the heavy- 
machinery business. 

In the longer term, Inchcape's pro- 
fitability in Malaysia depends most of 
all on a turnaround in demand for in- 
dustrial and agricultural vehicles and 
more immediate reduction of the 
group's gearing (interest charges in 
1983 amounted to S$26.5 million 
[US$12.4 million] compared to pre-tax 
profits of just S$40.7 million). This in 
part depends on disposing of a valu- 
able plot of urban land in Kuala Lum- 


through its headquarters, Elizabeth 
House, which, contrary to rumours, is 
no longer for sale, having been with- 
drawn from the market, which seems 
sensible given depressed conditions. 

Also, housing its many businesses 
under one roof has the merit of erod- 
ing Inchcape's amorphous image in 
the territory. As a group entity, as 
opposed to a series of trading names, 
it remains virtually invisible in Hong- 
kong, in contrast to Singapore and Ma- 
laysia. 


hina trade also is an established and 

growing Inchcape business and 
the group estimates its total turnover 
this year will be as much as US$100 
million, split 40% in exports from 
China and 60% in sales to China. Many 
Inchcape companies were founded in 
China Gilman, Dodwell and 
Caldbeck Macgregor, for example — 
and there are now 14 group companies 
operating in that country, while at any 
one time Inchcape has around 60 peo- 
ple based there. 

Stressing its historical links with 
China trading, Inchcape also likes to 
point out that it continued to do busi- 
ness after the communist takeover in 
1949, when many other companies 
rushed out. Inchcape companies also 
now have representative offices in 
Peking, Shanghai, Canton and Shen- 
zhen, while there is a joint venture 
with the Chinese running a passenger 
and freight- 
transport bus 
company in 
Guangdong. 

Inchcape, 
which is now 
coordinating its 
inter-company 
China activities 
to a far greater 
extent than in 


Profit before tax 
Profit after tax 


"Profit attributable to 
"^ Inchcape ple 
i Earnings per share 
. Dividend per share 


AY aoe 


pur's choice Jalan Ampang area. The 
price asked — M$450 a ft? — should at- 
tract buyers, despite the city's current 
oversupply of office space. 

Stockmarket interest in the Singa- 
pore holding company Inchcape Bhd, 
quoted in both Singapore-and Kuala 
Lumpur, has been slack after its Ma- 
laysian restructuring. After a M$3.50 
high earlier this year, the counter has 
drifted as low as M$2.79 and closed at 
M$2.96 on 27 July. 

That said, the immediate effects of 
the Malaysian restructuring seem to 
have nudged up group profits for 1983 
and forecast profits for 1984 are put at 
S$44 million. Longer-term benefits 


N 

, ? ee 
/ Í "a A aw wot 
E “St L. 3 rT 


On the road in Peking: Inchcape has a share. 


the past, targets sales of technology, 
electronics and defence equipment as 
key growth areas. Currently, the trade 
consists primarily of selling vehicles — 
there is a Toyota franchise for light 
vans (the Chinese are not allowed to 
import passenger cars so make do with 
the next-best thing) — and business 
machines in China and, in return, buy- 
ing hardware and textiles. 

At present, Hongkong dominates the 
Far East SBU, with Japan, represented 
by Dodwell which acts as a general 
merchant, shipping and insurance 
agent there, only contributing around 
7% of earnings. Caldbeck also operates 
in Japan, where both it and Dodwell 
face the endemic problem in that coun- 
try of trying to sell foreign consumer 
products, despite such prestige names 
as Johnny Walker Black Label whisky 
— for which Caldbeck has the regional 


THE PROFITS PICTURE 


| Yearended: [31.3.75 [31.3.77 | 31.12.81 | 31.12.82 | 31.12.83 





are still discérnable — despite fero- 
cious competition in the heavy-vehi- 
cles sector and weak demand for 
Inchcape's Orchard Motors line-up, 
which includes Bedford Vehicles. At 
the Malaysian end, it is known that 
Kumpulan Inchcape will seek its own 
listing on the Kuala Lumpur exchange 
in 1986. 

Singapore-based Inchcape mana- 
gers are believed to be proceeding with 
plans to direct further investment into 
carefully selected strands of theii 
once-flourishing distributorship busi- 
ness. If these bear fruit, Inchcape may 
be close to turning the corner in Malay- 


sia. ü 








franchise. Japan accounts for about 
4095 of Caldbeck's total turnover. In 
1983 the company, which has only re- 
cently been formed into a separate 
SBU, made profits of around £5 mil- 
lion. 


|: Southeast Asia, Inchcape Bhd 
suffered difficult trading conditions 
with overall earnings down by more 
than one-third; a factor in this was the 
loss of the Tovota franchise. Profi 
after tax was S$25.6 million in 1983 
(S$29.3 million in 1982). The motor 
trade, including associates, provided 
9.5% of earnings compared with 19.9% 
in 1982. Looking ahead, Inchcape 
seems happy with its Malaysian 
partners both in Inchcape Bhd and 
Timuran Holdings, in which it holds à 
49% stake, confident in the case of 
both that, in the words of one senior di- 
rector, it is on the "inside track.’ 
tainly, Timuran's bumiputra status al- 
lows for further strategic investments 
in Malaysia. 

Inchcape's liquor interests are nof 
confined to East Asia. The groups 
10095,-0wned Middle East subsidiary 
Gray Mackenzie, also is active in that 
market. Sensitivity on this score ex- 
plains why the wine and spirits con- 
tribution is not broken down in the 
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“Inchcape went public offering 
of equity to public. | 

966: Merged with the Borneo Co., 
ubling the size of the group while di- 
rsifying Inchcape into East Asian re- 
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lion at current exchange rates) to £6 

million. 

9968: Acquired Gilman & Co., one of 

the oldest established businesses in 

Hongkong. 

/.. 1970: Acquired Bewac Motor Corp. 

in Nigeria. 

72: Acquired Dodwell and Co., a 

long-established trading company 
ing in Hongkong and Japan. 

capital increased from £22 mil- 

£24 million. 







up accounts. However, the key ac- 


ty in the Middle East is Gray Mac- 


vices contract in Jeddah, Saudi 
bia, which in July 1982 was ex- 
ded for another three years. How- 
r,at the end of 1982, Gray Macken- 
lost all its shipping-agency opera- 
ons at Iran's ports when these were 
ken over by wholly owned Iranian 
erns, ending a 120-year-old busi- 
iss in that country. 

ill, earnings from the Middle East 
se modestly in 1983. Results this year 
ill depend on the effect of the Iran- 
q war on shipping movements in the 
If and, more generally, on the de- 
e to which reduced oil revenues will 
in a cutback in spending by the 
If states. 

ne area which looks set for another 
d year is India and Bangladesh, 
nks to the rising tea price; analysts 
ok for an £8 million or so profit, in 


e with that of 1983. The 74%-owned 
isam Co: made a record profit thanks 
47o increase in the crop and higher 
‘prices. This in part reflects in- 
eased consumption of tea within 
dia, a trend which, it is thought, will 
continue. Inchcape also has an interest 
à tea estate in Kenya, which was one 
ason for Africa contributing a posi- 
re 2% to group pre-tax earnings. 

e new area of group expansion in 
ea 


























1 Liverpool-based empire of 
son from Lloyds Bank. 
I) in an £11.8 million 
thereby acquiring motor 
g businesses in Columbia, 
and Chile. 
lfour Williamson, so 

















on and motor business. Share capital | 
'reased from £4 million (US$5.3 mil- 







quired British-based Mann 


e's shipping services in the Gulf - 
the profitable port-management - 


has been South America. 
cheape bought the remains | 


| biyo 





1975: Acquired Anglo-Thai Corp. 
with substantial trading operations in 
East Asia plus liquor distribution. 
Share capital increased from £40 mil- 
lion to £60 million. | 

1976: Acquired remaining 75% not 









issue of 4.9 million shares. 

1978: Acquired Toyota (GB). 

1979: Acquired Marshall Interna- 
tional Trading Inc. of the United 
States. 

1980: Successful offer for share cap- 
ital of Assam Investments, which holds 
74 75 -0wned tea-estate subsidiary. 

1981: Acquired Balfour Williamson 
group of companies in South America 
by issue of 2.8 million shares. 

1983: Acquired Specialist Services 
International, formerly the trade ser- 























































Group for £36.3 million in cash. 






it a "disastrous acquisition" as the 


group has come up against the prob- 
lems common to that continent: high 


say it will be turned around, as the 
businesses involved are in the tradi- 


| tional Inchcape line. Others wonder 


why Inchcape did not ask itself why 
the bank was so eager a seller. LBI first 
offered the companies to Inchcape in 

| the early 1970s, which at that time was 
put off by the prevailing political tur- 
moil. | 


ut Inchcape's strongest growth area 

w in recent years has been its home 
base, Britain, reflecting the economic 
upturn there. It accounted for 23% of 
pre-tax profits in 1983 and analysts rec- 
kon there is further earnings growth 
to follow through the 100%-owned 
motor-trading business, Mann Egger- 
ton, and the local Tovota franchise. 
However, Bain Dawes, wholly owned 
and one of the largest of the unquoted 
Lloyds insurance brokers, faced tough 
competitive conditions common to 
that industry. - 

Still, it has remained untarnished by 
the various scandals to have come out 
of Lloyds in recent years and insurance 
broking, a cash-rich business, is 
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already held of Bain Dawes Group by 


vices division of the Transcontinental 


inflation and soft currencies. Directors . 










| ever, given a. tur 
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er growth ahead. One of the 
more bullish forecasts earnings àp- 
proaching £90 million for 1985. The 
tax charge is expected to fall below 
90% after 1985, compared with nearly 
70% in 1983. 

The view is that Inchcape has turned 
the corner. The exact progress clearly 
hangs on a continued revovery in 
world trade. Otherwise, bulls cite the 
greater allocation of group resources 
to core businesses combined with the 
disposals of fringe ones, the changes in 
top management, rising demand for 
consumer products in East Asia and 
correspondingly, strong demand for 
East Asian goods in Western countries, 
the potential for geographical diver- 
sification. of Gray Mackenzie, for 
example in South America and China, 
the synergy of the SSI acquisition and 
the potential for expansion. in the 





group's insurance-broking, aviation. 
and office-technology interests. 


But the group will have to meet the 
pressures of localisation, coming to 
terms with those who do not see why 
expatriates should enjoy control of 
lucrative trading agencies in their 
countries. - | mE 

There are many who would echo the 
criticism made by one Inchcape em- 
ployeein Asia who described the group 
as a "bunch of well-paid expats on top 
of a structure with very little mobility. 
People spend their life in Inchcape be- 
fore retiring aged 55." That is a recipe 
which seems guaranteed to frustrate 
the more ambitious, be they local or 
expatriate. Orr himself is clearly an- 
xious to dispel this unfortunate image, 
citing a just-introduced share-option 
scheme. 

If Orr's strategy of diversifying away 
from "selling nuts to natives" is suc- 


_ cessful — and it is far too early to draw 


any conclusions — then Inchcape still 
has great growth potential. 

Whatever the group's fate, it seems 
most unlikely that, for now at least, it 
will fall victim to the perennial take- 
over rumours that intermittently rage 
in London, causing brief flurries in the 
share price. That is for the very simple 
reason that no one would be prepared 
to take on such a mish-mash, whatever 


the discount to assets. Inchcape is now 


trading at around £3, against a net 
asset value per share of around £4.20 
and a high back in 1980 of £5.05. How- 
, Biv turnaround and proof of 
ess, that rating could 


































The Royal Bank's global net- 
work is far more than just — 
a network of places. It's a 
network of people. Experi- 
enced people with the skills, 
expertise and local knowl- 
edge that bring mature 
judgement and high quality 
of thought to your needs. 
. Working across all 24 time 
zones, it's as if the Royal 
Bank crams 576 thinking — 
hours into every day. 
Each of our area head- 
quarters is staffed by 
experienced banking special- 
ists with a high degree of 
autonomy, which means - 
you're closer to our key deci- 
sion makers. You get the kind 
of responsiveness you need 
when speed is important. 


IN TERNATIONAL 
MONEY MARKETS 


We have firmly estab- 
lished ourselves through our 
Canadian and overseas 
trading centres as one of the 


ASSETS; US $66. bili ion, NETWORK: 1500 branches worldwide, operating units in almost 5C countries and more than 
5000 correspondent relationships. 
IN ASIA PACIFIC: Hong Kong, Tokyo, Beijing, Singapore, Bangkok. Sydney. Seoul, Rapel. 









world's leaders in foreign 
exchange markets, not only 
in Canadian dollars, but all 
major currencies. 


MERCHANT BANKING. - 


As one of the world's lead- 
ing merchant banks, Orion — 
Royal Banks : A oe youp proven T 






















world, Tirovide t ne crea "pad 
trade finance packag: ges an 
the foreign market intel i 
gence you need to de 
distant markets accessible 
and ambitious goals 
attainable. 

Give us the challenge. 
We'll use our minds imagi- 
natively; our global network 
effectively; and your time 
more productively. 
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n 1orities are for the most part. impo- | announced pull 
AG tent - — all mouth and no bite. : with its. deposit re 
"m ‘However, when it comes to exploit- | terest — just before ICH's 
: ing current political uncertainty in |. end. | 
| Hongkong via stockmarket manipu- |. One point is clear from discussion 
|] lation, feelings are more sensitive. It | with those active in Bong kong sin 
< is for this reason, Shroff surmises, | vestment community. s matte 
` that the controversy surrounding: the | has put t the credibilit y oh the office c 
| International City Holdings (ICH)/ | the Commissior r Securities o 
f Bright City. Gardens. deal, or| the line. For, d r rhetori 
ene IEW, 26 ani refuses d abou 





























| was predictable.i in its | 
. blandness, the official : 


may be pending 
«T "Could “this. mean that ‘the: àu-| n 
a thorities will actually investigate - oe | 
despite he obvious political se 1S iv- i 
3 jat by any standar 





L "türnover of the shares. They.: are. now Mi placen i 
tronics - concern Atlas. 


back where they started. ndustri 
The only real precedent. in Hong- | HK$6. 80 raising: HK$14 0.8 millic 
„trading. bek 


-kong for an official examination of | 
.. alleged insider trading was the tribu- HK$2. 50. Even by Hongkong's e 
treme #tandardi, IRAE is CON mot 


| nal appointed to look into trading in. 
|. Hutchison Whampoa shares prior to 
the buy-in. xd Caen. Kong. That of 'eally 

d to me n | T 




















turn to the land 





marcus; rminpprne rice Tarmers: a pleage. Tr E l 





hilippines shifts development priorities back towards 
ilture and tightens belts a further few notches 


se Galang in Manila 


ng stumbled in recent years in 
bid to re-orient its economy to- 
industry, the Philippines has 
its development emphasis back 


culture. This shift is underlined 
ust-announced budget for 1985, 

also seeks to correct the coun-- 
arlier agriculture-based deve- 


it tack by taking steps to boost 
HV 


importantly, the 1985 budget 
belt-tightening : 
various gr Oups - — both in gov- 
it and the private sector. As. 
ed, the 1985 budget amounts to: 
billion (US$3.74 billion), anin- 
-4% from the current year's. 


es further 






xpenditures by P10.2 billion. 
, though 32.5% bigger than the. 
year's expected shortfall, will 
er than the targeted ratio of | 
"that year's gross national pro- 
judgel Minister Manuel Alba 


e REVIEW shortly before the 


was presented to the legislative 
3g Pambansa. 

irt of its commitments accom- 
7 financial assistance from the 
tional Monetary Fund, the 


ines must keep its budget def- | 
1.5% of GNP this year and to 

1 1985. The current Philippine 
ie problems — to which solu- 
e being wor ked out by the gov- 


tof 





intent not to ents new da 
uring the budget period, total’ A 
's are expected to fall below | 


E Marcos orden the Central Bank of the Philip 


—— 

















institutions and most of the country’ S 
trading partners —— have resulted in 
consistent deficits in government fi- 
nances. In 1982, the shortfall was 4.3% 
of GNP; in 1983 itcameto2.695. 
The economic-recovery programme 
that is being worked out is hinged on 


an IMF standby credit of 615 million | 


special drawing rights (US$646 mil- 
lion). A key component of the pro- 
gramme is the rescheduling of more 


than US$9 billion of the country’s total | of y 


foreign debts of US$25.6 billion. Also, 





the Manila goverriment is seeking new - 
loans of US$3.3 billion, to be shared | 
equally by international lending in- 
stitutions and the country's major 
E f ¿trading partners, on the one hand, and E 
hi [dt more than 400° commercial-bank 


| creditors on the other. 


| BANKING. 






-to bail out aling Banco Filipino 


Te simmering jitters that yöčked 
the Philippine banking community 
in the week of 23 July — mainly follow- 
ing the calling of a bank holiday by the 
country's largest savings bank, Banco 
Filipino — subsided following the 
bank's re-opening after getting fresh 


financial assistance from the govern- 


ment. i 
The Central Bank of the Philippines, 


. which earlier had refused to extend 
more emergency loans to the savings | 
bank (REVIEW, 2 Aug. n shelled out an, | 
estimated P: x (US million) |. 


bil 













The" lippi le 
developmen strategy i 
based on. an 
scheme that was not sustained because 





of a weak domestic market that was. 
blamed mainly on poor productivity in. 
the agricultural sector and inefficien-- 


cies of certain local industries: These 
factors were further exacerbated byan 


overvalued currency, which encour- 


aged imports. 


In his message 4g the legislature 


coinciding with the budget presenta- 
tion, Marcos said the ‘government ^ will 
have to live within ¢ our means to begin 


| a new momentum." He pointed out 


seven programmes that will get prio- 

rity during the budget period: agricul- 

tural and food productivi ty, indus 

productivity, livelihood | progr 
al d pic M inf 







after instr diction from Pres dé jt Fer- 
dinarid Marcos for. such aid. Banco 
Filipino, which had some 3.7 million 
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vės’ early: economic- 
in the 1950s was. 
import-substitution 






















depositors nationwide before the bank 


holiday from 23 July, had been þe- 
sieged by demands for withdrawals of 
deposits and had to seek central bank 


assistance © because. it did not have. 


enough cash to service these. demands. 
Most of the bank's assets are in prop- 
erty -development. projects. 










August to t 1 
f hei 


The bank 6 opened its s doors on t 





billion will be for payment of interest. 
The Philippines expects to pay. some 
US$500 million of its total debt servic- 
ing to foreign creditors in 1985. 

The ratio of revenues to GNP is pro- 
jected at about 10.3%, which indicates 


a less aggressive fiscal stance" com- - 


wy tS 


pared to the ratio of 10.7% in the cur- 
rent year, according to Marcos’ mes- 
sage. 

^ Economie services will get close to 


31% of the 1985 budget. Theshareis an _ 


expansion from the current year’s 









the World Bank. The esti- 
ed 1 million quick-disburs- 
ing faci 


rural agricultural production, particu- 








ment the freeing-up of sugar and 
coconut industries in terms of market- 
ing and pricing. The two sectors are the 


ence is expected to leave some perma- - 


nent damage not only to the bank but 
to the banking system as a whole. 


Banco Filipino re-opened under the | 
management of a central bank-ap- ` 


pointed conservator, Basilio Estanis- 
lao, who is president of the govern- 
ment's Land Bank and of the Bankers 
Association of the Philippines. He is 
under orders to seek ways of making 
the bank stable again, though the cen- 
tral bank has maintained its earlier po- 
sition that Banco Filipino has to sell 
out to a new group. 

Central bank governor Jose Fernan- 
dez had charged, too, that Banco 
Filipino officials had received more 


emergency assistance than the bank 


actually gave out during the rash of 
withdrawals. The recent run on. the 
bank, however, 
groups that had earlier expressed in- 





also Me i P15. 99 anus e to 
service debts. Of that amount, P11.5 . 


Of the amount allotted for eco- : 
Poor: agriculture and xx 


cd imme currently mm dis- | 

y is expected to coincide with | 
a revamp of financing schemes for. 
i the areas of rice and hybrid 


n, while the World Bank is also ex- | 
pected to negotiate with the govern- - 


could discourage 


sits if their capital bases” 





















i Education, nan 







manpower development |j 8 »8| 10,719 


"Health. nutrition. and 








hogan 











population control 
Social security, labour 

and employment 1,749 
Housing. RST 





Other social services B13 





Defence 


General public services. < 
General services 
Publicorderandsafety — 
General research ^: 
Development aid 






Debt service 


TE traditional export EEE E 


of the Philippines, but such a revamp is 
expected to have political ramifica- 


tions as well, as the two indivi- 


duals who control these industries are 
close büsinéss associates of the pre- 
sident. 

Marcos, in his. budget | message, 
pledged. new technologies. and the use 
of domestic resources for the produc- 
tion of fertilisers and animal feed. He 
said the budget also will support a self- 
sufficiency programme for such basic 
commodities as rice, sugar, coconut oil 
and fish. 
wil be mainly on farm-to-m ke 
roads, irrigation systems,. : | 
waterworks, airports, ports and trans- 








portation and communiçation lines. 4 





On sarees sales the Scented «bani: at 
the height of the controversy over 
Banco Filipino, forbade savings banks 





from accepting | 
were lower 
than P250 million- Although -this 
should give depositors more confi- 
dence in the system, it is also expected 
to trim savings banks’ business vol- 
ume. 

It remains to be seen whether the i in- 
jection of new funds will finally suc- 
ceed in soothing. frayed nerves in the 
country, which currently is facing its 
worst economic crisis since World War 
IL Despite assurances from monetary 
officials. that, the. banking system is 
sound, there remain visible signs that 
people are keeping: their money out of 

j nce. the. e rrent 10% 
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ly Paul Ensor in Seoul 

*he South Korean Government has 
adopted a set of measures intended 
ò aid the country's ailing overseas- 
onstruction industry, which is suffer- 
ng from the effects of a slump in its 
main Middle Eastern market. Con- 
struction companies are to be given ac- 
cess to expanded financing facilities 
while established leaders in the indus- 
ry will be encouraged to absorb small- 
er rivals. 
Up to Won 80 billion (US$99.4 mil- 
ion) will be made available from the 
tate-owned Export-Import Bank, 
oosting the companies’ borrowing 
pabilities. In addition, they will be 
allowed to raise more funds offshore. 
Under new rules, the ceiling on funds 
ed overseas has been increased 
om 30% to 50% of the value of a com- 
's outstanding contracts. Until 

overseas contractors have not 
| access to Eximbank funds, which 
re been directed into heavy indus- 
iotably shipbuilding. The govern- 
t's decision to come to the aid of 
ie contractors has fuelled rumours 
iat a cutback in Eximbank funds to 
ther areas is imminent. - 
improve the industry's competi- 
ss, the government also will 
up to 30% of the workers on 
rseas projects of South Korean 





















Elizabeth Cheng in Hongkong 
nstruction of a 240-km long 
uper-highway linking Hongkong 
| Shenzhen, Canton and Zhuhai 
ppears to be taking off after a long 
elay. This follows the recent signing 
f a HK$450 million (US$57.69 mil- 
on) contract to build the first stage of 
he road, the 30-km section from the 
ongkong border to Shenzhen. 

The agreement was concluded be- 


een a wholly owned subsidiary of 


Hongkong-quoted Hopewell Holdings, 
walled Hopewell China Development 





























Superhighway) and the Shenzhen Spe- 


ck: 


‘ial Economic Zone Development 
So. Separately, Hopewell has formed a 
50:50 joint venture with a Japanese 
rading group Kanematsu-Gosho. The 
t venture 





velopment 
ay. Hop 








it Korea sees more ! unds and fewer companies asthe — . 
emedy for the offshore building industry's woes 6 — 


reason for the contractors’ slackening 


‘much lower labour costs. 


new contracts won by Korea's overseas 


prove the solvency of the industry asa 
whole by curbing the overseas ac- 


| was placed under the temporary man- 


tions from the government. Keang 


of which US$309 million were short- 


‘The. company's. total debt-to-equity 





alf-baked highway - 


ans for a super-highway in China, in which Hongkong's Hopewell 
igures prominently, seem advanced — but scepticism remains — 


‘Hopewell Kanematsu | 
Ltd was estab- 
ell's involvement 


os 


companies to be foreign nationals. One 


business has been competition from 
companies from countries such as 
India, Thailand and China which have 


In the first five months. of this year, 


construction companies slumped to 
US$1.74 billion, the lowest figure for 
that period since 1980. ^. 


t also 


The governi 


| ne is hoping toim- 


i 


tivities of small construction. firms 
while encouraging mergers between 
large and medium-sized companies. 
Just recently, Keang Nam Enterprises 


agement of Daewoo Corp. on instruc- 


Nam was put into receivership by the 
state-owned Korea Exchange Bank in 
January because of its financial prob- 
lems. "A | 


” Keang Nam's total foreign liabilities 
at the end of 1983 were US$530 million, 


term debts, due to be repaid in 1984. 


ratio was 12:1, compared to around 
6:1 which is considered average in the 


industry. Keang Nam attracted the | 








in the project has raised scepticism 
among some bankers who question the 
economic viability of the scheme. 
While the importance of the high- 
way, billed as China's first and cur- 
rently estimated to cost about US$900 
million, is not lost on the bankers, they 
have raised doubts over repayment of 
capital and interest. (The highway 
originally was estimated to cost 
HK$2.4 billion or a third of the current 
rate.) With Hopewell itself already 
highly geared and unprofitable as a re- 
sult of the depressed Hongkong prop- 
erty market, the. funds will have to 
come from its Japanese partner who 
has yet to give a formal financial com- 
mitment despite Hopewell’s managing 
director Gordon Wu's statements that 
Kanematsu would bear this b 
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urden. ` 











nied. that the, company would seek 
funds from the stockmarket to finance 
the project. A Kanematsu-Gosho offi- 
cial told the REVIEW that the company 
expects to borrow on the syndicated- 


loan market in any funding effort. Al- 


though Wu has said that Kanematsu- 
Gosho would take care of the financing 
aspect, leaving the former with the en- 
gineering and construction aspects, 
the Kanematsu official would only say 
that the company would try its best, ^ 


f^ hina's guarantee is crucial to Hope- 


'well's fund-raising efforts. A Ja- 
panese banker pointed out that tolls, 
for example, are likely to be paid in 
renminbi, which is not an interna- 
tional currency, or foreign-exchange 
certificates, which are tightly control- 
led by the Chinese Government. If the 
tolls were to be exacted entirely in 
Hongkong dollars, the Chinese would 
have difficulty in meeting the demand. 
How, then, would the borrower raise 
the money to repay the loan? In recent 
press interviews, Wu į he impres- 
























Hyundai Construction, which was ori- 
ginally offered Keang Nam but declined 
to take it under its wing, may take over 
Hanyang Housing and Construction, 
another troubled construction firm. 
Government coaxing and perhaps 
some form of financial guarantee may 
be necessary to push such mergers 
through because of the heavy liabilities 
which the smaller contractors would 
bring with them. 

There is a recent precedent for these 
types of takeover — last year Dong Ah 
Construction took over Kong Yung 
Construction, which was having simi- 
lar problems to those of Keang Nam, at 
the request of the government. The 
deal included the rescheduling of Kong 
Yung debts with domestic banks, on 
which repayment now does not have to 
begin until 1998. Oo 


tax. China has proposed to reduce the 
income-tax rate on foreign enterprises 
from 30% to 20%. 

Wu has been accused of being un- 
duly optimistic. Tax is likely to be the 
least of his worries. The resettling and 
re-employment of a huge segment of 
the farming community from one of 
China’s richest agricultural zones 
poses a gargantuan task. Wu has dis- 
missed this with an offer of shares in 
the development company to those af- 
fected. He has estimated that traffic 
flow would be in the region of 25,000 
vehicles a day (a figure which analysts 
say has no concrete basis). Hopewell 
has suggested that toll fees could be 
HK$84 for private cars and HK$420 
for trucks — which seemed unrealisti- 
cally expensive. Of late, Wu has been 
talking of an average charge of Rmb 
0.2 per km for the first phase with a 
pay-back period of four years. 

Ownership of the venture apparently 
is not yet clearly defined. Wu has de- 
clined to state the proportion, while a 
Shenzhen official said that the joint- 
venture company, which will be 
known as the Shenzhen Super High- 
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Takeovers of prominent firms in Britain will lead 
to expanded US broking operations in Asia 


By James Bartholomew in London 


: ie» current shake-up in British 
financial institutions is having an 
echo effect in the Far East. Liberalisa- 
tion of ownership restrictions on Bri- 
tish stockbrokers and their methods of 
trading have led to a series of major 
deals. If taken to their logical conclu- 
sion, these could result in financial 
“supermarkets” — operations offering 
a combination of stockbroking, market 
making and investment management 
allied to a full-scale bank and all on an 
international, 24-hours-a-day basis. 

This would affect the Far East 
because most of the non-Asian 
stockbrokers and investment mana- 
gers channelling portfolio investment 
into the region have been British. As a 
result of the takeovers in London, this 
will no longer be the case. Many of the 
big players in future are likely to be 
American. 

Latest examples of the trend include 
the decision of Security Pacific, a 
major United States West Coast bank, 
to increase its stake in Hoare Govett, 
one of Britain's largest stockbrokers, 
from 29.9% to 80-90%. In fact, this 
deal cannot be carried through for the 
time being because the London Stock 
Exchange currently limits holdings in 
its members to 29.9%. 

But this maximum is expected to be 
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way Co., has yet to be registered. The 
highway project itself is known as 
the Canton-Shenzhen-Zhuhai Super 
Highway. Wu has said that income 
from the highway would be split 75:25 
in favour of China. 

Wu has also said he was undecided 
whether to bid for the Canton-Zhuhai 
section, an integral part of the entire 
scheme. This seemed to indicate wan- 
ing interest in the project and raises 
doubts on its profitability. Even if the 
entire project were to be successfully 
completed (over an estimated 10-year 
period), there is a chance that 
Hopewell's 30-year lease on the high- 
way would run out before money could 
be made. To this, Wu sweepingly re- 
plied that the lease as he understood 
would be flexible — which, China ex- 
perts say, is highly unlikely. In fact, the 
Shenzhen official said, the contract 
does not allow for the renewing of the 
lease. Although Wu has tried his best to 
understate or ignore problems that are 
likely to beset the highway project, 
there is a danger that the highway 
could be shelved before work starts; or, 
worse, when it is only half-built. 


eat 


raised soon. Assuming both parties 
successfully obtain shareholder ap- 
proval, they will both be committed to 
an undisclosed price at which the 
shares would change hands. It is 
thought by some observers that Secu- 
rity Pacific is firming up its existing 
arrangement with Hoare Govett be- 
cause a number of other big groups 
were sniffing around the British 
broker, eager to buy if Security Pacific 
decided to take the profit it already has 
made on its investment. 

Instead, Security Pacific has decided 
to plunge in deeper. In addition to buy- 
ing most of Hoare Govett, it is also 
negotiating to buy 33.1% of John Gov- 
ett, a fund-management company with 
£750 million (US$993.4 million) under 
management. (Hoare Govett and John 
Govett have origins in the same family, 
but have been entirely separate for 
many years.) 


ard on the heels of the Security Paci- 

fic moves comes news of an even 
better known US giant spending some 
of its petty cash on a British 
stockbroker. Shearson Lehman/Ame- 
rican Express, the broking and invest- 
ment-banking arm of American Ex- 
press, has bought 5% of Messel, with 
the intention of later buying full con- 
trol. 

Another pursuer of the global con- _ 
cept comes from another part of the 
globe and from another shake-up in fi- 
nancial institutions. Australia and 
New Zealand Banking Group (ANZ)is 
going to be the ultimate owner of yet 
another British broker. Only a few 
weeks ago, ANZ announced plans to 
buy the international bank, Grindlays 
Holdings — a move which is partly in- 
spired by the trend towards interna- 
tional competition in Australian bank- 
ing. Now this subsidiary-to-be has an- 
nounced the acquisition of a 29.9% 
stake in Capel-Cure Myers. Capel- 
Cure Myers ranks itself No. 14 among 
British brokers, somewhat below 
Hoare Govett and Messel 

These international deals could give 
the impression that British stockbrok- 
ing is being bought up by the Ameri- 
cans, with the Australians (and South 
Africans) picking up the leftovers. In 
fact that is quite wrong. Of the three 
biggest brokers, only one, Hoare Gov- 
ett, has gone to the Americans. The 
other two, James Capel and Scrim- 
geour Kemp-Gee, have not. More- 
over, some British brokers have 
hitched themselves to big British in- 
stitutions. Fielding Newswon-Smith, 
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‘of these, thefirst | 

American hands: | “here are few — 
Security Pacific and | & tions which have such act 
ch to the biggest bank- and facilities. British brokers m 
inggroupin the World, Citicorp, which | have preferred. to stay: British, but 
already has control of Vickers’ over- |. facts of life pushed them into the ¢ 
“seas” operations. and has 29.9% of its. | of the Americans. ‘British clea 
British operations (pending the ex- | banks certainly have the muscle, 
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-fited. froma AE d rationalis Lion 
. |> programme, increased. domestic de- 
|. mand plus improved industrial re 
tions. Bass Strait made a significant 
"contribution to earnings, while the 

Utah acquisition — finalisec in April | H ong ma ‘turing c 

-~ — added only marginally. to the re- | Shel t reported co 

“sults: 4.Lnet profi the six: months er 
BHP's subsidiary John. Lysaght .30. Apr. up 105% at HK$40.4 mil 
(Australia) contributed A$39. 4 mil- (US$5.18 million), HK$19.7-mil 
. lion, reflecting greater market share.| previously. The company; whick 
and . improved productivity. BHP's | cently went public, announced a! 
pre-tax profit came in at A$1.19 bil- | terim dividend of 5 cents per sk 
lion, The company has already indi- | Earnings per share were 18 cents 
cated a good start to its new "finsnetat | su e! Neuer thon forecast i ir 































LLS staged a welcome show of strength in Asia in ling with Wall Street's gains in 
period ended 30 July. Hongkong led the gainers, followed by Malaysia and Singa- 
re. New Zealand and South Korea were the only losers. = 
























A$9.68 (US$8.09) and A$9.88, then closed steady - 

at A$9.70. The Australian All-Ordinaries Index 
closed at 682.3, which is an overall rise of 7.3 
points on the period. 


NEW ZEALAND: The trend continued down- 


ward in the early part of the period and it then 
took some days for a small rally to manifest itself, 
despite a clearly oversold position: Investors had 
three major concerns dampening their interest: 
resurgent inflation following the 20% devaluà- 
tion, interest rates moving higher with controls 
removed and the contents of the new govern- 
ment's first budget still the best part of three 
months away. ! 


BANGKOK: A bout of selective buying boosted 
prices. The.rally, which started early in the 
period, was a spillover from the improved senti- 


TUNO! ONG: The second visit of British 
'oreign Secretary Sir Geoffrey Howe to Peking 
vas the focus of attention in the period, with the 
narket anticipating a favourable outcome. The 
Jang Seng Index: advanced steadily throughout 
he period to close at a high of 802.68, up some 55 
joints from a week earlier; Total turnover aver- 
ged a daily HK$93.17 million (US$11.95 mil- 
on). News that United States interest rates may 
ave reached a turning point, as the US dollar 
ppeared to falter, brought hope that local rates 
uld soon ease. The successful auction of some 
'5, even though they were sold close to their re- 
ye prices, also helped sentiment. 


SINGAPORE: Buoyed by a Wall Street surge, 


jé market picked up sharply, with foreign in- 
itutions reportedly leading the bull run. 
r's Industrial Index gained 212.78 points to 
at 4,982.27 on substantially increased vol- - 
Daily turnover, at an average of 20.8 mil- 
shares, was more than doubled the previous 
d's average of 9.3 million. Aside from — 
irable pronouncements from United States — 
ral Reserve chairman Paul Volcker, market. 
ume also was boosted by the start of a new set- 
nent period. 


































momentum on 24 July and surged further the - 
next day, but by mid-session the rally ran out of 
steam. Profit-taking took over and the market 














mild buy-up took most investors by surprise and 
was essentially based on technical factors. Eco- 
nomic conditions showed no change, with money 
being a scarce commodity. Average daily-turn- 
over was Baht 21.347 million (US$928,000). 







A LUMPUR: ‘the inarket experienced a 
g-awaited return to bullish sentiment in mid- 

iod due almost entirely to stronger leads from 

] Street. Weekly turnover rose almost 59% 

tthe previous period after reassuring news 

ut United States economic growth was re- 

ed. Most counters closed higher but specula-. 
ings scored the heaviest trading figures, 

ly Pan-Electric, which accounted for 

20% of the volume. Turnover for the. 
d was 47.83 million units valued at 
0.96 million (US$51.63 million). 







SEOUL: Heavy trading did little to raise prices, F 
with the index falling 0.3-of a point to 134:94. - 
Average daily trading volume rose by 3.97 mil- 














the period; chemicals shares were among the | 
largest losers in the. wake of the fall-off in oil | 
Stocks, their sectoral index dropping by 8.13. 
points. Investors returned to two old favourites, 
electronies.ànd pharmaceuticals, up by 12.66 
and 8.4 points respectively. | | 













V. After falling to the year's lowest level, | 
larket began to rebound but then stalled 
n the average hit the 10,000 mark. The. 
eakening yen continued to worry investors (a 
lly might have developed from the rebound. 
en at the beginning of the period had the yen 

t about Y240:US$1). Biotechnology stocks 
inued to hold interest, and there was 
sporadic buying sentiment behind some blué 
S. Financial shares were soft following the 
kruptcy of a major loan company. Volume 
thin at first but steadily improved duringthe 
period. The Nikkei-Dow Jones Average closed at 
10,013.60, for an increase of about 300 points on 
the period. | 









TAIPEI: ‘Gains on the Tokyo and New York ex- 
changes helped boost prices slightly, but trading | 
activity remained sluggish for the fourth con- - 
secutive period. Average daily turnover reached 
only NT$401 million (US$10.02 million) The 
weighted index closed on the last day of trading - 
at 895.88, up 6.36 points from the previous 
 period's finish. Analysts are still forecasting a 
-spurt of more active trading once listed com- 
panies start to release their mid-year reports in 
August. | | 




































HE RALIA; Trading on.27 July reflected the 
i response to Australia's lower-than-expect- 
flation rate for the year to 30 June, plus con- 


firmation that the United States economic out- | 
















T AUSTRALIA 














ment of the previous period. Buying gained | 


then fluctuated narrowly, with selected issues | €! dne 
remaining firm, while others lost ground. “The |. 
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lion shares to 24.95 million. Following ‘steady — | 
gains in past periods, oil-related stocks dropped, | 
though with.some signs of a revival at theend of | 





Hang Seng index 
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rom the old marketplace by the 

Pangkalan Batu river, the views 
of Kuching still indulge a nostalgic 
imagination. If you stand on the 
balustraded landing area across the 
muddy waters from the Brooke fami- 
ly's old astana — "palace" in local 
Malay — the vistas evoke Joseph Con- 
rad, steamboat adventurers, pirate 
chiefs and, of course, the "White 
Rajahs," the Brooke family themselves. 

The astana's peaked roofs still look 
almost as new as when, not so 
long ago, the Englishmen they shel- 
tered led war parties against rebel 
Dayaks in the forested interior. Even 
an incongruous neo-classical marble 
arch overhanging the astana’s cere- 
monial landing-stage remains un- 
disturbed. 

But times have changed. Workmen 
tending the grounds are mystified by 
the Roman numerals — MCMXII — 
chiselled in the foreign stone of that 
odd structure, stately and impassive 
beside yellow water slumbering 
down to the South China Sea. 

The little arch betrays a fondness 
for the kind of self-important ar- 
chitecture that beguiled other, much 
larger colonial outposts in the inter- 
war period — Sir Edward Lutyens’ 
buildings in New Delhi, for example, 
which, according to French architect 
Le Corbusier,“will make magnificent 
ruins.” 

But the Roman numerals tell you 
that it was completed in 1912, not so 
many years before Japanese military 
power flattened the Brookes’ im- 
perium forever. 

When British forces reappeared 
after Tokyo's surrender even 
Whitehall found it awkward to reim- 
pose White Rajahdom. A “reluctant” 
British annexation occurred instead, 
provoking a Malay nationalism that, 
in time, joined hands with the Penin- 


sular Malayan variant 300 miles 
west. 

Looking at that arch — as parties of 
retired English schoolteachers did 
the day this writer boated by — 
caused a companion, a local writer, to 
remark: “It just goes to show you that 
the world can tilt on its axis any time, 
dumping its plumed passengers with- 
out ceremony.” Looking at the de- 
serted astana, he continued: “We 
thought [the Roman numerals] were a 
kind of fancy abbreviation — or 
maybe someone's initials.” 

In these post-independence, post- 
federation days, Kuching's pulse 
beats elsewhere than at the astana. 
The river passes by, a silent witness to 
the quicker tempo of roads and cars, 
aircraft and landing strips, of civil 
servants and government ministers, 
scribbling away in the air-con- 
ditioned recesses of a square, 
anonymous obelisk which is the state 
government secretariat, only a stroll 
away. 


he tower gives every impression of 

crisp order — even if appearances 
belie reality, one senses no discomfi- 
ture so long as wealth still tumbles in 
from Sarawak's coast and interior: 
this “oil-lumbered state" recorded in 
1983 alone a M$3.2 billion (US$1.4 
billion) trading surplus from petro- 
leum and timber exports. 

Elsewhere, the pattern of Kuch- 
ings buildings shows the town's 
rapid change since the Brookes' hur- 
ried departure in 1941, but it also 
says something about its communal 
history. 

Among tightly built, waterfront 
rows of shophouses, the sons and 
daughters of the Chinese community 
grow up. Within shouting distance of 
those shophouses, many Malays and 
Melanaus ("indigenous Muslim peo- 
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ple") still live in stilted homes, hid- 
den along the lower reaches of the 
Pangkalan Batu behind trees with 


weeping branches. 
Only the "Dayaks" — a convenient 





but incorrect name to describe 
Sarawak's indigenous peoples — 
seem strangers to Kuching. Dayaks, 
Bidayuhs and Ibans have left their 
kampungs and longhouses to join 
the town's growing labour force. 
They work at construction sites 
promising . a radically changed 
skyline by the end of the decade: the 
Holiday Inn hotel is doubling its 
roomspace and new high-rise build- 
ings — some of them expensive flats 
— are looming along the river's bank. 
A new political party — the Parti 
Bansa Dayak Sarawak — was formed 
in 1983 with the aim of advancing the 
interests of Sarawak's indigenous 
peoples, who make up at least 47% 
of the population. But tell-tale signs 
of Dayak marginalism are growing: 
in the dispirited air of ancestral long- 
houses in the nearby First Division 
(administrative area), the lure of the 
new Kuching is proving irresistible. 
“It's a frontier town," a state 
minister remarked as he boarded a 
helicopter for the forested interior, 
lifting off from the parade ground in 
front of the secretariat building. 
From just a little distance, he said, it's 
hard to see the astana: its brown atap 
roof blends into its surroundings. 
"Even the marble arch," he said — its 
scrubbed white columns vivid 
against the turgid water — “is hard to 
pick out.” But the secretariat tower, 
he added quickly, can be seen from 
far, far away, “even from the South 
China Sea.” — JAMES CLAD 
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As an integral part of the 
innovative CHATS (Clearing 
House Automated Transfer 
System) programme, TI Business 
Computer Systems enable 
bankers to make instant transfers 
of funds. Thus eliminating the 
need for time-consuming cashier 
orders or the actual transfer of 
physical cash. While exploiting 
all the advantages of same-day 
transactions. 

In an on-line funds 
transfer system, system reliability 
is a major concern. One of the 
key reasons Texas Instruments 


computers were selected for use in 


CHATS was reliability. By using 
Il Business Computers System 

downtime is almost non-existent. 
Authorized Distributor: 
el: 03 
Tel: 02-77 
TI offices 


Singapore TI Asia Ltd, Tel: 747 225: 


Hong Kong over 50 banks count 
on I I Business 
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Australia NBS National Business Svsten 
932 117 * Philippines Universal Computer Services, Te! 

|! 1302 * Thailand Computer Technology Co. Ltd., Tel 
Australia Tl Australia Ltd, Tel: (201-887 1122 * Hong 
* Taiwan TI Supply Co., Te! 


Computer Systems everyday 


The TI 300/600 Business 
Computer Systems also offer a 
variety of configurations to fit 
the individual needs of each 
bank and can be expanded or 
upgraded as those needs grow. 

Price performance, your company today 
reliability and flexibility. Small Just fill in tl 


wonder over 50 m: 
Kong banks coun 
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More Treason s 
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BOOKS EXTRA 


REFERENCE 


One foot in 
Asia, one 
in Europe 


Turkey: A New Era by Ron Ayres and 
T. C. Thompson. Euromoney Publica- 
tions, London. No price given. 








P of Asia, yet not part of Asia; a 
nation prone in the past to coups 
and harsh military rule, Turkey re- 
mains a mystery to many. But now, 
say the authors of this work, with the 
move from military dictatorship to 
guided democracy, there is a growing 
interest in attracting foreign invest- 
ment. 

This book aims to tell potential in- 
vestors and others all they need to 
know about the nation. It does so in de- 
tail and with a wealth of supporting 
statistical charts and tables. It also, 
especially considering that it was pro- 
| duced in associa- r- -—— 
tion with the 
Turkish organi- 
sation Inter- 
bank, does so in 
an uncompromis- 
ing way, without 
any attempt to 
"sell" the coun- 
pm uv 

Indeed, the 
message in a nut- 
shell is that Tur- 
key, the 20th- 
largest nation in 
the world in 
terms of popula- 
tion, still has a 
hard row to hoe 
beforeitjoinsthe | = = >; 
ranks of the de- |The Bosphorus bridge: 


EN veloped world. linking East to West. 
p) ) "d But the poten- 


Waterproof 3 atmospheres: tial is there. For instance, though Tur- 

Models for men and women. ORFEVRESA PARI key is on the doorstep of Europe, wages 

in its textiles industry are lower than 

in either South Korea or Hongkong. It 
has rich natural resources (with the 

The world recognizes the name S.T. Dupont as synonymous with superb quality, craftsmanship and only caveat being that present prod uc- 

superior design. tion levels are so low that oil has to be 
imported ). 

Even in tourism alone, there is much 
scope for development. Turkey has a 
rich cultural heritage as well as magni- 
ficent scenery and beaches. Yet it has 
fewer tourist bedrooms than the tiny 
Greek island of Rhodes. 

The Choice of Authority This is a well-produced, attractive 
and informative book — though, like 
so many others of its type, it would 

| have been made much more useful 

by the inclusion of a comprehensive 
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In Asia, S.T. Dupont recognizes the Far Eastern Economic Review as the region's most effective advertising 
vehicle to carry its discerning message. 
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E 
compliments 

Congratulations on 

a well-researched 

FOCUS on the Asian 

fishing industry [2 

Aug.]. It is curious, 

however, that you 

elected to omit 

Taiwan from your 

chart on fish 

catches in the Asia/ 

: Pacific region. 

Surely a journal of your high calibre 

could step above the “two Chinas” 

question which seems to have vexed 

the Food and Agriculture Organisation 

(FAO) (and most other international 

organisations). Taiwan is Taiwan, and 

as such will survive virtually anything 

the world may say, do or think — in 

trade, politics or war. Isn't it time the 

island was included in statistical ta- 

bles for what it is — an independent 
country? 

Hongkong DAVID O'REAR 


e The table was reprinted as an FAO 
statistic and it would have been impro- 
per to add our own statistic for a coun- 
try which FAO chooses to ignore as a 
point of policy. However, the article on 
Taiwan fishing in the same FOCUS had 
a separate statistics table. 


I am writing you to inform you of how 
much we enjoyed FOCUS on the fishing 
industry. Our region is rich in marine 
resources, but the population of each 
country is dependent on these re- 
sources for their food and livelihood. 
In 1983, we were finally successful in 
including coral reefs in the Lacey Act 
making coral, a vital ecosystem, il- 
legal for export to the United States, 
which was the largest importer. We be- 
lieve all other countries, particularly 
in Asean, should pursue this task, 
thereby protecting the coral reefs, the 
fishing industry, the food supply and 
the generations to come 
ANTONIO M. CLAPAROLS 
President 
Ecological Society of 
Manila the Philippines 


With the establishment of 200-mi ex- 
clusive economic zones (EEZs), the 
operation of deep-sea joint ventures 
and growing interest in aquaculture, 
there is great hope and excitement in 
the fishing industry of Asia. Fishing is 


no longer a forgotten industry! T DUP f N | à 
Your article on the fishing industry BY S. z O - 
of Pakistan correctly points out some j 

of the irregularities being committed " j 


by the foreign partners of deep-sea 
joint ventures. However, the point 


| | ) C 
overlooked by the critics of joint ven- jJ ( Gf) 
tures is that these arrangements are ( 9, 99 


Waterproof 3 atmospheres. 


roviding Pakistani businessmen with a i 
P P Models for men and wortten. ORFEVRES A PARTS 


expertise in operating deep-sea ves- 
sels. The joint ventures are also creat- 
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ing markets for under-utilised fish 
such as stingrays and lizard fish, which 
are at present either dried or converted 
into low-value fishmeal. 

The main challenge facing the indus- 
try is to reduce its dependence on over- 
exploited shrimp resources which at 
present account for more than 90% of 
the export earnings of the fishing in- 
dustry of Pakistan. The abuses by the 
foreign partners of joint ventures are 
the price we have to pay to create mar- 
kets for non-traditional fish and to 
gain expertise in exploiting the re- 
sources within the EEZ after the terms 
of joint-venture agreements expire. 
Karachi OWAIS ASLAM ALI 


The Malaysian way 

I concur entirely with The Malay solu- 
tion [LETTERS, 26 July]. The Chinese- 
dominated Singapore Government 
would do well to remember that the 
treatment given to Malaysian Chinese 
by the Malaysian Government is far 
more generous than theirs to their 
Malay population. 

Notwithstanding what the foreign 
media have written or said about the 
Malaysian Government, the multira- 
cial coalition rule in Malaysia today is 
the best that any government in such 
circumstances could achieve. Malay- 
sia, to my mind, is a classic example of 
a successful coalition government 
which reflects wishes and aspirations 


of all the races that live and work to- 
gether in Malaysia. 

As our closest neighbour, I feel 
Singapore ought to realise that its pre- 
sent policies are not in the interest of 
Singapore or the region as a whole. 
Kuching MALAYSIAN CHINESE' 


Your article on Singapore's Malay di- 
lemma captured to some extent the 
plight of the Malays in Singapore but 
still left many things unsaid. Not only 
the Malays but other minorities also 
suffer the same fate. 

One point that should bring home 
the amount of discrimination prac- 
tised is that even in the giving of per- 
manent residence in Singapore to for- 
eigners, those of Chinese origin are 
given preference. The euphemism used 
for such preference is "those whose 
culture, traditions and customs are 
compatible with that found here" 
[Sunday Times, 29 Jan.]. 

India, Sri Lanka and Bangladesh, 
which were traditionally the sources of 
labour during the British rule in 
Singapore, are now considered non- 
traditional sources of labour and not 
qualified for preferential treatment, 
while people from Hongkong, Macau 
and Taiwan are now classified as trad- 
itional sources. But which minority 
Peoples Action Party MP, or for 
that matter opposition member, dares 
bring up such things for discussion? 
Singapore 'MINORITY SINGAPOREAN' 
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"It's the only hotel in Hong Kong 


which doubles as 
a resort." 


Here you'll find Hong 
Kong's largest swimming 
pool. A Health Spa 
worthy of the name. 
Famous restaurants, 
Remarkable service. 

An unrivalled position at 
the edge of the world's 
most spectacular harbour. 
The Regent. Hong Kong's 
only resort hotel. 
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Wherever you're considering 
a pharmaceutical project, Foster 
Wheeler is just what the doctor 
ordered to get the job done right. 

From bulk pharmaceuticals 
to finishing operations, prescription 
or OTC drugs, Foster Wheeler 
has the experience, specialized 
know-how and resources you need. 

For two decades, major phar- 
maceutical manufacturers have 
turned to us for both large and 
small projects. 

Currently, we are responsible 
for the design, engineering, con- 
struction supervision, and overall 
project management of ACDIMA, 
a $335 million grassroots multi- 
purpose bulk antibiotics produc- 
tion and finishing plant in Iraq. 


This state-of-the-art-complex will 
use both fermentation and organic 
synthesis to supply a broad range 
of antibiotics. 

But regardless of size, every 
project is important to us. Our 
"Pharmaceuticals andFine 
Chemicals Group" is a major 
division of Foster Wheeler SPEC. 
This specialty engineering subsid- 
iary provides the advantages of 
dealing with a small, flexible 
engineering firm backed by the 
worldwide resources of a Fortune 
500 company. 

Every client and every proj- 
ect, large or small, get the atten- 
tion they deserve. And our GMP 
Committee makes sure that every 
job isin FDA compliance. 


And if you are considering 
the potential of biotechnology, 
Foster Wheeler's association with 
Applied DNA can provide you a 
fully integrated biotechnological 
service from conception to scale- 
up to a completed plant. 

Whatever your pharmaceuti- 
cal needs, Foster Wheeler has the 
right prescription. 

We speak your language. 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 Tlx: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 Tix: RS39292 


FOSTER (7 WHEELER 


We can fill any prescription, 
in any language. 
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ythe tum not the quidien Diplomatie e correspon- 
dent Richard Nations looks at the territorial im- 
Je ratives. of a Hindu resurgence behind the ‘in- 
ira Doctrine.’ To New Delhi, India’s ‘mission 
civilisatrice' makes Mrs Gandhi the modern rein- 
ge carnation of Saraswati — the Hindu goddess of 
-lear ing — — depicted. on the cover. To the rest of the region she per- 

 sonifies Indian n hegemony: Pages 23-28. 
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Pakistan cracks down on Afghan 
refugees — and liberals claim 
| proposed new law: ill cr 


l „euphoria after. Sir 
inb visit, there are 

















Moneta Authority of Singa- 
takes an even higher profile 
mercial 






Page 16 

The United States will not allow the 

CIA back into the Indochina arms 

business, but it may ‘still help the 

Cambodian resistance to buy 
» more M16s. | 7 
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THE F AUSTRALIAN: NATIONAL UNIVERSITY invites applicators: for apponit to 5 the: 
position of SENIOR FELLOW in the ORE GENISIS STUDIES, RESEARCH SCHOOL OF 

\ATH SCIENCES. The successful candidate will be a distinguished scholar with an es- 
- tablished international reputation in one or more of the School's. existing fesearch areas 


"and will be expected to: carry out fundamental research in ore-genesis related projects:’ 
identity and coordinate activity on fundamental problems in ore. genesis which are of in- 


restto existing Groups within the School; and collaborate with relevantorganisations out- 
le the School. Closing date: 14 September 1984. 


Appointment will be for an initial period of five years with the possibility of reappointment 
to retiring age (65 yrs). Salary in accordance with qualifications and experience within the 
ranges: SENIOR FELLOW $38,847-45,279 p.a. Current exchange rate: $A1=$US0.83. 


ants are provided towards travel and removal; assistance with housing; superannuation. 


/ aternity leave is available. 


¿For further particulars write to: the Acting Registrar, The Australian National University, 
G.P.O. Box 4, Canberra, A. C. T. 2601, AUSTRALIA. 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 
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poem - M SRIDRERIEA T " 
Hampton & Sons hul soo 


'fstablishent Longen 1830 A Meribàr of The Mongkew Group 


ANNOUNCEMENT- 


Messrs. Hampton. & Sons are pleased to announce the. 
ation of an association with Hongkew Davies Properties 
nited as their sole Hong Kong and Far Eastern representatives | | 
or London residential property. - 


"x Established i in 1830, Hampton & Sons concentrate their 
London residential activities in the areas of Chelsea, Fulham, 
Kensington, Bayswater, Mayfair, Regent's Park, St. John's Wood, 
Apa ‘Highgate, Belgravia and Pimlico. 


Hampton & Sons offer a wide range of services including 
| vallüafións; furnished lettings and management, and have a an “o 
.. extensive portfolio of properties at all price. levels, with a. 
< particular emphasis on prime new developments and conversions. 


For further details please contact Didi oblas on aries Ee 


Rn: Hampion & Sons Hongkew Davies Properiles Limited 
6 Arlington Street, St, James's, ^. 9/Fl. China State Bank Building, 
London SWIA IRB. 39-41 Des Voeux Road Central, Hong Kong. 
^ Telephone: 01-493. 8222 ur Telephone: 5-249307, 5-254418 
Telex: MPO MC UN E PUN Felons: 83120 He PINCH) EI Ko owen cin ga 


Old d Sydney Town. 


. M was inadvertently stated in-our advertisement appeanng m the August 2nd. - 
issue of the Far Eastern. Economic. Review that the undeveloped land 
- associated with this complex was 35 hectares. 


This should have read 85 hectares 
Further information may be obtained from: 


General Managert, Development Co-ordinator 

Westpac Banking Corporation ... New South Wales Department 

4401 Connaught Centre of Leisure, Sport and Tourism 

Hong Kong. ^. 140 Phillip Street, Sydney, 

Phone (e 21 3191 i l New South Wales 2000 Australia 
COR $0837 25 5 Phóne(0212317252. - 
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and paper products to 
books and publications 
to paints to ... 

Capexil will bring it 
to you as it has for the. 
past 26 years. 
people in more t 
100 countries. ] 

The best in chemical 
based allied products: 
matchless in design 
and craftsmanship, —.. 
bold in beauty and. 
strength. " 
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in the United States Con- 


or anti-Sandinista rebels in 
ragua, there is a growing 


overt aid for Afghan guerilla 
forces resisting the Soviet- 
^um regime of Babrak Kar- 
a 

One indication of this trend 
emerged recently in a leaked 
rt.that the Democratic- 
ontrolled House of Represen- 
tives’. appropriation com- 
mitteë had voted US$50 mil- 
for covert assistance to 
Mujahideen guerillas 
ing Soviet and Afghan 
it. forces. The 
unt is part ofa US$5.4 bil- 
plemental budget for 
al year. ending in Sep- 
‘The Republican-con- 
senate is expected to 
favour of the covert 


gh the government is 
i about its role in 
han war, informed 


nce now totals about 


'adily grown since 1980, 
former president Jimmy 
rs ad 


f Thai supreme com- 
rand army commander 
Arthit  Kamlang-ek. 
ipping rumours which had 
en circulating for several 
veeks, Bangkok-based 1st Di- 
on commander Maj.-Gen. 
ichit Kullavanich said in a 9 
iust interview with Thai 
ournalists that the proposal 
vould be submitted to Prime 
finister Prem Tinsulanond, 
n his concurrent capacity as 
efence minister, before the 
nd of the month. 
Pichit avoided commenting 
n the political implications 
d instead stressed the im- 
ance of Arthit staying on 
o continue his work of unify- 
| the armed forces. He 
imed the move. was ini- 


cal confusion which had « en- 
sured, followir 
22 suspected m 


le there is strong opposi- 


ipartisan call for increased | 


say that US aid to the: | 
their 
Jakarta in July, that they hold 
| preliminary talks with Viet- 
| nam and Laos in Canberra. In 
Bangkok he repeated his pro- 
‘posal, saying that “all the pos- 
sibilities for a comprehensive 
| political settlement [in Cam- 
| bodia] should be pursued with 
iy pe | a sense of urgency.” 
h he still. has 14 A 
5 to go before reaching | 
nt age, a move is al- 
under way to extend the’ 


million. The amount. | 


1istration began. 
ide clandestine sup- 


ted in response to the politi- | 









tive sympathisers of the Com- 


munist Party of Thailand in 


| Bangkok last month. A few 

‘days before Pichit's state- 
| ment, in what was taken as à - 
} sign of their rehabilitation | 
jand possible reinstatement, 
| leading figures of the Young 
| Turk movement came out in 
.Supportof Arthit's extension. 


— JOHN McBETH 


Hayden pursues Canberra 


Australian Foreign Minister 
Bill Hayden, on a visit to Thai- 


and, was clearly disappointed 


that the Asean countries had 
earlier spurned his "modest 
proposal" for negotiations to 
break the stalemate on the 
Cambodia problem (REview, 2 
Aug.). 

tn the view of the Austra- 
lian. Government, while the 
prospects for movement on 
Cambodia are 
they should not be written off 


totally © as a casualty to pes- 


simism,” he told members of 
the Foreign Correspondents 


Club of Thailand in Bangkok’ 


at the end of his visit on 3 Au- 


gust. 


Hayden had suggested to 
Asean foreign ministers, NS 
annual meeting 


— RODNEY TASKER 


| Politics banned in 
| Kedah and Perlis 


_An indefinite ban on all politi- 


cal gatherings was imposed in 
the northern Peninsular Ma- 
laysia states of Kedah and 
Perlis on 6 August. The oppo- 


sition Party Islam (Pas) had. 


been holding almost night- 
ly meetings, which the 
authorities described as 
“threatening public order and 
security." Government re- 
ports said Pas has been infil- 
trating schools and other in- 
stitutions in predominantly 
Malay areas, and the ban fol- 
lows the arrests in July of 
three Pas officials — including 
a Trengganu state assembly- 
man — under Malaysia's In- 
ternal Security Act (ISA). An 
Islamic teacher was also ar- 
rested under the ISA in July. 
Some reports in Kuala Lum- 
pur suggested that Pas may; at- 


tempttodefytheban. _ 


forbidding, _ 


precedented : move, the Thai 
Government has taket. over 
majority ownership of a small 
bank — Asia Trust -= follow- 
ing liquidity problems stem- 
ming from alleged misman- 
agement. The Finance Minis- 
try concluded an agreement 
with the bank's management 
on 6 August to take over 75% 
of its equity, making Asia 
Trust the second state-owned 


| bank after Krung Thai. 


Asia Trust has been under 
close Bank of Thailand (central 
bank) supervision for some 
time because of excessive lend- 
ing without proper collateral 
to some of its affiliated com- 
panies — including a subur- 
ban housing estate, Jalap- 
rathan Cement and Bangkok 
Entertainment Co., 
operates the profitable: Chan- 


nel 3 TV station. More re- : 
cently, the bank is said to have 


suffered liquidi ty problems as 


a result of excessive exposure 
to short-term SOLON EES at 


high interest... 





ity Exchange has presented its 
report to Malaysia's Com- 


modities Trading Council. Its. 
recommendations reportedly. 
include a tightening of clear-- 


ing-house regulations. and in- 
creases in the capitalisation of 
trading-member. 


procedures to create ad hoc 
arbitration panels. Following 
defaults affecting most. open 
positions in March (REVIEW, 12 
July), palm-oil futures trading 


has come to a virtual 
standstill. — JAMES CLAD 
Giant Portland smelter 


to be resuscitated 


Flying in the face of uncertain 
world demand for aluminium, 
Alcoa of Australia has agreed 
to resume operation of its 


A$1.15 billion (US$962.3 mil- 


lion) smelter.at Portland in 


Alcoa, the Victorian state gov- 


| ernment end: an + undisclos ed 


| Korean manufacturing and 
| trading group, Hyundai Corp. : 


Ina surprisingly swift andu un- | 


which | 


firms. A. 
“business: conduct. commit- 
tee" also is urged, as well as* 





jjor South 


Alcoa will take a 45% stë ke 
in the project; Victoria 2594 
and Hyundai 10%. The agree- 
ment will mean a resumption 
of work at Portland — which 
has been out of action since 
July 1982 following a slump in 
world aluminium prices — in 
November. This will create 


some 6,000 jobs.  — EDNA CAREW 
-End of US unitary tax 
may be in sight 


The long-awaited release of 
the. report by United States 
President Ronald Reagan's 
special worldwide unitary- 
tax working group, along with 
moves in several American 
states, point to progress to- 
wards thé abolition of unitary 
tax. The controversial levy is a 
system whereby an individual 
state bases its tax-take on the 
global profits of. multinational 
firms operating in that state. 
US. Treasury Secretary 
Donald Regan sent the special 
panel’s report to the White 
House on 31 July. In a letter to 
Reagan accompanying the re- 
port, Regan pledged to pro- 


| pose federal legislation to:end 


the unitary. tax and adopt a 
compromise "water's edge" 


.] approach whereby only. the. 
0Ugner — | US holdings of a multina- 

A special task force rabidi : 

the collapse of sentiment at. 

the Kuala Lumpur Commod- 


tional firm would be taxed if 
"appreciable progress" is not 
made on repealing the unitary 
tax by 31 July 1985. : 

Japan has said thatthe Regan 
move is not thorough enough 
and continues to put pressure 
on Washington. Meanwhile, a 
Special session of the Oregon 
state legislature repealed that 

state's unitary tax on 30 July. 
` — ROBERT MANNING 


join nah Saham " 


The Malaysian Government 
has decided to permit Malay- 
sians of Portuguese descent to 
join the Amanah Saham Na- 
sional (ASN) — a bumiputra 
unit-trust scheme whose 1.5 
million members are entitled 
to the proceeds of their M$1.2 
billion’ (U8$512.8 million) in- 
vestment in Permodalan Na- 
sional Bhd, the government- 
endowed national equity cor- 
poration. In 1983, the. ASN 


was extended for the first time 
western Victoria. An agree--| to 
ment has been. signed by |ar 


to cover.Malaysians of Thai 
ancestry. About 5,000 people 
of.P. se descent may be 
eligibl in the Scheme, 


SLOW YACHT TU CHINA? 
The British and the ‘Chinese are 
SO confident that: a satisfactory - 
rthe future of 
concluded by 
hat in Peking 
ly Foreign Secretary Sir | 
Geoffrey Howe invited Chinese 
Prime Minister Zhao Ziyang to 
visit Britain next year. Zhao 
toured European capitals earlier 
this year but pointedly avoided 
Holland (the Dutch are still out of 
favour for selling submarines to 





teachings to face Mecca and pray 
| at fixed times five times a day, 
and Islamists argue that the 

] establishment ofthe obligatary 



















male the promotion of prayer 
part of government policy, and 
nazim-e-salat (prayer _ 
supervisors) are expected to be 
appointed for every urban 
neighbourhood and village to 
oversee and promote pom 









Despite ipd ang’ 8 d Js. 
Seoul is vigorously pushing for 
the simultaneous entry of Ne 
and South Korea into the Unit 
Nations at the UN General 


























Taiwan) and Britain (the - observance. Ss Assembly session opening in 
- Hongkong negotiations were still | "um n October. A message to this effe 
bogged down). In return, the THREE-COLUMN ev ih T was conveyed to UN special — 
the 





representative Diego Cordovez | 
when he visited Seoul recently, 
and he i de said to have been 


After more than a year i : 
doldrums, forces of the Burma 
Communist Party (BCP) appear | 
| to be on the move again. . a 

According to reports re: 
northern Thailand, the Bt 
j army has launched a th ee 
 pronged movement down from its. 


Chinese leaders suggested that 
Queen Elizabeth visit China | 
— an invitation Howe 
convey to the queen on his return 
to London. 


. COVER-UPS AND PRAYERS 
Contrary to the expectations of | 2 
most Pakistani and Western 3 AE ror dholäs near the Sino- 
observers, President Zia-ul Haq's | Burmese border, east of the | 
traditional Independence Day. | 5: j jumn i: 
speech on 14 August will not ] 

- include an announcement of the: Ari 
schedule for a proposed general. | 
election. Instead, Zia will make ` 

—. fresh pronouncements about >= 
Islamisation and may propose the | 
strongest dose yet of Islamic | 
legislation. The measures will 

. include guidelines for women’s 
dress — including coverings of | 
the head and breasts, in 
accordance with Islamic | | 

injunctions — and a strict sy: stem | ot 

' of observance of Islamic prayers. - 
Muslims are Iesus by. ponam. y 
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| | Farkaimen nonse in Port Moresby (7 A 
All 45 passengers and four crew died- AOL MM: | | 
when a Bangladesh Biman aircraft. 
crashed into a marsh near Dhaka airport 
(5 Aug.) Navy chief and deputy chief 
martial-law administrator. Rear-Adm. 
Mahboob Ali Khan gied m a heart attack 






a A jpe of the commission. inves 
ar tigating the death of Benigno Aquino 
the commission had circumstantial 
E dence pointing to the killer (4 Aug.) 
















and instigating tiots,. it was irie (5 


(6 Aug.). Aug.). Three special courts began: closed | 
trials of alleged Sikh extremists: India . SRILANKA | 
HONGKONG finalised à deal to buy MiG29s from the An assistant superintendent of pol 


was killed and an army major and four. 
other soldiers were injured in a separatist 
ambush in Jaffna, police said (5 Aug. 
Guerillas bombed the biggest bank 
; | Jaffna and made off with guns and tw 
ad. safes whieh were empty (7 Aug.) 


British Foreign Secretary Sir Geoffrey | 
Howe outlined the main features of the | (6 Aug.) 
Sino-British agreement on the territory's 


future (1 Aug.) PAKISTAN _ 
- INDIA | | area ind at 


Six people were killed and 70 injured | thousands w 
during clashes in Jammu and Kashmir, | soon rains lashi i 
and the state capital, Srinagar, was put ort Au 
junder: a curfew. Defence Minister Ram. 
: nes adi 


Soviet Union, United News of fetta said 
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"hos afraid of the ISDN? 






Human intelligence. 
And the quality of your telephone 
network depended ón the quality of the 
human software’ at the heart of it. 
Only too soon, the telephone 





exchange went automatic. The new systems 


were ‘hardware’-based — inhumanly fast, 
but also inhumanly inflexible. 

Today, the wheel has gone almost full 
circle: the decreasing cost of computer 
performance has made it possible for 
telephone companies to provide almost 
human levels of flexibility and intelligence. 

Its already possible to provide such 
complicated services as calls that follow 
you round when you leave your phone; 
fully itemised phone bills; computer-to- 
computer communication; the instant- 
aneous transmission of photocopies over 
thousands of miles; information displayed 
on your TV screen in colour ~and much, 
much more.. 


A modern digital oane exchange. Ericsson. 
AXE provides unmatched call-handling capacity. 


In the not-too-distant future, all these 
services, and others, will be provided 
through a single, integrated, network. (It's 
called the ‘Integrated $ Services Digital 
Network - ISDN for short. It's described in 
the box.) In effect, your telephone will 
become a computer terminal communi- 
cating with a huge range of sophisticated 
devices and services. 


Now all this sounds fine, but there are — 


plenty of telephone subscribers in the 
world who find it difficult to make a simple 
phone call - and plenty of people who just 
can't get a phone at all. These people may 
feel a little sceptical. 

And of course, they're right... 

Because not all telephone: systems can 
capitalise easily and economically on the 
opportunities technology is presenting. 









l networks ality ty was debit 


andi itn must be a able to ha dle a ea pan 


. unwieldy and unstable. - 






system from Ericsson. 


ine neds all 5 rthe 
considering the problems and opportunities 
presented by the concept of the Integrated. 
Services Digital Network. 

This network will handle services which 
can be transmitted in digital form which, 
these days, includes speech. 

As well as speech, these servicesinclude 
facsimile transmission, nationwide paging, 
mobile telephony, data transmission (direct 
communication between, and access to, 

computers), credit card and banking 
functions, videotex, and many others. 

Such services already exist, of course. 
But often they use separate lines and 
switching services, which increases cheir cost 
and comple xity and makes widespread: 


Me 


implementation of the services difficult. - 

AXE was designed w ith the ISDN in 
iun Itis structured for ISDN, and with | 
Ericsson's new APZ 212 supercomputer ite. 
can handle the increased traffic, Any.user of 
an AXE system with a digital group switch — — 
has the basis of a successful ISDN. already im | 
adieu 











































bones should understand m 
possess the facts. 
If you'd like a copy of anew 
published by Ericsson, to pres 
and facts comprehensibly, | just compl 
and post the coupon. m 
We'll send vóua copy of the 
By hand. 

























































| order for Connection to AXE. 
passed the 1O-mi lion mark. 





AXE: ‘todays dominant s system 


Just as in the old days a telephone - 
the quant 









lex functions without t becoming 





One system has emerged with soft. 
ware which has demonstrated’ 





twork on. the very 
largest scale: the AXE exchange-control 


The structure of AXE software i is.a 
model of uniquely flexible; power and 
elegance. It can provide service of the m 
highest: standard to a ti hishing village 750 
oritcan control ; a key exchange ina vast —— 
international network. It can handle e every 
demand a community can make of its - 
telephone network today, and itcan — 
accommodate every foreserable demand of 


the futi, 
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Despite the euphoria there are still several snags over 1997 


Unanswered questions 


By Emily Lau in Hongkong 


N ow that it looks certain a Sino- 


British agreement on Hong- 

kong's future will be concluded 
in September, the people of the territ- 
ory are preparing themselves for the 
period after the British withdraw in 
1997. But there are still certain snags 
that have to be overcome. 

Most people welcomed a statement 
by British Foreign Secretary Sir Geof- 
frey Howe, in which he revealed that 
the agreement would include detailed 
provisions on preserving the territory's 
unique economic system and way of 
life after 1997. They also felt reassured 
that the agreement would be incorpo- 
rated into the territory's basic laws, 
which would determine the structure 
of the future administration. 

Following the signing of the agree- 
ment at the end of the year, the Chinese 
will set up an advisory committee in 
the territory to collect public opinion 
about the basic laws governing Hong- 
kong's future. The committee probably 
will be headed by the chief of the offi- 
cial Xinhua newsagency's Hongkong 
branch, Xu Jiatun. According to leftw- 
ing sources, membership could include 
legal experts, other professionals and 
possibly even members of the execu- 
tive and legislative councils. The ini- 
tial drafting timetable is three years. 
The final draft will be submitted to the 
National People's Congress for ap- 
proval. 





While Britain and China have 
reached agreement on many key areas, 
several important issues remain unre- 
solved, as Howe pointed out in his 
statement. Some executive councillors 
feel that unless a satisfactory settle- 
ment can be reached on the remaining 
issues, the agreement should not be 
supported. However, others say the re- 
maining issues are not significant 
enough to block an agreement. 

Of the remaining issues, the most 
complicated is land policy (page 71). 
Also certain to be on the agenda of the 
90th round of Sino-British negotia- 
tions held on 8-9 August was the ques- 
tion of nationality. The Chinese have 
stated that they do not accept dual na- 
tionality, but are prepared to allow 
Hongkong citizens to continue using 
Hongkong passports as travel docu- 
ments after 1997. But when those citi- 
zens are in the Hongkong Special Ad- 
ministrative Region, the Chinese say, 
they will be regarded, for all intents 
and purposes, as Chinese citizens. 

The British are hoping to create a 
new type of passport for present Hong- 
kong passport holders after 1997. They 
are anxious that the rights of present 
passport holders will not be wiped out 
overnight when the territory reverts to 
China. The new British passport would 
state that the holder has the right of 
abode in Hongkong and is entitled to 
use the passport as a travel document. 
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The British are expected to insist that 
the rights be transferable from one 
generation to another. 

Although the rights conferred by the 
new passports would be minimal, the 
British say such a move would be of 
great psychological significance to 
Hongkong people. Since the Chinese 
are not expected to publicly change 
their stated policy, the British are hop- 
ing to fudge the issue. 

Another area of concem is the struc- 
ture of the executive arm of govern- 
ment. It is understood that the Chinese 
would like a completely free hand in 
deciding how it should be organised. 
But the British are now confident of a 
satisfactory settlement since they 
would have an opportunity to pre- 
determine the contents of the basic 
laws. However, they warn Hongkong 
people not to expect à blueprint of 
the entire structure of the transi- 
tional government in the agreement, 


|! since much of that would have to 


evolve from proposals in the green 
paper on representative government, 
which is currently the subject of public 
consultations. 


efence and security is another 
D unsettled area. Since Deng Xiao- 
ping's assertion of China's right 
to station troops in Hongkong on 25 
May, the British have quietly pushed 
the matter aside. In the next few 
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weeks, the British negotiators are ex- 
pected to try again to persuade the 
Chinese that though they have the 
right to send the People's Liberation 
Army to Hongkong, it would be best 
not to exercise it. They are to argue 
that the role of the British forces in the 
territory is purely to assist the police in 
internal security. Since China has said 
that internal security would be up to 
the future Hongkong Government, the 
British say, the logical move would be 
to enhance the capabilities of the 
police force to ensure that it can fill 
the gap when British troops leave the 
territory. 

London's official position on the sta- 
tioning of British troops in Hongkong 
is that they are to serve as a backup to 
the police in controlling possible civil 
disorder, as well as serving along the 
territory's border with China. 

In the area of civil aviation, China 
maintains that it should have the 
power to negotiate landing rights for 
Hongkong since the whole issue con- 
cerns the matter of sovereignty. The 
British, however, want this power to be 
retained by the future Hongkong Gov- 
ernment. They stress this is not just to 
defend the interests of Cathay Pacific 
Airways, the territory's flag-carrier. 
They point out that though Cathay's 
holding company is in London, its 
whole image is that of a Hongkong- 
based operation, and if an unsatisfac- 
tory settlement forces it to pull out of 
Hongkong, it would be a severe blow to 
confidence. 

Some form of joint enterprise with 
China's flag carrier, CAAC, is still a 
possibility, offering both exciting and 
daunting prospects. It is rumoured 
that CAAC would like to take over all 
international routes, with Cathay con- 
fined to internal services within China, 
precisely the opposite of what Cathay 
wants. Cathay executives are believed 
to be reviewing their options, one of 
which is reportedly the purchase of 
state-owned British Airways, now 
being hived off by the British Govern- 
ment, to become a British-based airline. 

Another remaining issue is the civil 
service. The British are concerned 
about what they see as a Chinese at- 
tempt to erect racial barriers to promo- 
tion within the service. The Chinese 
have said that expatriates can work in 
the future civil service as high as 
deputy secretaries and advisers. The 
British fear that such racial discrimi- 
nation would discourage expatriates 
from joining the service and also would 
undermine the morale of the Chinese 
civil servants. The best criterion for 
promotion, the British say, would be 
merit. But coming from a colonial ad- 
ministration which has been extremely 
tardy in its localisation policy, the ar- 
gument rings hollow to Chinese, both 
in Peking and Hongkong. 
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Power to the people 


Macau prepafes for a legislative-assembly election under a 
new franchise giving local Chinese a greater say 


Ithough the Portuguese-ruled ter- 

ritory of Macau is administered 
under an open-ended agreement with 
China, its future is inevitably affected 
by developments concerning the poli- 
tical future of nearby Hongkong after 
1997, when sovereignty over the Bri- 
tish territory will revert to China. And 
as the countdown to 1997 continues, 
Macau is getting a taste of the sort of 
electoral reforms that have recently 
been proposed for Hongkong. 

On 15 August the people of Macau 
wil elect their legislative assembly 
under new electoral laws introduced in 
February by Governor Vasco Almeida 
e Costa. Given the novelty of the 
broader voter franchise, there is no tell- 
ing how many of Macau's 51,000 re- 
gistered voters will turn out to cast 
their ballots for the 21 candidates con- 
testing six seats. 

But with six other representatives 
being indirectly elected — largely by 
economic-interest groups — and 
another five due to be appointed by the 
governor after the polling, the process 
is not likely to rock the boat too great- 
ly, not least because all concerned are 
interested in maintaining stability and 


Prosper 

ile the government has taken 
pains to emphasise that the election 
will be free, some candidates allege 
that the results are pre-ordained. The 
president of the pro-Peking Chinese 
General Chamber of Commerce, Ma 


m TM 


Man-kee, regarded by many as the 
most powerful man in Macau, also 
seemed confident of the outcome. 

Speaking in his characteristically 
nonchalant style, Ma predicted that 
the Electoral Union, supported by him, 
would probably win four or five seats. 
Besides the Electoral Union, four other 
groups are fighting the election. Ma 
noted that the chamber had told all its 
employees and their families to regist- 
er as voters, but was not sure how 
many would vote. 

Macau has held legislative-assembly 
elections since 1976, but stringent 
voter-qualifications had restricted the 
franchise to a few thousand people, 
mostly Macanese (local inhabitants of 
Portuguese or mixed Chinese/Por- 
tuguese descent). The new laws pro- 
vide for equal voting rights to all resi- 
dents, regardless of their length of resi- 
dence in the territory. 

Macau elections are conducted along 
the same lines as those held in Por- 
tugal, where there are no geographical 
constituencies. Instead, the so-called 
hondt, or list, system is used, whereby 
each group contesting the election puts 
up a list of three to six candidates; 
After the votes are counted, each group 
is alloted a number of seats corres- 
ponding to the number of votes re- 
ceived. For example, the group that 
wins half the votes will get half the 
seats. 

Although the 17 seats on the assem- 












Five of the six indirectly 
4 seats were allocated to econo- 
erest groups in July. There was 

contest because only five Chinese 
so they all won, with Ma heading 























remaining indirectly elected 
will go to someone representing 
al cultural. and moral interest 
oups. A Chinese is expected to win. A 
ese candidate contesting the 

at, former director of the Health De- 
ment and appointed member in 
evious assembly, Ana Maria 
Perez, called the whole election a 

ce" and said the results have been 


n Chanda in Washington | 
.the CIA be permitted to play 
ctive role in its old Indochina 
ig ground — this time in sup- 
the non-communist Cambodian 
ice opposing the Vietnamese- 
Heng Samrin regime in Phnom 


gton has decided the answer 
ut under pressure from Asean 
ted States has more than dou- 
financial assistance to the re- 
forces, Anxious to avoid con- 
rsy over a new American involve- 
t in Indochina; Washington has 
ised ways of indirect help, which 
Jd not link the US to the resist- 
ince's military activity. E 
In the course of a long policy debate 
id in late June, the REVIEW has learn- 
he administration of President 
ald Reagan rejected the idea of di- 
US military support for the non- 
imunist resistance forces, which 
rise two of three factions of the 
emocratic Kampuchea coalition. In- 
; it decided to help the resistance 
ancially, thus releasing Asean funds 
weapons and munitions. .. 
2 US has turned down an Asean 
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semblymen in the February dispute 
with the governor over the make-up 
and powers of the assembly, has joined 
the Chinese to form the powerful Elec- 
toral Union coalition, Of the six candi- 
dates on the group's list, five are 
Macanese or Portuguese. The only 
Chinese is the vice-president of the 
leftwing Federation of Trade Unions, 
Lao Cheok Va. 

Ma said he did not want to see more 


no, US aid yes 


gton has decided not to unleash its covert 
ts in Cambodia, but is boosting financial help 


government in that country — and the 
public outery over “another Vietnam” 
in Central America. “The Americans 
told us covert aid is simply not on be- 
cause it won't stay covert,” said one 
Asean source. | 

But, more importantly, Asean 
sources said, the US fears that direct 


military support for the non-com- 


munists might begin a chain of events 
that could lead Washington down the 
road to direct military involvement in 
Cambodia, a situation which has come 
to be known as the "Vietnam syn- 
drome.” However, the administration 
has informed Asean that it is willing to 
double its assistance to the resistance 
— bringing it, according to one esti- 
mate, to around US$15 million — but 
strictly for non-lethal procurement. 
State Department sources say that 
the supply of guns is not its top priority 
in improving the effectiveness of the 
non-communist resistance. More im- 
portant, they say, is recruitment, train- 
ing, 


ot 


new assembly will be able to function. 
smoothly when the Chinese: deputies - 
and the governor appointees gain a. 
majority say. D'Assumpcao said if. 
elected and if the assembly agrees, he 
would be happy to serve as chairman. 
But as one government official quip- 
ped: "It will be interesting to see whe- 
ther d'Assumpcao comes back as a dra- 


gon or as a mouse." 
A: for the other groups in the contest, 
they are either fairly sympathetic 
to government policies or are openly 
allied with the governor. All candi- 
dates shied away from discussing the 
February dissolution of the legislative 
assembly but argued that such ac- 
rimonious rows. are unlikely to recur. 
Most of them are running on.platforms 
of social, economic. and. cultural re- 
forms, including. making official the 
Chinese language. - 


wards purchasing arms for guerillas.” 
The word “fungible” can refer to a 
commodity, all or part of which may be 
used to replace another in the dis- 
charge of a debt. Washington bureau- 
crats dealing with Cambodia use the 
word to refer to funds which might ul- 
timately be used for purposes other 
than those officially stated. Official 
sources are reluctant to discuss how 
“fungible” aid is being provided to the 
Cambodian resistance forces, but it is 
believed to come from the CIA’s | 
covert-operation fund and channelled 


_to the resistance through a number of 
 Asean countries. Money earmarked for 


"humanitarian assistance," for exam- 
ple, is handed over to Asean countries, 
who use an equivalent sum from their 
own budgets to buy weapons and am- 
munition for the resistance. u 

Apart from the CIA money, US$5 
million in economic-support funds 
provided to Thailand by the US to help 
people affected by the war along the 
Thai-Cambodian border is believed to 
be another "fungible fund" meant for 
use by the resistance. Since the amount 
is a contribution to the Thai budget 
and no accounting is required by US 
law asto how it is used, the Thais could 
provide all or part of it to the resist- 
ance. 


T: US administration is less shy 
about talking of another type of as- 
sistance to the resistance, channelled 
through international. organisations 
such as the United Nations B 














































WIULISUTITQIIIÉE. wat Pomery; Fror: 
ment officials and community leaders 
deny the existence of any crisis of con- 
fidence. This may be due to the fact 
that China does not want the problem 
to be as openly aired as it has been in 
Hongkong. Recently the head of 
China's Hongkong and Macau Affairs 
Office, Ji Pengfei, told a delegation of 
Macau newspaper executives that too 
many reports on Hongkong's future 
are not good for the people of Macau. Ji 
reportedly told the newspaper execu- 
tives that the future of Hongkong was 
not their problem and asked them why 
they printed so much about it. 

The governor has said the aim of the 
electoral reforms is to provide for a 
more representative assembly. D'As- 
sumpcao questioned his sincerity, say- 
ing that if he really meant it, he should 
appoint five Chinese deputies, since 
the Chinese constitute 97% of the 
population. The truth is that neither 


importantly, of direct relevance to the 
resistance, our contributions to the UN 
Border Relief Operation and to the In- 
ternational ‘Committee of the Red 
Cross." 

While it has been known for some 
time that the Unbro fund has been used 
to feed Khmer refugees along the Thai 
border, including families of the 
Khmer Rouge — the communist fac- 
tion of the Democratic Kampuchea co- 
alition — and non-communist resist- 
ance forces, this appears to be the first 
time a senior US official has publicly 
admitted using a UN agency and the 
Red Cross for this purpose. 

In 1984 the US contributed US$11.3 
million to these two organisations. In 
the 1984 fiscal year ending in Sep- 
tember, the US has so far contributed 
US$8 million to Unbro and US$1.5 
million to the ICRC. It is expected to 
contribute a further sum in the forth- 
coming Unbro pledging conference. 

Informed sources said the US has 
also been helping the resistance by 
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the “prosperity and stability” of 
Macau. 

As one government official anxi- 
ously pointed owt, though the various 
groups contesting the election may not 
be up to scratch, it is significant that 
more than half the registered voters 
are under 30. If the government suc- 
ceeds in getting young people involved 
in future administrations, they may 
develop their own groups. 

However, the Chinese have long 
been politically apathetic. Even the 
present electoral reforms have been 
foisted upon them by the governor; 
they did not come about because of any 
spontaneous expression of popular 
dissatisfaction with the old system. 
Whether Macau people will have a 
quick change of heart and embrace 
democracy Macau-style is one of the 
few imponderables in this election. 

— EMILY LAU 


providing limited training to para- 
medics and radio technicians. The 
US is also believed to have helped the 
KPNLF produce propaganda material, 
including cassettes of anti-Vietnamese 
songs for distribution in Cambodia. 


p US first provided assistance — 
valued at about US$4 million — to 
the Cambodian resistance in 1982, when 
the Democratic Kampuchea coalition 
was formed. In fact, the promise of US 
material support was an important in- 
ducement in bringing the non-com- 
munist coalition factions, led by Prince 
Norodom Sihanouk and Son Sann, the 
coalition prime minister, together with 
the Khmer Rouge. 

However, the low level of US assist- 
ance, spent mostly on food, medicine 
and to pay for diplomatic representa- 
tion and propaganda for the Sann and 
Sihanouk factions, was resented by the 
Asean countries. It was considered to 
be a token effort, aimed at veiling 
Washington's reluctance to take an ac- 
tive role in supporting the resistance. 

US parsimony towards the resist- 
ance, and its distant posture, also stood 
in sharp contrast with the massive sup- 
port being given the Khmer Rouge by 
China. There was increasing concern 
among Asean countries that such lop- 
sided support for the Khmer Rouge 
would defeat the main objective of 
Asean's strategy — to build the non- 
communist resistance into a credible 
force so that Vietnam would agree to 
negotiate a settlement with them. 

During his trip to Washington in 
January, Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad urged 
Reagan to increase US support for the 
non-communist resistance, especially 
the Sihanoukist faction. On a visit to 
the US in April, Thai Prime Minister 

Tinsulanond also pressed for in- 


Lr. 


— —— 


creased US support for the resistance, 
And in early May, participants in the 
Asean foreign ministers’ meeting in 
Jakarta decided to make a collective 
plea to Washington for an increase in 
such assistance. This pressure and the 
need to respond to Asean during the 
post-ministerial Asean meeting with 
US Secretary of State George Shultz in 


early July, led to the review of US po- 


licy on the question. 

The reviewers reportedly favoured 
increasing non-lethal assistance but 
recommended staying clear of an 
military operations. Some CIA and 
Defence Department analysts are be- 
lieved to have called for US military 
assistance in order to develop the 
KPNLF and Sihanoukist forces into à 
credible political-military force. This 
would not only reduce the chance of à 
Khmer Rouge return, they argued, but 
also check growing Chinese presence 
and influence in Thailand, thereby 
avoiding the disaffection of Indonesia 
and Malaysia, who are especially con- 
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cerned about China's long-term inten-  - 


tions in the region. 
The main opposition to this seems to. 
have come from the State Department, 


m 


"i 
which. believes US military tment, 
ment would turn the conflict into an 


East-West conflict, and thus could 
only further complicate the search for — 


a political settlement in Cambodia. Of- 
ficials believe that, unlike in Central 
America where nobody but the US is 
willing to provide help to anti-com- 
munist forces, Asean has been success- 
ful in mobilising resources and opinion 
in favour of the Cambodian resistance, 
and that this makes direct US involve- 
ment unnecessary. 

State Department officials argue 
that countries such as Thailand and 
Singapore press for US military sup- 
port not because they cannot provide it 
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computerised registration of 
delegates, simultaneous translation 
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electronic microphone management 
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Whether you're planning a 
. meeting for 6 or 6,000, our full-time 
convention services director and 
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By Richard Nations in New Delhi 
o an outsider, India appears one of 
Asia's more secure countries. It is 
the pre-eminent power in the Sub- 


continent. It has one of Asia's opera- . 


tionally largest armies and a sophisti- 
cated defence industry. Its traditional 
enemy, Pakistan, was divided over a 
decade ago, and its relations with 
China — its only large neighbour — are 
friendly, if not warm. 

But the mood projected by official- 


dom in New Delhi, borders on para- 
noia. India is encircled, Prime Minister 


Indira Gandhi tells the country, by dis- 


tant foreign powers colluding with 


“anti-national elements” to  dis- 
member it. The crisis in the Gulf has 
provoked a "second cold wat" on 
India's doorstep to the west, the United 
States' 7th Fleet is on station an omin- 
ous three-days sailing from Bombay, 
Washington. is arming Pakistan and 
China, and the hour of the "Islamic 
bomb" is drawing closer. 





Mrs Gandhi has a knack for trans- 
forming threats to India — real and im- 


aginary — into electoral windfalls. 
And with parliamentary elections ex- 
pected soon, perhaps as early as Oc- 
tober, official charges of "foreign 
hands" stirring up trouble in Punjab 
and Kashmir reinforce the ruling 
party's underlying appeal to the his- 
torical insecurity of northern India's 
Hindus: only the Congress (I) — or, 
more to the point, the Nehru family — 
can hold India together. 

But India has been developing clas- 
sic symptoms of the national-security 
neurosis for more than a decade. Until 
Pakistan was defeated and divided in 
1971, the threat to India was specific 
and localised. But particularly since 
Mrs Gandhi's return to power in 1980, 
"threats" to the nation have become 
increasingly less specific and corres- 
pondingly more "global" and menac- 
ing. 

"The increasing militarisation of the 
land to our north and of the seas 
around our peninsula has increased 
our apprehension of danger," Mrs 
Gandhi told the Lok Sabha (lower 
house of parliament) in what passes in 
India as a policy statement on defence, 
“Great powers have global interests 
and these interests become our an- 


xieties. Even faraway events do affect 


us vitally." 


Words like these expand out of all. 
proportion because they rise, like | 





opposition does not chall 
| ment defence proposals 
ment, except to clar 
spending.. os ther 



















ment to help fill the void in publie. 
bate. | 
There is an ae of conscio 


tional debate on the nation’ s security. | 
An iron-clad taboo settled over de- | 
fence matters — even in inner govern- | 
ment circles — at the time of indepen- | 
dence when the generals were viewed | security, only eve by th 
with suspicion as potential contenders | inevitably. provoked by.anv 
for power. “I do not recall à single oc- | ing of the "American threat" 
casion during the past 31. years when | from Pakistan. Officials e 
problems of our country's security | t 

were discussed seriously ot in depth," | 
wrote P. N. Haksar, one of the | 
bureaucracy's most effective inside | 
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operators, after retiring in 1978 as the 

permanent secretary. in the prime 

minister's secretariat. ls 
| cotfident in pum exercise pre power. | lr 
| 1947 the Hindus inherited politica 
power for the first time in more t 
1,000 years, but Perge E 


or have things improved since. 
There has never been a white | 
paper on defence policy, and there | 
has not been one on foreign policy since | 
the 1962 border war with. China. The | 
le govern- 
in parlia- 
for higher 
o coherent 


unreal, ges ig t 
wars vat Pakistán ahd: one 

China, and successive waves of 
guage. ene i a ! 
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t India is moving in the opposite 
direction. The Indian armed forces 
F are an institutional holy cow 
EVIEW, 31 May) — virtually the last 
remaining — and public support for its 
modernisation is rivalled only by the 
eathless enthusiasm which swept 
he nation after India's "peaceful nu- 
lear explosion" in 1974. In itself, this 
eflects confidence that the democratic 


A onuestio ed ^ cbininented a leader 
ié opposition Janata Party, Inder 
il. “India's:obsession with history 
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two squadrons MiG2 


| sance aircraft. Indi a assembles under | 


licence Jaguars and Soviet MiG21s, 
23s, and 27s. And i March, visit- 
ing Soviet Defence Minister Dmitriy 
Ustinov offered India the production 
technology for MiG29s, which have not 
yet been deployed even within Warsaw 
Pact countries. 

In contrast toIndia's 740 combat air- 
craft, Pakistan's air force has about 
260 — more than half of them F6s, a 


i Chinese vérsion of the Soviet's vintage 


MiG19. At the modern end, Pakistan 
has 17 Mirage IIIs and eight F16s, with 
32 more on order from the US. Bal- 
ances in armour, artillery and war- 
ships similarly favour India. And yet 
each delivery of a single US F16 or 
Harpoon missile to Pakistan attracts 
sensational publicity in the Indian 
press. "All MODUS acquis by 
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writes the New Delhi- 
based defence s analyst Giri De- 
shingkar, “are assumed to have super- 
natural qualities almost like the magi- 
cal weapons used in the Ramayana and 
Mahabharata.” 
There is an inverted Parkinson's 

Law at work in the Indian public mind 


nu - the threat: expands to justify the. 


military modernisation budgeted to 
meet it — because military modernisa- 
tion has become an end in itself. "India 
should never walk into an interna- 
tional conference naked,"  Sub- 
rahmanyam says. The tangible attri- 
butes of power symbolise the” self- 
image of India today, as well as its 
claim to a prominent place in the inter- 
national sunshine of prestige and 
power. 
Mrs Gandhi 

India’s new self- 
by her style than 





her 
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Jdndias role as a ‘major: pow 


er, te Mrs: 
Gandhi reflects the generation of post- 
independent-India," commented an . 
opposition party leader. "The Indian | 
eliteis totally behind her." . : 
The power imperative has driven the 
psychological motor of the Indian 
Union from the dawn of independence, 
when the Congress party replaced the 
spinning wheel — Mahatma Gandhi's 
symbol for a Hindu arcadia -- on the 
newly designed national flag with the 
Chakra, the wheel of the third century- 
BC emperor Asoka, ruler of the only in- 
digenous empire eyer to unite the Sub- 
continent. To underline the point, the 
Chakra was flanked by two lions atop 
pillars, now also a national symbol. 
The Fabian socialists of Nehru’s 
generation put their faith in the Plan- 
ning Commission and its five-year 
plans to chart India’s course towards a 
strong state. Anglo-American liberals 
rushed to the support of India’s deve- 
lopment under the belief — shared by 
the Harrow-educated Nehru — that 
market forces and rationality would 
strengthen the secular character of 
modern (and therefore pro-American) 


India, hastening the decay of its an- 
| tediluvian Hindu culture. 


But the West has written Hinduism's 
obituary prematurely ever since Euro- 


pean Romantics first prophesised its in- 


evitable destruction by the industrial 
revolution in the late 19th century. For 
most Indians at the time of indepen- 
dence, however, the Planning Commis- 


"sion symbólised an ancient civilisa- 
tion's desire to get even with the West, 


in both senses of the term. Forced 
industrialisation, wrote Nirad Chaud- 
huri, one of India's most controversial 
authors, in 1962, "is now the policy of 
the Hindus to take revenge for dead 
European imperialism by adopting its 
technology and organisation. The idea 
was clearly and consciously formu- 
lated by modern Hindu thinkers at the 
end of the 19th century even before 
they knew anything about [Japan's] 
Meiji [Restoration]." 


hree decades of development and 

democracy have stirred village 

India out of the bronze age, rein- 
forcing rather «than diluting the 
Hindu character of the modern Indian 
state. Power is devolving from the 
Anglicised elite of the Nehru genera- 
tion to the sons-of-the-soil —the driv- 
ing force behind. the regional and 
religious agitations wracking India 
today — who seethe world through the 
incense and ee powders of Hindu 
ritual. 

Mrs Gandhi is a transitional figure, 
and she knows it. And even her bit- 
terest political enemies sympathise 
with the compulsions driving. her in re- 
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elor ng Societies. Nor is the Hindu 
esurgence seen to threaten the official 


eply rooted in the Hindu tradition of 
ie ance, Hinduism — more a code of 

ial conduct than a religion — is 
ompatible not only with its own be- 
iidering pantheon but, according to 
Brahmin, with devotion for 
uddha, Guru Nanak. and Muham- 

,Or anyone, else’ S prophet. 








the coercive social power of 
ditional Hindu tolerance which 


u sth does not dignity that which 
erates but instead subordinates it 
enforcing social inferiority within 
caste system. For the Hindu, South 
n Muslims, Sikhs and. other religi- 
iS minorities are low-caste converts 
r Central Asian migrants who arrived 
:the Subcontinent well after the 
'aste system had solidified. And it is 


indu, is. the bedrock of South Asian 


end i: "India aud. its 


oday. 
cer n presumption that modern India is 
he heir of Hindu civilisation. 
Paradoxically, it is the Congress, with 





chauvinist parties of the Right — 
which embodies Hinduism's cultural 
and territorial imperatives. 

SIUE Hindu organisations 
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cular character of the Indian Union, : 
nly. because secularism itself is 


his social and cultural cohesion. of, 
ndian civilisation which, for the 









There is an unspo- 


its emphatic insistence on secularism | 
and democracy — and not the Hindu. 
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bebind the ruling Congress' pledge to 
protect "national" Indian Muslims and 


| other minorities against Hindu com- 
| munalists. It also would restrict the 


Hindu vision of South Asia to India's 


contemporary borders, and thus do 


violence to íts mythological identity 
with the Subcontinent itself. 

"The unity of Hindu civilisation has 
never depended on political power," 
commented Deshingkar. "It is a cul- 
tural and mythological concept formed 
around a tradition of sacred rivers, 
places of pilgrimage, the 


numerable shrines scattered across the 


. Subcontinent,” many of which lie in. 
neighbouring countries. Moreover, in- 


stitutionalising Bharat would also in- 


directly confirm the two-nation theory 
— pressed by the Muslim League as the 








justification for Partition — that in- 
dian Muslims required Pakistan as a 
separate state founded 
and political power. 

his Hindu vision is re-surfacing 
nebulous- 
and non-alignment. 


“The international environment is 
hostile to the consolidation of democ- 


in Mrs Gandhi's India in à still. 
| doctrine. of manifest. 
destiny, cloaked in the modern idiom 
“of democracy 





War;... 1967 Indian and Chinese troops across the wire: interests and anxieties. 


on Islam; | 
which, unlike Hinduism, fuses religión" 


x 


racy in the Third World," says Sub- 


'rahmanyam, the person External Af- 
fairs Ministry officials point to as 
India's most authoritative expert on _ 


strategy. “There is a basic dissonance 
between India — a secular, democra- 
tic, pluralistic and multilingual society 
—~,and its neighbours, which are uni- 
lingual and, for the most part, neither 
secular nor democratic.” 

This implies a. mission civilisatrice 
for modern India to reform its neigh- 
bours. Its corolla 





y is ye “Indira a E 


. spillover,” 
' Western diplomat. ' 


g | | 
h Asia] and hence a right to inte 
vene in their internal affairs to protect 
itself from the potentially damaging 
said a New Delhi-based 
‘Moreover, if say Sri 
Lanka or Bangladesh do not choose to 
consult New Delhi, these countries have 
no right to bring in outside powers.” 
The assertion of South Asia as 
India's natural sphere of influence is 
disguised in the defensive language of 
non-alignment. A pillar of India's 
foreign policy is no foreign bases on 
South Asian soil — and indeed mini- 
mal "outside" influence — to exclude 
the superpowers. It is pressing also for 
the "demilitarisation" of the Indian 
Ocean as a zone of peace. New Delhi 
insists on "bilateralism" in dealing 
with its neighbours. It will only coop- 
erate in the Bangladesh-proposed 
South Asian Regional Council (SARC) 
if all decisions are unanimous, giving 


| India a veto to prevent its. six x neigh- 
bouring countries from “ganging up on 
India" in the SARC. 

This agenda — no foreign bases, de- 
militarisation and  bilateralism 
would leave India as the overwhelming. 
power in the region and undercut 
neighbouring countries’ relations with 
extra-regional powets. "We don't 
think in power terms," a senior official 
of the Ministry of External Affairs 
commented. “But there are certain na- 
tural consequences of geography, size, 


a 


-population and resources which make 


India pre-eminent. And yet some of our 
neighbours still. suffer from a parity 
syndrome." 


And Subrahmanyam ! explained: 


“There is no possibility of Sri Lanka 


doing anything militarily against 


India. But there is the possibility of 


[Colombo] going to the US, Israel or 


Britain for various kinds of assistance 
or training of troops. And if we permit- 


ted this it would give the wrong kind of 
ression t how far Colombo. can go 
ts! il pro 



























its : pretension of challenging Midian : 


supremacy... B A, .cut loose from its 
eastern anchor. in the Subcontinent, 


Pakistan then turned west and claimed : 


itself to be part of the resurgent Islamic 
world of the Middle East. 


o New Delhi, this new pretension 


dramatised by the theatrical | 
diplomacy of the then prime | 
minister Zulfikar Ali Bhutto — was | 


equally unreal, and an even greater af- 


| front to the Hindu vision ‘of South |: 


Asia's cultural unity. India's "Pakistan 


threat" was thus recharged with a new ` ^. 


emotional intensity, even as the coun- 


i try itself shrunk in size. Looking west, | 
- India sees itself as the only strong state | 


. along the whole Indian Ocean littoral, 
right up to South Africa, and assumes 
that India — and certainly not Pakis- 


" tan— should inherit the deposed Shah 


s | Indo-Pakistani war when he sent the 
| aircraft carrier €nterprise into the Bay 
of de as the sort of Lomee India 


Fe orim a substan 


: | Andaman and Laccadive island groups 






i ue-Water 
fleet: India's 200-mi- economic zone, 
offshore oil assets and the Nicobar, 





— not to mention the Pakistani Navy 


. of Iran's role as the regional power en- 9. 


2t forcing order. 


thing worthy of publicity to be done in 
the turbulent Gulf — such as providing 
pilots for Amer ican-supplied aircraft 


or troops to guard the House of Saud — | 


~~ But Islamabad was quick -— MÀ is 
feet, and whenever there has been any- 


the Pakistanis were on the spot, often | ,$ . 

with Washington's behind-the-scenes | © 

encouragement, and to India's chagrin. A hl 
Mrs Gandhi's belligerent posturing | 9 


recently has come under sharp attack 
from a sector of the Indian: intelligent- 


sia, challenging her to take up Pakis- 
tani President Zia-ul Haq’s offer to | 


negotiate a "no-war pact.” “For the 


first time, the foreign-policy consensus |. 
commented Inder | 


* 


has broken down, 
Malhotra, resident editor of the Times 


of India. *'The advocates of peace with 


Pakistan are those gaoled during the 


Emergency and never since reconciled 


to [Mrs Gandhi's] return to power." 
But the cultural imperative looms 

behind this debate as well. Islamabad 

wants to reduce military tension 


(hence Zia's proposal of a no-war pact) - 


but not dramatically lower the barriers 
to travel, cultural exchange, and com- 
‘munications, which is the thrust of 
"New Delhi's counter-proposal for a 


_ “friendship treaty.” The advocates of a 
“complete open-door friendship treaty | 


‘with Pakistan are banking on the 


we gravitational pull of Indian civilisa- | 


_ tion to draw Pakistanis back towards 
~~ South Asia. 


- When Indian officials —€— South IE 


Asia they look down their noses, but 
when they look beyond the region they 
: ae their eyes. iis independent 


es rt 
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and iubes identity of Indis 84 
much as the country's geopoliti 
terests. The Indian elite is acutel 
scious that — in a country wher 
lish is the lingua franca amor 
"major language groups — its 
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ations fall over themselves to play 
e role of China's great power patron. 
"his not only offends Indian pride but 
lamages its interests. Bringing China 
into the international community - 
the World Bank, Asian Development 
Bank, and the International Atomic 
Energy Agency — is often achieved at 
India's expense. 

Both China and India adopted simi- 
lar open-door policies, seeking access 
to high-technology. and modern 
weapons from the US. China benefited 
from a presidential-level 
oreakthrough; India is 

































stuck. in 


1982, the administration of President 
Ronald Reagan laid on an official visit 



















Mrs Gandhi in "e Do o of flatter- 
g the Indian ego, and the White 
use publici sed how well the presi- 
“likes” Mrs Gandhi personally. 
ut then Reagan likes everyone per- 
ally. In a presidential election year, 
Reagan goes to China; India gets a vist 
rom Vice-President George Bush. 








ndian attitudes towards the Soviet 
Union are equally ambivalent. 
B india needed Soviet backing to sup- 
Jort the assertion of its domination 
er the Subcontinent in the 1970s. 
jut the 1979 Soviet invasion of Af- 
shanistan introduced a new power fac- 
Or into India's sphere of influence 
hich Ped oinatals worry. Anou! 










toute to the enduring smoo ł 
| lo-Soviet Baw: The 





iv eanwhile, successive US T 


political 


ashington's bureaucratic logjam. In 
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“Bu O iet. society pane Very dow in: 
Indian hierarchy of civilised. 
ues, though ironically this may well 
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pta. 
ith which we can have the jest. possi- 
ble relationship.” 

The psychology gnderlying: India' S 
attitudes towards the two superpowers 
is summed up by the 19th century Ben- 
gali novelist, Bankim Chandra Chat- 


terji, commenting on the ambivalent. 


love-hate relationship between Indian 
intellectuals and their British colonial 
rulers which provoked the awakening 
of modern Indian nationalism. “Racial 
hatred and emulation run side by side, 
and it is to the existence of the hatred 
that we owe our efforts. to rival the 
English, up to a point," he wrote. “A 
progressive enemy stimulates pro- 
gress, a progressive friend encourages 
indolence. 

Nor do the tattered fortunes of the 
non-aligned movement reflect much 
glory on the leader of its current chair- 
man, India. Mrs Gandhi hoped to re- 
store the movement's former solidarity 
in the era of Reaganomics with a re- 
newed offensive in the North-South | 


. dialogue. But her 1983 United Nations 


India 
 de-sac. 
power is trapped within the Subconti- - 


speech — intended as a call to arms for 
developing countries — had little im- 
pact. In real life, even the Third World 
sees through India's power preten- 


sions. Thus New Delhi's diplomacy asa 
-would-be intermediary has proved ir- 


relevant in the Iran-Iraq war: India's 
chairmanship and its proximity to the 
war between two members of the move- 
ment failed to win its initiative more 
than acursory hearing even inthe UN. 
The power imperative is driving 
and South Asia — into a cul- 
India’s impressive military 


enim rats 


nent's own geography, and the nuclear 


| weapons or blue-water navy necessary 


to escape are too costly, either in politi- 
cal or economic terms. The Soviet con- 


nection has run out of steam and the 
opening to Western capital and high- 


technology has not really materialised. 
And the more India's ambition for 
world prestige is frustrated, the 
heavier it comes down on its smaller 
neighbours. 

But South Asia's convoluted politics 
conceal unexpected opportunities for 


¿Mrs Gandhi to achieve the very recog- 
Rition India longs for. Mrs Gandhi now 


personifies resurgent Hinduism's drive 
for power, but this gives her freedom to 
reshape its self-image. It took the US' 
most notorious X anti-communist, 
Nixon, to make the breakthrough to 


| China, and carry the country with him. 


By the same token, a dramatic opening | 


a Islamabad by Mrs Gandhi could 


"transform South Asia’s political and 










psychological landscape overnight. 
l But this would require vision and self- 





assurance on the E of a Pane cian 
who ò has made a ca oft 


jere ore the country 
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By Salamat Ali in New Delhi 

n her continuing war on Sikh mili- 
ftaney.in the northwestern Indian 
state of Punjab, Prime Minister Indira 
Gandhi now appears to have won a sig- 
nificant round in the political battle 
surrounding the restoration of the 
Golden Temple complex in. Amritsar, 
which was severely damaged in the 
army's assault on the complex on 3 
June. After wooing.a.minor dissident 
Sikh group to. act on her behalf, Mrs 
Gandhi initiated repair work on the 
ED and in doing so jolted the Akali 
Dal — a relatively moderate Sikh poli- 
tical party — out of its sullen refusal to 
consider beginning repairs until all 
security forces were withdrawn from 
the temple. ` 

Although Akali-government hostil- 
ity remains undiminished, the Akalis 
have found themselves in a quandary. 
They believe that if the government 
successfully completes the repairs, it 
may spell the end of the Sikh commu- 
nity's control over its holiest shrine 
and perhaps even over its own religi- . 
ous affairs. 

When the army stormed the temple 
complex to flush out Sikh terrorists 
who had long sought refuge there, it 
damaged several buildings, including 


. the. Akal Takht, the seat of Sikh tem- 


poral authority. Edicts issued from the - 


Akal Takht are binding on all Sikhs. 


The late Sant Jarnail Singh Bhindran- 
wale, leader of the Sikhs’ most militant 


faction, and his supporters had held 


out there to their deaths. The damage 
was caused by army artillery and rock- 
et fire used to erush the resistance. 

In the gover nment's drive to restore 
normaley in Amritsar and to apply. 
"the healing touch" as promised bv 
Mrs Gandhi, New Delhi wants the 
Akal Takht repaired or rebuilt before 
the temple complex is thrown open to 
all devotees, 

Going by its experience with other 
Sikh temples in Punjab, where repairs 
made by the government following 
army action were undone by devotees 
|i when the temples were re-opened, the 
government decided not to do the re- 
storation work, on its own. According 
to Sikh religious doctrine, the repair 
and construction. of.holy places must 
be done through the voluntary. con- 
tributions and labour of devotees. 

Sikh. temp 






les.in Punjab. have. ‘been 7 
administered SAT pd Bild. or- 








including priests. New Delhi had 
pleaded with the SGPC to organise the 


repair work to the Golden Temple, but 
under pressure from the Akalis the 
SGPC refused to consider the request 
until the army was withdrawn. But the 
government feared the Akalis might 
opt to preserve the damaged Akal 
Takht in its present state as a reminder 
of Mrs Gandhi's assault on the Sikhs 
and as a monument to the militant 
martyrs who died in its defence. 

Mrs Gandhi's next step was to send 
her emissaries, including a cabinet 
minister, to the octogenarian Sikh 
saint, Baba Kharak Singh, to undertake 
the repairs. The baba (an honorific 
Sikh title) has devoted his life to re- 
pairing and building Sikh temples, but 
he turned down the government's re- 
quest, saying he could do the job only 
at the request of his own community. 
The impasse was broken when New 
Delhi pressed 
into service Baba 
Santa Singh, the 
chief of a sect of 
Nihangs — the 
Sikh equivalent 
of the Knight 
Templars. 

Santa Singh is 
a supporter of 
Mrs Gandhi's 
Congress party 
and he has been 
used frequently 
to organise party 
rallies in Punjab 
and New Delhi. 
In December 
1975, when a 
hospital was 
built by Presi- 
dent Zail Singh, 
who was then 
chief minister of 
Punjab, the in- 
auguration cere- 
mony was per- 
formed by Santa Singh Earlier, Santa 
Singh had bestowed the title of Mahan 
Sikh, or Great Sikh, on Zail Singh. 
Santa Singh now heads about 300 
horsemen, armed with traditional 
weapons such as swords and spears, 
and some rifles. In addition, a group of 
200 followers serves the armed men. 


earing of Santa Singh’s arrival at 

the Golden Temple, the Sikhs’ five 
high priests issued an edict barring all 
Sikhs from repairing the temple prior 
to the army's withdrawal. When Santa 
Singh ignored the edict, he was sum- 
moned to appear before the priests and 
was excommunicated. Sikh historians 
generally agree that Santa Singh is the 
first Sikh to defy the Akal Takht's au- 
thority. Not even Maharaja Ranjit 
Singh, the most powerful Sikh king, 
was able to do so. When he was sum- 
moned to appear before the Akal Takht 
in 1835 on a charge of keeping a Mus- 
lim concubine, he had to bow to its au- 
thority and accept the priests’ penalty. 
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bash. 


Santa Singh, however, argued that 
the high priests were mere employees 
of the SGPC, that there was no Akal 
Takht now in existence anyway and 
that since he was chief of the Budha 
Dal sect of Nihangs — founded by the 
last Sikh guru, Gobind Singh, at 
the end of tha 17th century he is 
above the authority of the edict-issu- 
ing priests. He further argued that 
each time in the past when the Golden 
Temple was damaged by Muslim inva- 
sions, it was his sect that had carried 
out the restoration work. He said that 
once the repairs were completed, none 
would dare undo them because he 
would defend the buildings with arms. 
He added that he did not care much for 
the high priests, for “even Indira Gan- 
dhi touches my feet.” 

Mrs Gandhi, in her attempt to defuse 
the Akali Dal politically, has divided 
the Sikh community over the issue of 





Santa Singh's excommunication. With 
the support of some Sikhs, Mrs Gandhi's 
Congress party planned to assemble 
100,000 Sikhs, largely from outside 
Punjab, at Amritsar on 11 August to de- 
mand the annulment of Santa Singh's 
excommunication and to extend sup- 
port to his temple repair efforts. Giani 
Man Singh, high priest of Takht Patna 
Saheb in Bihar state 
holiest Sikh shrines — also is to hold a 
meeting of clerics and devotees to undo 
the edict. But Mrs Gandhi's success so 
far is among Sikhs outside Punjab; in 
Punjab, most Sikhs remain resentful. 
Under the protection and support 
of the government, Santa Singh started 
the repairs in mid-July. Volunteers 
sent by the Congress and its various 
front organisations, and from or- 
thodox Hindu organisations, have 
cleared the rubble away from the tem- 
ple complex. Marble carvers were 
brought in from Rajasthan — the 
source of India's best marble and mar- 
ble workers — to help with the work. 


one of the four 


Although the government says the 
repairs arein accordance with the Sikh 
religious requirement that they be car- 
ried out with voluntary labour and 
under the supervision of a Sikh religi- 
ous figure, the New Delhi-based pub- 
lic-sector organisation, the National 
Building Construction Corp., has sent 
100 engineers and hired the marble 
carvers to do the work 

A group of MPs from eight opposi- 
tion parties, after visiting the Golden 
Temple, told a press conference on 2 
August that the repair work was a8 
gross violation of law because under 
the Sikh Temples Act of 1925 no repair 
could be undertaken by anyone except 
the SGPC. They also accused the pros 
government media of misleading the 
public by reporting that thousands of 
volunteers were engaged in the repairs, 
They said that they saw only 20-30 peo 
ple removing debris and that those 
they did see told them they had been 
brought in by the Congress 


he Akalis are now hard put to exe 

plain how a Congress-supported 
baba, using voluntary labour to restore 
the temple, could be contrary to Sikh 
tradition and religion when they are 
supporting a similar effort being or- 
ganised by another baba. The Akalis 
also are concerned about New Delhi's 
veiled threats to wind up the SGPC asa 
legal entity and entrust Sikh temples, 
including the Golden Temple, to semi- 
official committees controlled and 
supervised by the government. The 
SGPC remains at the core of Akali 
power because of the huge amount of 
money, given as offerings at Sikh tem- 
ples, and the patronage and prestige 
that flow through it. The SGPC runs 
hospitals, educational and other social 
institutions, and is perhaps the biggest 
source of employment after the gov- 
ernment 

Santa Singh hopes to take control of 
Sikh temple administration, though he 
does not claim that he has been prom- 
ised control by New Delhi. He said on 
25 July that should the SGPC be 
abolished, he should manage all Sikh 
temples because his sect was assigned 
wardenship of the temples by the last 
Sikh guru, thus entitling it to one-tenth 
of the temple's total earnings. 

Santa Singh will need continued 
government protection to complete his 
task, and the army may have to remain 
involved as long as it takes to complete 
the repairs, estimated to take a few 
months. Mrs Gandhi told parliament 
on 25 July: “The sooner the repairs are 
over, the sooner the army will leave.” 
Since a return to normalcy is contin- 
gent upon coming to some understand- 
ing with the Sikh community, which at 
present is represented largely by the 
Akali Dal, normaley is unlikely to be 
achieved soon. And recently appointed 
Home Minister P. V. Narasimha Rao 
told parliament that there could be no 
negotiations with the Akali Dal until 
the restoration of normalcy o 






Husain Haqqani in Islamabad 
akistani authorities have asked 
Afghan rebel groups based in the 
rth-West Frontier Province capital 
f Peshawar to move out of the city. 
married Afghan refugees living in 
the city also have been ordered to move 
out, and landlords in the city of 
500,000 have been asked not to rent out 
premises to Afghan refugees without 
st checking with the authorities. The 
ve came after simultaneous bomb 
ts — said by officials to be the 
ork of the Afghan secret-police or- 


| either towns of Sadda and Chit- 


\ a prem ihe € Majlis-i-Shoora, 
r du S nominated quasi- e 


























T nt-con as a. “major. step. towards 
iplete Islamisation in Pakistan." 
tinder the draft law, the Islamic 


i 34 women. and. non-Mus- 
therepa: ration fora murdered 










and yon gisas and diy respec- 
as origi d Wee dle to the 


anisation, Khad — in Peshawar and » 


S amabad asks Afghan rebel groups sand refugees to move out of 
eshawar following bombings | in the city and two nogthern towns 


 lamists, who consider its implementa- 


: achieved ontheevidence of at leastt two 


request to move. Peshawar is said to 
have become unsafe due to Khad infil- 
tration of the Afghan groups based 
there. Officials said six Khad agents 
have been arrested during the past two 
months and about 50 over the past two 
years. The officials blame the unman- 
ageable size of the Afghan refugee 
population in Peshawar, said to be 
300,000, for the communist secret ser- 
vice's relative success in infiltrating 
Afghan organisations. 

Afghans are not the only targets of 
alleged Khad recruitment: Pakistani 
leftists also are alleged to be involved, 
both for ideological and nationalist 
reasons. Leftist Pakistanis resent the 


presence of Afghan refugees, whom 


they claim are draining the country's 
resources, and they are particularly 


"m 


opposed to the Islamic guerilla groups 
imperialist- į 
-little hope of positive results from the 





which they view as 
backed reactiona j 





The attack ör eenaa head-" 


quarters — described as the biggest 


committees, including a special com- 



































mittee combining all previous commit- | 


tees. But its implementation still de- 
pends upon final approval by the 
cabinet and President Zia-ul Haq. 

The gisas and diyat law has become 
something of a prestige point for Is- 


tion a test of Zia's commitment to Is- 
lamic reform. For the same reason, sec- 
ularists opposed to the law want to 
block what they see as a further ero- 
sion of liberal values in the country's 
legal system, The majlis approval of 
the law was far from unanimous, 
though the advisory body is required to 
reach a consensus in approving legisla- 
tion. Women and non-Muslim mem- 
bers walked out of the assembly during 
debate on the draft, and several alleged 
that the law had been approved with- 
outa quorum. | 

Critics say the law would make a 


| woman 's testimony worth half that ofa 


man in a murder càse because under its 
provisions, execution for murder could 
not take place unless conviction is 
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no ) conclusive evidence that ihe KGB | 
or Khad are behind the bombings. Dif- 


August. 


rights, lawyers have expressed concern 
-thatthe law would give sweeping pow- 
| ers to religious courts, which are to be 


result of. murde: 
compensatio 
woman rela 


ferences between the rebel leaders also 
could have been the cause of the at- 
tack, as some rebel groups have griev- 
ances against Hekmatyar's group, 
which they accuse of fighting them as 
well as the Soviets. 

Hekmatyar's supporters, however, 
rule out the theory that in-fighting be- 
tween Afghan resistance groups has 
resulted in bombings. "We wouldn't do 
that and risk losing Pakistani back- 
ing," said a source close to Hekmatyar. 

Afghan guerilla groups have been 

asked to leave Peshawar before, 
though previous requests were never 
made public. "It is probably not re- 
lated to the bombings but to the next 
round of Geneva talks," said a Western 
observer. "The Pakistanis probably 
want to repeat the message to Kabul 
that they want to control the mujahi- 
deen so that the regime of [President 


. Babrak] Karmal does not reject the 


possibility of a negotiated settlement." 
Observers, however, noted there was 


next round of talks, due to begin on 24 





established soon to provide speedy Is- 
lamic justice and which will not follow 
traditional legal safeguards embodied 


‘in the Anglo-Saxon-style legal system 


Pakistan inherited as a legacy of Bri- 
tish colonialism. 

Minister of Information and Religi- 
ous Affairs Raja Zafarul Haq said 
criticism of the draft law is based on 
ignorance and unfounded: fears. 
Women and non-Muslims could testify 
on an equal basis with Muslim men in 
murder cases under the law, and mur- 
derers could die on their evidence. The 
only difference was that qisas under 
Islamic law was possible only on the 
evidence of two male Muslim witness- 
es, while punishment awarded on 
other evidence would be categorised as 
tazeer, or simple penalty. . 

An Islamic scholar claimed that 


‘women were not losing anything as a 
result of the law. "They think they are 


being discriminated against, though in 


reality the discrimination is in their 


in loses amanasa 
gets twice the 
nan gets for his 
or the difference 
er, the same au- 
sterners it may 
semantics, but 
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When wasthe last time 


you had à choice of 
sleeping arrangements! 





Only Philippine Airlines offers you a choice of 
sleeping arrangements when you fly First Class on board 
our all-747 services to North America and Europe. 

We were the first airline to offer 14 full length 
Skybeds in our private Cloud Nine bedroom. Skybeds 
that are certified for landing and takeoff, and assure an 
uninterrupted rest all the way to your destination. 

Now, you have an additional choice of sleeping 
arrangements. New luxurious Siesta Seat recliners for 
those who prefer to move around between snoozes. 


Asia's first airline. | 


Skvbeds* if Siesta Seat” reciiners ivailat n 


As the first Asian airline to fly both t 
America and to Europe, we know how t 
with the total comfort you expect 
on a long journey. Now with an exclus 
sleeping arrangements. 

Next time you fly First Class to Nort 
Europe, book your preferred flying and s 
arrangements with Philippine Airlines 
the U.S. West Coast and the majo: 
There has never been a better choice 


A he I fly, 








but th 





Reservations: Your travel agent or Bandar Seri Begawan 23911, Bangkok 

251 4862, Bintulu 31351, Hong Kong (5) 242 367, Jakarta 365 008, Kota 
Kinabalu 52057, Kuala Belait 35391, Kuala Lumpur (03) 486 536, Kuching 
20977. Labuan 80042, Manila 854 655, Sandakan 42141, Singapore 737 3644, 
Taipei 581 4111, Tawau 72051, Tokyo (03) 667 7744 





apore where else 
e Shangri-La. 


In the heart of Singapore's lush, 
green splendour lies the Shangri-La. 
Set in its own Garden of Eden within 
this garden city. 

It is a paradise of beautiful 
blossoming balconies. Of well 
appointed rooms, impressive interiors 
and fine restaurants. Of superb 
recreational facilities, including tennis 
and squash. Of warm welcomes and 
thoughtful touches. Everything that 
puts the Shangri-La in the ranks of 
the world's top hotels. 


A ShangriLa hotel 


SINGAPORE 
A SHANCRI-LA INTERNATIONAL HOTEL 
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e TWO readers, S. R. Dasgupta of 
Singapore and 'SKT' of Petaling Jaya, 
Malaysia, recently purchased à 
made-in-Taiwan "Mini Straw-Pot” 
which would appear to be a mug- 
sized vacuum flask for children's iced 
drinks. The instructions for use, even 
with illustrations, are pretty well in- 
comprehensible: 


[ HOW TO USE: | ae 

«OPEN PLUG AS RIGHT ^ie » 
FIGURE, STRAW OUT 3CM Nu. 
AUTOMATICALLY 

e AVOID EYES CLOSING 
HOLE 

& PRESS THE STRAW INTO THE 
BODY AND TURN THE PLUG 
RIGHT TIGHTLY 


TO THE 








Another illustrated “Notice for 
Using” simply piles on the confusion 
— with such phrases as “Check plug 
tight or not before carry”; “One 
touch, straw out auto. Only for cold 
drinks (or ice)”; “Open plug and 
straw out auto by 30mm”; “Straw 
sticked to the inner of cover, turn left 
and open plug, straw out auto,” and 
finally, “Take off the plug as figure 
then put straw into pot and cover on 
body.” 
€ ANOTHER Taiwan product, a 
magic egg containing a miniature 
snake which swells in water, pur- 
chased by P. G. Willis of Ohio, also 
featured some curious instructions: 


MAGIC EGG 


Put the thing inside the Magic Egg into a clear 
water, it will be expanded slowly. 
1 — 3 hours, it will be expanded 20 times in 


the volume 


After taking Magic Egg out of the water, it will 
be shrinked slowly to the original size, for the 
repetition; it will be tor observation and admi- 
ration of the swelling 


Yet another Taiwan novelty line 
illustrated in a brochure put out 
by a company calling itself Queen 
Shine caught the eye of Wil- 
liam McCart of California. I have 
heard of musical greeting cards 
which play appropriate tunes, and 





these are produced by Queen Shine: 


Fully covered birthday cards, 
wedding cards. Mother's cards, 
lover's cards and christmas cards 
... etc., attached with timely 
music, will make you feel warm | 
in both senses of hearing and 
sight. 












The company also produces musi- 
cal key chains: 











Though small, they are matched 
with gentle music, It will give you 
much more warmth. 


.,. and musical stickers, though in 
neither case is it clear how the chains 
or stickers produce the tunes. But the 
blurbs are nice: 





In case the colorful pictures and 
sweet music of Musical Stickers 
are stuck on the monotonous 

doors, in the drawers, presents or 
even books, you will much enjoy 
the sense of beauth. 







At all costs, with or without music, 
one must preserve one’s sense of 
beauth. e 
e HONGKONG "S architects, usual- 
ly under developers' instructions to 
cram available sites with the maxi- 


mum floorspace, receive few 
plaudits, though there are some strik- 
ing buildings. Going up now is the 


21st-century statement that will be | 
| which looks like a multi-storey go- 


the Hongkong Bank's new head- 
quarters, though that is the work of 
British modernist Norman Foster (I 
still think that one of our best head- 
lines graced the report on the con- 
troversies raging round the enormous 
cost overruns of this building: Fos- 
















| e BUT the architectural 


ter's laager [REVIEW, 21 July '83]). 

[ very much hope that the laager 
will be as functional as it is good- 
looking: many of the buildings de- 
signed by Foster's fellow modernists 
are hated by those who work in them 
(the new history faculty building at 
Cambridge is being torn down, ap- 
parently because any remark made in 
one of the lecture rooms is completely 
audible in the others). 

I like the look of the new twin- 
towered Exchange Square which, 
though more conventional in design 
(facings in lustrous Italian marble), 
is also ultra-modern (under-floor 
trunking giving access to telephone, 
telex and data lines every few feet 
or so). The complex will feature a 
glassed-in piazza, complete with 
full-sized trees which are being flown 
in from Florida having gone through 
a process which conditions them to 
flourishing in air-conditioning! 
disasters 
still proliferate. The new Supreme 
Court building is an unmitigated eye- 
sore, fronting onto a mountain-side, 
turning its unwindowed posterior to 


|! the world. and with access roads so 





tortuous that only those with the 
labyrinthine mind of a tax lawyer or 
an appellate judge will ever find the 
entrance. Perhaps the architect 
wished to symbolise the fact that jus- 
tice is blind — and not easily obtain- 
able in Hongkong 

The worst excrescence, however, is 
the new Hongkong Club building, 


down (those who have been inside tell 
me the interior has all the character 
and atmosphere of an airport VIP 
lounge). The building's most in- 
explicable feature is a miniature bal- 
cony which juts out of the podium's 
facade like the drawer of a tov 
cashbox. It overlooks the war memo- 
rial, but is too tiny by far to accom- 
modate the club's committee on Re- 
membrance Sunday. Suddenly I had 
the answer: it is the Hongkong Club's 
preparation for 1997 — a miniature 
balcony all ready for a miniature 
leader. 








relationship between Indonesia 
nd. Papua New Guinea recently 
become the focus of attention in 
)30th. countries as well as interna- 
ionally, partly on account of the 
‘separatist movement calling itself the 
Organisation of Free Papua (OPM) in 
he common border area of the two 
ountries. The border area is difficult 
o reach, difficult to develop and dif- 
icult to guard, and along the 800-km 
der line there are only 40 marks or 
undary poles — some of which have 
sappeared. 

On the Indonesian side of the border 
mly in the northern part, near Jayap- 
ira, and near the southern part, 

ound Merauke, can a significant 

iber of inhabitants be found. At the 
re lies a high, mountainous area 
hardly any inhabitants. Gener- 
speaking, the inhabitants make 
living by hunting and collecting 








ist produce and so are migratory. 


same is true across the border in 
a New Guinea. There are family 
ionships among the tribes and 
y visit each other and do not con- 
r the border as a hindrance at all. 
ecent troubles have their roots in 
iorical and cultural differences, in 
balance in economic develop- 
and in geopolitical and 
ological factors which have 
ht about different perceptions of 
neighbouring country, either 


he Indonesian people vis-à-vis | 


of Papua New Guinea, or — and 
sularly — vice versa. The follow- 
gis an attempt to explain the matter 
rank manner with the needed sen- 
ity in order to establish a good and 
nal relationship between In- 
nesia and Papua New Guinea. Only 
ough candour can the problems be 
understood also by the people of Papua 
ew Guinea. 
ne problem is that history deter- 
mined that Indonesia became a colony 
of the Dutch, who, in the framework of 
ie0-colonialism, sought to retain Irian 
laya as their colonial territory after 
hey had to surrender all the other 
parts of the Indonesian territory at the 
d of 1949. In the mid-1950s there 
as an idea on the.part of both the 
Dutch and Australian governments, 
ough a refereridum, to unify the two 
rts of the island of Irian by forming 
n independent state. This promise, 
imong other things, has created an 
idée fixe" among some of the Papua 
New Guinea leaders and Australia to 
‘further create a solidarity of the 








‘Melanesian culture for the whole of the e | 


island of Irian. 
What transp 
Indonesia ma 








tic and militari pressure in 1963, to 
take back Irian Jaya, its sovereignty 
being sanctioned by an Act of Free 
Choice by the people of Irian Jaya 
under the auspices of the United Na- 
tions in 1969. As a result, efforts to re- 
vive the idea of Melanesian solidarity 
are illusory and may be dangerous for 
the future relationship of Indonesia 
and Papua New Guinea. Indonesia has 
its own principles and policies for 
maintaining unity and after going 
through a costly struggle will never 
allow another state to interfere in its 
domestic affairs. 

Papua New Guinea has a different 
history. It received its independence 
only in 1974, after some preparation. 
And it still receives abundant aid from 
Australia, being the largest. et 
of Australian aid. 

The cultural factor must also be con- 
sidered. Indonesia's culture is mul- 
tifarious and includes Melanesians, 
who are found not only in Irian Jaya 
but also in the Moluccas and East Nusa 
Tenggara. Those cultural elements 





Jusuf Wanandi is 
executive director of 
the Centre for 
Strategic and Inter- 
national! Studies, 
a Jakarta thinktank 
with close govern- 
ment ties. ~ 





have enriched the Indonesian culture. 
Although Papua New Guinea has a 
Melanesian culture, it does not follow 
that only Papua New Guinea can 
understand Irian Jaya. Since 1928, In- 
donesia has known the Melanesian 
culture as part of its own — that was 
when members of the Jong Ambon 
(Young Ambon) group integrated with 
the Indonesian nation through the 
Youth Pledge, which looked to the cre- 
ation of one unified nation. 



















hus, it stands to reason that differ- 

ences in culture do not constitute an 
obstacle in the relationship between 
. Indonesia and Papua New Guinea. On 
the contrary, the fact that the culture 
: of Irian Jaya is similar to that of Papua 
: New Guinea should strengthen the re- 
lationship between the two countries. 
What needs to be prevented is miscon- 
: ceptions about this. similarity of cul- 
ture, as once perceived by the Dutch 
and Australian Such misunderstand 
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 Guinea's 


Society and. the people of I Irian, aya | 





A third set of problems centres.on d 


unequal development on either side of . 


the border. Many. Papua New Gui- 
neans have visited Jayapura in the 
northern part of the border area, either 

as traditional transitory migrants or 
on occasional visits for shopping, re- 
creation and the like; in both cases 
drawn by the attractions of this now 
quite large centre; In the southern part 
of the border area, around Merauke, 
the reverse could happen in the future, 
with people from Irian Jaya moving 
across the border if the: Fly River cop- 
per mine is developed. . 

The possibility of. such migration led 
to the 1979 border agreement be- 
tween Jakarta and Port Moresby stipu- . 
lating that both sides would make ef- 
forts to balance development: of 
their border areas. In this way, large- 
scale migration, which could create. 
severe problems for both sides, would 
be prevented. ; 

In Irian Jaya, the border area is 
being developed, as is the entire pro- 
vince, the area being especially suità- 
ble for agriculture and settlement in 
the framework of the transmigration 
programme. Allegations that the deve- 
lopment of the border area is carried 
out merely for military or eee 
reasons ignore the fact that only a 
small part of the plains in irian Jaya 
can be cultivated. . 

A related problem to that of uneven. 
development in the border areas: is 
that, in the wake of Papua. New 
independence, there were 
worries among Indonesian leaders that 
the new nation's economic develop- 
ment might far exceed that. of Irian 















Jaya, which in turn would bring.ten- 


sions between the two territories.. 
Those worries: have rather subsided 
now, partly because of stagnation in 
the Papua New Guinea economy. Of 
greater importance has been the abi- 
lity of the Indonesian Government to 
allocate increasing resources for the 
development of the eastern regions, in- 
cluding Irian Jaya. At the same time, 

expectations in Irian Jaya should not 
be unrealistic. 

Resources must be allocated nation- 
wide and Irian Jaya.is a difficult area 
to develop. Hence, an integrated deve- 
lopment: programme for Irian Jaya 
should be formulated so that the utili- 
sation of the limited resources can be 
efficient. and effective. Furthermore, 
development in Irian Jaya should not 
only be viewed from an economic 
perspective, but also from the angle of 












transmigration areas will be natives of 
Irian Jaya, great flexibility will be 
needed in the implementation of the 
programme since the people of Irian 
Jaya are not used to agriculture. Their 
livelihood consists of hunting and col- 
lecting forest produce. They roam 
about. Accordingly, the piece of land 
needed will certainly be more than the 
2-3 ha provided for agriculture. To ex- 
pect that they may directly change 
their way of life seems to be asking too 
much and may cause social and 
psychological tensions among them 
which may lead to new problems in the 
future. 

Thus, Irian Jaya cannot be de- 
veloped overnight. On the other hand, 
if there are views suggesting that the 
people of Irian Jaya should be left 
alone, those views fail to take account 
of the changes which have already 
taken place. The main problem is how 
to develop the region while keeping in 
mind local traditions and the many 
other factors, in order that economic 
growth and development could really 
be beneficial to the people. 


lso, there is the fact that Indonesia 

and Papua New Guinea are of dif- 
ferent sizes and play different roles in 
theregion. Indonesia, with its strategic 
position, large population and territ- 
ory, its raw materials, satisfactory 
growth rate and good prospects, is 
looked on by many as a medium power. 
Papua New Guinea is a small country 
sharing a border with one of Indonesia's 
provinces, Irian Jaya. These geopolitical 
factors have led Indonesia to pay 
greater attention to the northern part 
of Asia, which is seen as a possible 
source of conflicts which might 
threaten the peace and order of the re- 
gion as a whole. 

It is understandable, therefore, that 
in its foreign policy Indonesia does not 
place high priority on Papua New 
Guinea. But for Papua New Guinea, 
Indonesia and Australia are consi- 
dered the most important and influen- 
tial neighbouring countries — ones 
which have great influence on its 
foreign policy. All these factors, when 
combined with mutual ignorance and 
misperception, might aggravate the 
misunderstanding between Papua 
New Guinea and Indonesia. 

It is understandable that there are 
some political leaders and several 
members of the intelligentsia from the 
Papua New Guinea University in Port 
Moresby who openly support the OPM 
and provide a strong sense of Melane- 
sian solidarity against "Javanese col- 
onialism. " 

Not only did such people harbour the 
dream,of a unified island; they grew 
still more wary of Indonesia when, 
under the Old Order government, 
Jakarta, having taken over Irian Jaya 
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from the Dutch, launched its policy of 
Confrontation against Malaysia. The 
subsequent integration of East Timor 
into Indonesia has been entirely mis- 
understood and considered as an anne- 
xation of that territory by Indonesia. 
Such feelings of suspicion have been 
aggravated by a lack of understanding 
of Indonesia's policy and attitude to- 
wards Melanesian culture, by a feeling 
that Indonesia is somehow against this 
culture and is making efforts to get rid 
of it. One of the issues that has been 


Suharto in Irian Jaya after Act of Free Choice, 1969: emphasis on stability. j 


exploited by those who are anti-In- | 
donesia is that transmigration from | 


Java will mean an occupation of this 
EF —— ADDERE WAR MEER aoo 


€ It is understandable that 
there are some political leaders 
and several members of the 
intelligentsia ... who openly 
support the OPM and provide a 
strong sense of Melanesian 
solidarity against “Javanese 
colonialism.” 9 
Lon p 


territory and a conquest of the local 
population. In the context of the deve- 
lopment of Irian Jaya, however, trans- 
migration is an appropriate program- 
me, and is not based on any military 
strategy. If the transmigration area is 
located near the border between the 
two countries, the only reason is that 
this area is suitable for agriculture 

It is true that Indonesia is considered 
to be a medium or regional power, but 
it need not be a threat to any country. 
On the contrary, it may be a stabilising 
factor in the region. If under the Old 
Order Indonesia had some excessively 
nationalistic elements, then it has now 
entered a new phase of development. 
For this, Indonesia needs a stable re- 
gion and hence good relations with 
neighbouring countries. 
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Indonesia will continue to foster its 
interdependence with other countries, 
particularlv in the Asia Pacific region 
President Suharto himself is a moder- 
ate leader, putting great emphasis on 
regional stability. Meanwhile, there 
are four ways in which relations be- 
tween Jakarta and Port Moresby can 
be improved. First, there should be 
greater understanding between the 
two countries of each other's national 
characteristics and policies 

It should be admitted that there are 
few people in either country who really 
have much knowledge about the situa- 
tion in the other country. To overcome 
this state of affairs, exchange visits by 
social and national leaders and of in- 
formation through the mass media, 
conferences and so on is greatly 
needed. There are two things which 
should be taken into consideration 
One is an exchange of students and 


| scholars of various disciplines; the 


other is an exchange of correspon- 


| dents. The former is needed to deepen 


and broaden knowledge of the other 
culture, nation and country. The latter 
is needed to build an accurate and har- 
monious public opinion in such a way 
that neither country depends for itsin- 
formation only on sources provided by 
Australian and other Western news- 
agencies 

Secondly, as the border problem has 
become a sensitive issue for both coun- 
tries, border cooperation through the 
Joint border committee and the na- 
tional committee should be conducted 
more actively so that a "crisis-man- 
agement committee" 1s established to 
prevent any strains and  misun 
derstanding between the two countries 
in the future 

For Papua New Guinea itself, the 
most critical issue is illegal border 
crossing, which might create serious 
tensions on its territory. The pursuit of 
OPM forces who flee to Papua New 
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ae from out- 
! ore, the question of 
M lanesian culture i is not a problem for 
esia, and should not be made a 
oliticalissue. = 
Transmigration is part of the prob- 
em of development for Irian Jaya in 
the framework of national develop- 
ient. It will be carried out with flexi- 
ility and.sensitivity, so as to benefit 
ie people of Irian Jaya and to promote 
ility on the border area with Papua 
uinea. Also, this joint border 
e should develop along a 
e as that between Malaysia 
ndonesia, for instance, which is 
jable not only of creating stability in 
jorder areas, but also of promoting 
al trust so that cooperation in 
ous fields can be fostered. 

















d thirdly, technical cooperation 
bk can be an important factor in creat- 
‘ mutual understanding and inter- 
ependency and should be developed 
her. Finally, the idea of inviting 
pua New Guinea to become a 
ember of Asean should be consi- 
ered. For some time, Papua New 
uinea has been routinely invited to 
annual meetings of the Asean 
reign ministers. But to stabilise rela- 
ons between Indonesia and Papua 
ew Guinea, and at the same time to 
ablish a link between Asean and the 
h Pacific Forum, it would be bet- 
Port Moresby were invited to join 





[t is clear that charges of border vio- 
ons and the problem of refugees 
Irian Jaya have created strains 
tween the two bordering countries. 
t because Indonesia’s relations with 
'apua New Guinea are not yet on a 
trong basis due to certain prejudices, 

there are certain exaggerated reac- 
tions in Papua New Guinea. Although 
he government of Prime Minister 
Michael Somare has made efforts to 
overcome these problems, the be- 
haviour of Papua New Guinea Foreign 
Minister Rabbie Namaliu, who suggest- 
id in Jakarta recently that he could 
: Indonesians "understand" 


:egative opinion in Indonesia about 
?^apua New Guinea. 

Therefore, in order to promote better 
relations between Jakarta and Port 
Moresby, continuous efforts are need- 
'ed toovercome present misunderstand- 


ing the relations between the two coun- 
tries for the years ahead. To this end, 
Indonesia should always: be patient 
frank, farsigh ute 





ing and to lay down a basis for improv- 


but. 































































| Malaysia and Singapore v went their own ways two ` 
decades ago, but common interests remain 


By V. G.K ulkarni in Singapore 


n August 1965, Singapore's Prime 

Minister Lee Kuan Yew, announcing 
his country's ousting from Malaysia, 
wept bitterly in front of TV cameras. 
Apart from the trauma of separation, 
Lee reportedly wept for the minority 
Chinese left behind in Malaysia. He 
does not weep for them any more be- 
cause the Chinese there have not only 
survived, but havethrived in the Malay 
milieu and built up stronger business 
ties with their brethren in Singapore. 

In 1970, in the wake of racial riots in 


Kuala Lumpur, Prime Minister Datuk © 
Seri Mahathir Mohamad; then a Malay - 


politician in limbo, wrote in his polem- 
ical thesis, Thé Malay Dilemma: “In 
the Malay archipelago, [a Chinese] 
Singapore stands out like a sore thumb 
. Singapore's progress and prosper- 
ity must depend on, indeed must be at 
the expense of, her neighbours." In De- 
cember 1981, when Mahathir visited 
Singapore as his country's prime 
minister, he rejoiced over the prosper- 
ity of Singapore and added: "Singa- 
pore's economic and social successes 
could not but be a model for Malaysia 
rather than an object of envy." 

Relations between the two countries 
swung from euphoria in the early 
1960s in anticipation of merger to ill- 
concealed hostility after the 1965 split. 
Even the formation of Asean in 1967, 
after Indonesia had ended its Confron- 
tation with the Malaysian federation, 
merely patched up relations on the sur- 
face but did little to bury the unsavoury 
past. .. 

The uneasy relationship i in the 1970s 
continued to be influenced by linger- 
ing mutual suspicions. But by the early 
1980s it was time again for reconcilia- 
tion and some enhanced cooperation. 
To some extent, the separate existence 
of the two states had healed past 
wounds. More important, some over- 
riding mutual fears had been shown to 
have been misplaced. For instance, 
some Malaysians had long seen Singa- 
pore as the home of an ethnic Chinese 
fifth column which could destabilise 
their country. And there was no dearth 
of chauvinistic Singaporeans, who, 
surrounded by a vast Malay and Is- 
lamic milieu, felt insecure. 

Singapore's past has been so closely 
linked with the Malay hinterland that 
in the mid-1960s there were doubts 
about whether the city could survive 
as an independent entity. In the event, 
Singapore not only succeeded in build- 
ing a national identity but create a 








fifth column in Singapore, the island 
republic was forced to: make common 
cause with Malaysia against a com- 
munist insurgency dominated by 
ethnic Chinese. As leaders from both 
sides of the Johor Straits have put it, 
the two countries have come to realise 
that there is little scope anymore for 
dark suspicions of each other's inten- 
tions. 

While the faint beginnings of such a 
realisation had been noticed in the late 
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1970s when Datuk (now Tun) Hussein 
Onn was prime minister of Malaysia, 

the real breakthrough came after 
Mahathir took over the reins in Kuala 
Lumpur in 1981. Before the year was 
out, Mahathir had paid an official visit 
to Singapore. Lee returned the favour 
with a visit to Kuala Lumpur in 1982, 
his first visit to the Malaysian capital 
since the 1965 separation. 

Since then bilateral ties have pro- 
gressed rapidly. Hardly à week goes by 
without an official delegation from one 
country visiting the other. These 
events are no longer covered by the 
media as international happenings, 
but merely as routinet -upstoa 
reed policies. The cooperation betwe en 
the two countries today ranges from 
industrial investment and transport to 


tourism and defence. 
A major factor bolsteríng such co- 
operation is the development of 
personal relationships between the po- 
litical leaders and the civil servants of 
the two countries. Quite apart from the 
fact that political problems existed in 
the 1960-70s, Lee was decidedly un- 
comfortable in dealing with Malaysia's 
founding fathers, men of aristocratic 
background who brought a subtle, in- 
direct approach to negotiations. In 
Mahathir and Datuk Musa Hitam, Ma- 
laysia's deputy prime minister, Leehas 
found a new generation of Malay lead- 
ers, men who have risen from the 
grassroots, who talk straight and 
tough, and who make quick decisions 
— the kind of people Lee can relate to. 
It thus came as no surprise that Lee 
began cultivating Mahathir when the 
latter was elevated to deputy prime 
minister — or heir-apparent — under 
Hussein. | 
Many of Singapore's olde politi- 
cians and bureaucrats were either born 
in Malaysia or have close family ties 
there. And. meer. grad leaders, 
























The Lockheed Hercules is one of the most 
remarkable and versatile aircraft in the history of 
aviation, produced in 45 different models for 
more than 50 nations. 

It's a photo-mapping plane, a tanker, a 
search-rescue plane, ski plane, maritime patrol 
plane, mercy-mission plane, commercial air- 


freighter, troop carrier, forest fire fighter, military 


cargo carrier, and more 
While the world has been busy finding new 


uses for the Hercules, Lockheed has been finding 


= Lockheed Hercules 








ways to improve It. 

Since it first flew, its range has been 
increased 52%, its payload 22%, its engine power 
20%, its cruise speed 11% and its structural life 
increased significantly. 

The Lockheed Hercules. No telling what it 
will do next. 

Contact Director of International Marketing, 
Lockheed-Georgia Company, Zone |, Marietta, 
GA 30063, U.S.A. Telex: 542642, Lockheed 
Mara. 





and civil servants in 
either Singapore or 
Malaysia have such 
- bonds. Asa result, a 
- major effort is being 
= made to build up 
_ personal contacts 
| among middle- 
= ranking leaders on 
- each side -of the 
Causeway. | 
Today itis not un- 
— common for civil 
— servants to discuss 

details of bilateral 

issues — once a po- 
- licy decision has 
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_ beenagreedupon— |! ^ 

= with i TEP 

= with their counter- UIT 
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—— Johor Straits on the)?" 
_ telephone, dispens- 
_ ing with the cumbersome formalities of 
protocol. As one Malaysian official told 
— the REVIEW: “When I am in Singapore, 
_ whether on business or on leave, I am 
k encouraged and even required to liaise 
— informally with my opposite number 
there.” As a Singaporean leader put it: 
“We want our ranking police and cus- 
‘toms officials to be on a first-name 
2asis with their counterparts in Malay- 
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hile close cooperation between 
| customs and police authorities has 

gone on unabated, even through the 
years of political turmoil, it will be 
- sometime before lower level officials of 
- Other departments follow suit. How- 
- ever, the Mahathir-Leerapprochement 
. of the early 1980s has already set the 


- Stage for cooperation in many areas 


- and solved some problems left over 
_ from the previous decade. 







__ After Lee's trip to Kuala Lumpur in 
August 1982, Malaysia agreed to sell 
some land owned by the Malayan Rail- 
way to Singapore, which needed it for 
an expressway along Keppel Harbour; 
Singapore will pay for the construc- 
tion of railway facilities on another lo- 
— cation. The land issue had been aired 
l for some time, but once the issue was 
agreed in principle, the follow-up ac- 
tion was accomplished in short order. 
— The border along the Johor Straits 
between the two countries had re- 
mained undemarcated since separa- 
tion, but Singapore has accepted a Ma- 
laysian proposal outlining the mod- 
alities governing the demarcation. 
Pulau Batu Puteh, also called Pedra 
— Branca, a tiny islet on which nothing 
but a lighthouse stands, was handed 
over to Singapore by the departing 
British, but has since been claimed by 
Malaysia. The dispute centres on whe- 
ther the then sultan of Johor ceded the 
islet to the British. The two sides have 
agreed to abide by a decision based on 
historical and legal evidence, which is 
being jointly researched by the two 
foreign ministries, - 
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Navigation in the Straits of Malacca 
has been of great concern to Malaysia, 
particularly insofar as pollution and 
other environmental hazards are con- 
cerned. Singapore's interests are more 
attuned to protecting sea traffic feed- 
ing the entrepot status of Singapore. 
The two sides have agreed to take into 
account each other's interests in reg- 
ulating the use of the waterway. 

Similar cooperation to emphasise 
the complementarity of the relation- 


ship has taken hold in aviation and: 


tourism. The two national airlines now 
share equally in the Singapore- Kuala 
Lumpur passenger traffic, with almost 
hourly shuttle services. Resorts in 
Singapore and Malaysia are being 
jointly promoted as destinations for 
tourists. Shared flights are being of- 
fered to several such holiday spots in 
Malaysia, with Singapore acting as a 
stopover. Faced with a dwindling 
tourist interest in Singapore, which 
has little more than shopping to offer, 
Singaporean entrepreneurs have 
shown keen interest in jointly develop- 
ing Malaysian tourist attractions. 

At the governmental level, Malaysia 
has sent several delegations to learn 
from Singapore's successful public 
housing programmes and some aspects 
of educational planning. Training of 
administrative staff is another area of 
cooperation which has progressed con- 
siderably. 

Meanwhile, plans are being drawn 
up to develop jointly the water re- 
sources of Johor state adjoining Singa- 
pore. Johor has been supplying fresh 
water to Singapore since 1927 under 
an agreement signed between the then 
sultan and the British authorities of 
Singapore. The deal was renewed in 
1962 and Singapore currently takes 
250 million gallons and sells some of it 
back to Johor after treating it. In re- 
cent years the growth of industry in 
Johor has put considerable strain on 
the state’s water supplies. However, 
Malaysia has assured Singapore that it 
will abide by the contract, and Singa- 









pore's keenness in helping to tap more 
water in that state has contained the 
potential problem. 

Natural gas is another vital resource 
Singapore will be drawing from Ma- 
laysia before long. Malaysia will be 
supplying 150 million ft? per day, or 
some 50% of Singapore's natural-gas 
requirements for power generation by 
1990. The gas is to be piped from 
offshore Trengganu on the east coast of 
Malaysia through Johor. Malaysia will 
incur the cost of building the pipeline, 
which also is to supply some of the west 
coast states on the Malaysian penin- 
sula. | 

Extending the interdependence of 
the two economies is Singapore's deci- 
sion to phase out labour-intensive, 
low-technology industries. Primary 
industries such as fishing and farming 
have long been phased out from the is- 
land state. Recently Singapore has also 
decided to do away with its piggeries, 
some of which had been encouraged 
since the late 1960s as part of a na- 
tional self-sufficiency programme. 
Many of these will be relocated in 
neighbouring Malaysia. Several Ma- 
laysian states have also sent delega- 
tions to attract other existing labour- 
intensive industries from Singapore. 
Last year Singapore businessmen in- 
vested some M$32 million (US$13.7 
million) in 65 small projects in Malay- 
sia. Although Singaporean investment 
in Malaysia declined in 1980-82, the 
trend is encouraging, and Singapore 
could well emerge as the leader in 
small-scale foreign investments in Ma- 
laysia in coming years. 


CM in defence, despite the 
1965 split and the ensuing political 
hostility, has continùed, initially be- 
cause of the British security umbrella, 
and, since 1971, due to the Five-Power 
Defence Arrangement (FPDA) which 
links Britain, Australia, Néw Zealand, 
Singapore and Malaysia for the com- 
mon security of the two Asean 
partners. Although ground defence is 
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left to the two countries themselves, air 
defence is integrated under the FPDA. 

Singaporean officers have been 
trained in the Malaysian Staff College 
since 1974, and this year a Malaysian 
officer joined the Singapore Staff Col- 
lege as a student-officer. The Malay- 
sian army's combat training centre at 
Pulada in Johor received its first 
Singaporean officer for training this 
year. Visits by army brass to each 
other's installations have occurred 
from time to time. Most recently, Brig.- 
Gen. Lee Hsien Loong (then colonel), 
the third-ranking officer in the Singa- 
pore Armed Forces (SAF) and the 
prime minister's son, visited Malaysia 
amid much publicity. Generals in 
Kuala Lumpur were keen to meet and 
size up the 32-year-old Lee, the fast- 
est-rising star in the SAF. 

However, the old guard among the 
top brass who worked together before 
1965 have maintained close contacts. 
For instance, Tan Sri Gen. Mohamad 
Gazali Seth, the Malaysian chief of the 
defence staff and Maj.-Gen. Winston 
Choo, the SAF chief of staff, served in 
the same regiment in the early 1960s. 
Informal ties among service personnel 
will be nurtured further as Singapore's 
soldiers go for rest and recreation to 
Malaysian resorts such as Port Dickson, 
where the SAF has bought property. 

There is long-standing cooperation 
between the two sides on search and 
rescue operations for ships and air- 
craft in distress, both civilian and mili- 


tary. SAF aircraft on manoeuvres are 


allowed to fly into Malaysian airspace 
covering nearly half the peninsula; all 
that they need to do is to inform their 
counterparts in Malaysia beforehand. 
Recently, Malaysia even agreed to the 
refurbishing in Singapore of the A4 
Skyhawk fighters Kuala Lumpur is 
buying from the United States. Al- 
though this was made out to be a com- 
mercial affair between the US manu- 
facturer and the government-owned 
Singapore Aircraft Industries, such 
permission by Kuala Lumpur would 
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PDA's joint air and naval exercises 
have not only enhanced the level of 
training of the forces of the two coun- 
tries, but also provided a semblance of 
credibility to the multilateral security 
umbrella. In June, Malaysian fighters 
operated from Simgapore's Paya Lebar 
airport in an exercise involving dog- 
fight manoeuvres with Singaporean 
aircraft, the first exercise of its kind 
since 1965. A joint naval exercise at the 
end of July consisted of ships solely 
from the two countries. 

However, it is worth noting that all 
such exercises have been held under 
the auspicies of the FPDA. Although 
the two countries have regular bilat- 
eral exercises with other Asean forces, 
they have not had any of their own. The 
last time Singaporean land forces op- 
erated on Malaysian soil was in 1971, 
when a Singapore infantry battalion 
formed part of a British brigade in an 
exercise to test the logistical capability 
of the combined forces. Land-scarce 
Singapore has acquired field-training 
facilities in places as far flung as 
Brunei, Taiwan and Australia. It even 
has three jungle training camps in 
Thailand, but none in nearby Malay- 
sia. The prospect of large numbers of 
ethnic Chinese troops from Singapore 
roaming the Malay countryside is con- 
sidered so sensitive that the issue has 
not even been raised by the two sides in 
their deliberations. 


W edged in between Malaysia and In- 
donesia, Singapore does not have 
enough territorial sea to justify a blue- 
water navy. Nor does it have sufficient 
land area to wage land defence in 
depth. Nevertheless, after 1965, Singa- 
pore went about creating a well- 
trained armed force and an arms in- 
dustry, generating doubts among its 
neighbours over its intentions. In the 
improved political climate these 
doubts have been eased. But in the 
event of relations turning sour at some 
stage, the potential for  misun- 
derstandings is all too apparent. 

Last year, Singapore decided to buy 
four E2C radar-equipped aircraft with 
an air-surveillance capability of 200 
mi. The conventional wisdom on both 
sides today is that in the event of an ex- 
ternal threat, the defence of the two 
countries is indivisible. In such asitua- 
tion the "spy-in-the-sky" aircraft 
could work for joint defence. Malaysia 
is already building an extensive radar 
network to cover its national airspace. 
While the integrated air-defence sys- 
tem will be bolstered by these moves, 
the question of sovereignty over na- 
tional airspace is not easy to resolve. 

The two countries have been locked 
into a similar sovereignty issue in the 
civil-aviation sphere. All international 
airline traffic arriving or departing 
from Singapore flies through Johor 
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airspace, which is controlled by Singa- 


pore's civil-aviation authorities under 
a joint agreement with the Interna- 
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five years' time and Malaysians have 
been seeking to take over control of the 
Johor flight information region. But 
Singapore has maintained that Malay- 
sia lacks the technical and manpower 
skills to take on the job. Once Malay- 
sians develop that capability, it will be 
hard for Singapore to deny the Malay- 
sian claim. 

Even the present complementarity 
in the economic field between the 
countries is in danger of entering a 
competitive stage in the next couple of 
decades. Currently, about 32% of 
Peninsular Malaysia's external trade is 
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routed through Singapore. Once Ma- - 


laysia develops its industrial base and. 
the communications and trade infra- 
structure, Singapore stands to lose 
that share of Malaysian trade. So far 


Singapore has managed to maintain its — 
edge by staying a few steps ahead of — 


Malaysia and Indonesia 

The fear of these two countries 
catching up by the end of the century 
has been voiced by Singaporean lead- 
ers, leading to the current emphasis on 
high-technology industries such as 
avionics, informatics and bio-technol- 
ogy. But given Singapore s limited uni- 
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versity-educated manpower pool, itis — 


doubtful whether the high-tech sector 


could sufficiently replace the existing ~ 


industries, which mainly serve as com- 
ponent suppliers to Western multina- 
tionals. 


"The Number One 
Pizza Franchise" 
Rated in “Top Ten of all 


U.S. Franchises 
(Entrepreneur Magazine Jan. '84) 


Over 700 Inns in U.S.A., 
Far East, Middle East 
and Africa 


Pizza inn 


For licensing information, contact: 


Franchise Development 
Pizza Inn, Inc. 

2930 Stemmons Freeway 
Dallas, Texas 75247-6103 
Tel: (214) 638-7250 
Telex: 730 169 























det to Public Morals: Writers and 


hese Navy, mp nd by Dart- 
th-trained officers, humiliated 
cand launched Japan on the 


ben PUE at jd S ie 
h schools pondered Shakespearean 
nzas; Goethe had as much currency 
ucius; baseball was the fastest- 
ring college sport; coffee was edg- 
in on tea in sophisticated circles, 
.beef, pork and dairy products 
| entering the diet — Buddhist 
scriptions notwithstanding. 

"here were limits, however, to 
jan's tolerance of Western imports, 
Rubin, professor of Japanese liter- 
ure at the University of Washington, 


udy of the relationship between writ- 
and the Meiji state. The scope of the 
is in fact much wider than the 
'ould indicate. Four chapters are 
ted to a survey of the period be- 
n the Meiji emperor's death in 
Mand 1945. And, in addition to 
ers, the author also relates the dif- 
y artists had in escaping the in- 
asingly heavy-hànded apparatus of 
te control. 
iki Kuroda, a  Paris-trained 
painter who is credited with introduc- 
‘Impressionism to Japan, stands as 
a symbol of this difficulty. In 1895, 
Kuroda placed a nude painting on 
xhibition in Kyoto: there was a long 
and lively history of nude painting for 
pe rnogr aphic intent in Japan. but 
s nude was the first ever done 
r "serious" purposes. It caused a 
indal and touched off a furious de- 
teamong writers, artists and editors 
it on introducing Western aesthe- 
tandards. 
n this case, as in most, the au- 
rities won: reproductions of 
uroda's work were forbidden and in 
918 the Supreme Court underlined 
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«plores these limits in his engrossing 
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the ban with a ruling that defined the | 
limits of artistic nudity. Although the - 
area need not be hidden, the. 
jurists solemnly decreed, there must be | 





trys Police Bureau. 


there is an obvious parallel cole: 


hair) which might draw the viewer's 
attention. As subscribers to Playboy 
magazine, or patrons of the cinema, in 
Japan know, the rule still holds. 

It was the writer, however, who was 
the principal target of the government. 
Officials, of course, were quick to sup- 
press the “dangerous thoughts” har- 
boured by socialists. anarchists and 
anyone even obliquely critical of the 
imperial system. What is more in- 
teresting, however, is Rubin's analysis 
of the way in which pure literature — 
especially naturalist novels — came to 
be regarded as subversive. 

There was a deluge of European 
naturalist literature translated into 
Japanese in the first decade of this cen- 
tury. With the plainly narrated "blood 
and sweat of real life" which was the 
hallmark of Maxim Gorky, Emile Zola, 
Honoré de Balzac and their Japanese 
imitators, came a scepticism, a loss of 
belief in traditional certainties, and a 
disillusionment with the values of the 
past. The word genmetsu (disillusion- 
ment) was invented in 1906 to describe 
the mood of the day — as seen by writ- 


ers. It was this spirit of doubt, "the as-. 
| sumption that there were no assump- 
| tions," 


that caught the eye of the cen- 
sorship division at the Home Minis- 
From the late 
Meiji period until the end of World 
War II, the censorship division, Rubin 
declares, “remained the final arbiter 
of what could and could not be read." 


ubin emphasises that censorship 

was not the only weapon employed 
against writers. As part of its continu- 
ous war against independent thought, 
the Meiji state tried to co-opt writers 
by awarding them honours and luring 
them into academies which would en- 
courage the production of “whole- 
some” literature. While many lesser 
literary figures succumbed to such 
blandishments, some of that era’s most 
distinguished authors resisted. Soseki 
Natsume, arguably Japan's best mod- 
ern novelist, resigned his position at 
the prestigious Tokyo University and 
joined the staff of Asahi newspaper in 
order to preserve his independence. 
Four years later, in 1911, he refused to 
accept a doctor of letters title awarded 
or to be inducted into the Ministry of 
Education’s literary academy on “the 
grounds that the government had no 
right using its authority to endorse 
literary quality. 


Rubin nowhere mentions it, but 
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M umen that see n i0 accompany 
Western literatur arly, Chinese 
Communist Party General Secretary 
Hu Yaobang denounces the "aliena- 
tion" of China's aly polluted 


intellectuals. 
L his study of cenbsdig, Mitchell, 

professor of history at the University 
cf Missouri, surveys thesame period as 
Rubin. The focus of.the two books, 
however, is quite’ different. While 
Rubin concentrates more on the vic- 
tims of censorship ‘and their work, 
Mitchell is more interested in the 
drafting, application and effectiveness 
ofcensorshiplaws. | 

In an attempt to provide a cross-cul- 
tural perspective and define what was 
typical and what was atypical in Ja- 
panese censorship, Mitchell includes 
an analysis of censorship practices in 
Britain, the United States and the 
Soviet Union — a useful exercise mar- 
red by the limp conclusion that the 
"ways in which the Japanese censor- 
ship system functioned were normal, 
with the exception of a greater em- 
phasis on post-publication censor- 
ship." A more elaborate summation is 
called for in this. 
otherwise richly de-. lt 
tailed book. | 

| — JOHN H. BOYLE. 
















































































Brown Root and Phillips Peioieum 
have made history 
that could save you millions. 








i [n early Septem- ` build a deck on land, in one piece, then 
| ber, 1983, the first float it out and set it on a sub-structure, 
oil flowed from either inshore or offshore. The money 
Phillips Petro- saved on cranes, barges, and expensive 
leum's Maureen offshore labor can add up to huge savings. 
platform in the In addition to cost savings, HIDECK 
North Sea. has many other advantages: a more logi- 
Behind this fact lies a remarkable cal design than conventional “stacked 


achievement in field module” decks; minimal 
development, in part 
due to the adoption of 
HIDECK, an inte- 
grated deck system 
designed and patented 
by Brown & Root, 
under the sponsorship 


of Brown & Root- 


transportation costs, since 
the entire deck is trans- 
ported on a single barge; 
2 and fewer delays in begin- 
ning production 
Although Phillips 
Petroleum's 18,600-ton 
HIDECK structure was 


Wimpey Highlands destined for the North Sea, 
Fabricators, Ltd. HIDECK can be towed 
With HIDECK, oil to almost any location in 


the world, including 
che Arctic. 
Adapting most offshore 


can be brought ashore 
much earlier than with 
other methods. 








With the testing structural designs to 
and commissioning of accommodate HIDECK is generally not 
the whole deck completed onshore, Phillips ^ difficult or expensive. 

Petroleum mated HIDECK with For more 
Tecnomare steel gravity (TSG) base information 
inshore in early April, following the largest about HIDECK, 
topside load-out onto a single barge in the call Brown & 
history of the industry. After the settingof Root. The result 
the platform on location, the offshore can be historical 
hook-up was completed in less than three savings for your 
months—a considerable saving over company. 


conventional methods. iw oL Our standard of quality: 
The idea behind HIDECK is simple: Doing things right the first time. 
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business, the new Mita DC-111 plain paper copier was 
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on an overburdened, centralized copying department 
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Most importantly, the new DC-111 is made by Mita, 
a copier company whose name has become 
synonymous with high quality and dependability 
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Riot police; Filipino workers clean-up the MacArthur memorial at Palo, Leyte: an ambivalent relationship. _ 





Hamburgerisation creates 
a cultural schizophrenia 


By Guy Sacerdoti in Manila 


he anniversary of United States 

independence on 4 July is known as 
Philippine-American Friendship Day 
here. It was celebrated this year in a 
manner which neatly symbolises the 
schizophrenic attitude of many 
Filipinos towards the US. In the first 
place there was almost a riot. About 
500 students on foot along with a large 
number of cars carrying mostly young 
upper-middle-class businessmen de- 
scended on a small plaza in front of the 
US Embassy. 

Carrying placards and signs — in- 
cluding anti-nuclear, anti-World Bank 
and anti-International Monetary Fund 
ones — down Roxas Boulevard, they 
chanted slogans against President Fer- 
dinand Marcos and his political and 
economic benefactor, the US: “Down 
with the US-Marcos dictatorship.” 

In front of the embassy gates stood a 
phalanx of riot police and plain- 
clothes men carrying hidden pistols 
and teargas cannisters. While most of 
those in uniform seemed relaxed 
enough, the paunch-bellied “Swat” 
men in T-shirts and jeans kept their 
eves locked on the demonstrators. A 
number of students moved from the 
plaza on to the boulevard, making the 
road impassable for just a few mo- 
ments. The riot police responded im- 
mediately by pounding the sides of 
some students with their rattan trun- 
cheons. 

At precisely the same time, just à 
couple of blocks away, a US Indepen- 
dence Day party had started at the 
Blackout Restaurant and Swimming 
Pool. On one of the small back alleys in 
the Ermita district with its many girlie 
bars, US Embassy marine guards 
joined some long-time foreign resi- 
dents, short-time tourists and a few 
sweaty journalists coming from the 
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rally, to gulp real American gumbo and 
southern fried chicken, and gape at 25 
shapely Filipinas strutting the pool- 
side in the day's main event: a bikini 
contest for the much-coveted title — 
Miss Blackout 1984. Most of the girls 
said there were two reasons for par- 
ticipating: there were the cash prizes 
of course, but it was also another step 
in the quest for an American husband 

The Philippine-American relation- 
ship is an ambivalent one indeed. Cy- 
cles of nationalism have dominated 
political debate ever since the US 
granted the Philippines full indepen- 
dence in 1946, and it is currently on the 
rise again. Yet, at the same time, the 
culture teems with American influence 
— and it too is growing. This shows 
in many ways, subtle and not so 
subtle. 


cDonald's hamburgers have taken 

Manila by storm. In just 12 months 
one branch recently entered the Top 
1,000 McDonald's worldwide in terms 
of revenue (out of more than 7,000) 
The weekly newspaper Veritas ran a 
feature entitled The Hamburgerisation 
of Philippine Culture. And in an earlier 
edition, it ran a cartoon of a returning 
Filipino's first day in Manila after 20 
vears in the US: "Well, we took our 
lunch at McDonald's... Then we saw 
an American movie in Makati. Then we 
took our snack at Dunkin' Donuts and 
our dinner at Shakev's [pizza par- 
lour]." 

Certainly no government in South- 
east Asia is as hypersensitive to 
US criticism of its policies as the rulers 
of the Philippines. 

Each time, for example, the US Con- 
gress introduces bills limiting military 
aid to Manila, or presses to alter the 
mix of aid coming from the rental of 





exec Uh 
Marcos inevitably |. i 


the US bases, 
threatens to make overtures to the — 
Soviet Union. It is never à serious 
threat, of course, but it reminds one of 
a pouting child threatening to um 
away from home after being ad- 
monished by its parents. K 

Similar emotional attitudes towel 
the US as a sort of father figure areal- — 
ways evident with Marcos' powe 
wife, Imelda. After Marcos huge en- 
tourage returned from its successful 
September 1982 state visit to 
Washington, Mrs Marcos told this cor - 
respondent: "You Americans can now 
do anything you want in the Philip- 
pines,” The occasion, quite appro 
priately, was the anniversary cele 
tion of Gen. Douglas MacArthirs 
landing on Leyte in 1944 

Yet, almost exactly one year later, — 
following the assassination of opposi- 
tion leader Benigno Aquino and the 
ensuing spate of critical editorial come" 
ment in the US press, Mrs Marcos coms 
plained to this correspondent that she 
could not understand why American 
journalists set out to denigrate the Mar- 
cos government and the Philippines 
"You know," she pleaded, “we are just 
vour poor little brown cousins.” 

Of all the more or less entrenched 
cultures influencing thoughts and at- 
titudes of the ethnic Malays of South- 
east Asia, none have become more 
tenuous than those of the Philippines: 
And nowhere have people filled this 
vacuum by embracing the “pomp and 
circumstance” of their former colonis 
ers to the extent that Filipinos have vis 
à vis the US. 

Politically it is a love/hate relations 
ship; culturally, it is a trendy, if not à 
tacky one. And the fact that Filipinos 
now comprise the second largest, but 
fastest growing Asian ethnic group in 
the US is testimony to how completely 
the US image has supplanted tradi- 
tional Filipino values — derived from 
their ethnic Malay roots 

While visitors often acknowledge 
the distinct early Malay rites inherent 
in, for example. the Ifugao tribal cul- 
ture in northern Luzon, or the greater 
affinity Muslims in southern Min- 
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gregated education system de- 
ped by the Dutch barely touched 
e lives of the masses. Attempts at re- 
jous conversion remained minimal, 
aving the culture — mainly.a syn- 
'atised mixture of Islam and the more 
itional confluence of  Hindu- 
dhism and Javanese mysticism — 
act. In Malavsia, while the Chinese 








> handle their economic concerns. 
duslim-Malay sultans were 
d by the British to help main- 
political peace. | 

the Philippines, the Spanish 
to save souls and thus in- 








ently, Japanese major summer 
ases in the cinema have been 
-length war films, leadi 
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in iversary rof ihe Pacific war — 
Zero, a film extolling the virtues 
lamenting the tragedy of the 
ircraft of that name. Now, a 
ion of a very different type is 


iiku Film Co. with the re-release 
e first time since World War II 
s animated feature Momotaro, 
li-no- Shimpei (Momotaro and his 
Soldiers from the Sea). 

s 74-minute black-and-white 
oon film was produced at the re- 
est of the Department of the Impe- 

vy. While the purpose of prop- 
la films was to boost morale, this 
vas aimed primarily at the 
eleased in April 1945, Momo- 
ved only a brief exposure. Im- 
allowing Japan's surrender 
st, ‘Shochiku qd 














ithe ch iere were no | Femaining 

or other publicity materials, the 
m has become a legend among Ja- 
anese animation aficionados. This is 
































Indonesia, where (he Dutch : were 3 


Sumatran agricultural labour, the | 
' combined with its worst economic and 


amils were imported by the Bri- | 


m de to the war-film cinema by - 


today i is far more open to external cul- 
| tural influence than any other in the 


 phrenia towards the US 


h permeated the 








The result has been a society which 


region. That the nation should suffer a 
crisis of identity is natural, and this 


political crisis sinceindependence, has 
led to the virtual cultural schizo- 


This is perhaps best illustrated by 
the following juxtaposition. American 
influence colours Marcos’ desire to 
create the political image of democ- 
racy despite thesystem s authoritarian 
nature, But, at the same time, it im- 
pinges on the growing presence of the 
Left, whose members dressed in 
American-style jeans and T-shirts 


printed with the names of a plethora of | 


US universities -—— lambast US im- 
perialism. 


Osamu Tezuka — creator of the popu- 
lar TV cartoon series Astro Boy — in 
his autobiography, Boku wa Mangaka 
(I am a Cartoonist). Tezuka, who saw 
the film as a high-school student in 
Osaka, praised Momotaro for its ad- 
vanced technique and humorous 
storyline. Furthermore, Tezuka said it 
was this film which inspired him to be- 
come an animator. 

In 1983, dozens of wartime films, in- 
cluding the original negative print of 
Momotaro, were discovered in a 
Shochiku studio warehouse. In March 
this year, NHK-TV announced the find 
and introduced the film's director, 75- 
year-old Taro Seo, along with Tezuka. 
The following month the National 
Film Centre in Tokvo held public 
screenings. The reaction was so great 
that Shochiku has decided to officially 
re-release the film. 

Momotaro is a legendary Japanese 
folk-hero who defeats 
evil ogres living on Oni- 
ga-shima (Ogre Island). 
He is assisted by faith- 
ful animal companions 
— a dog, a monkey and 
a pheasant. Although 
Momotaro was the first 


full-length animated 
film produced in J Span. 


lective conscience of vast sectors of the | 
i population. = 
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‘ne of the United States" best- 
: known. orchestras, the New York 
Philharmonic, is about to begin one of 
the most ambitious tours ever underta- 
ken by a Western orchestra through 
Asia, Flying i in a converted Boeing 747 
Jumbo jet, with 20,000-1b of instru- 
ments and baggage; 130 musicians 
under music direetor Zubin Mehta — 
approp an Astan, born in India 
sewi visit: eight countries on a 13- 
29-concert, 32-day tour. — 

Starting in Osaka, Japan, on 18 dois 
gust, theorchestra will play in Nagoya, 
Tokyo and Yokohama before taking off 
for Seoul. It then moves:on to Taipei, 




























story. The navy had previously. com- 
missioned a 37-minute cartoon, 
Momotaro-no-Umiwashi- {Momotaro 
the Sea Eagle), also directed by Seo. In 
this cartoon version of Pearl Harbour, 
Momotaro's fleet attacks Ogre Island 
with bombers and Zero fighters crew- 
ed by animals. One of the cae 
sailors on a sunken. battleship 4 
Bluto, whose voice track was: lifted 
from a Popeye cartoon found. in 
Paramount's Tokyo office. When re- 
leased in March 1943, Momotaro-no- 
Umiwashi was à tremendous box-of- 
fice hit, and so, thus encouraged, the 
navy ordered another. Momotaro ċar- 
toon. 

Momotaro, Umi-no- Simpa ET 
the exploits of a Japanese paratroop 
unit. It is based on the navy's success- 
ful airborne assaults on Manado, north 
of the Celebes, in January 1942. The 
more famous attack on the Palembang 
oilfields in Sumatra was staged by 
army paratroopers a month later. The 
most interesting part of the film is the 
way Asian people are portrayed by 
animals such as rhinoceroses, 
elephants, monkeys, erocadiles and 
other jungle fauna — roughly indigen- 
ous to the region. In an unspecified 
Southeast Asian locale, these animals 
cheerfully help clear the jungle for a 











India where it will Il play in n New Delhi 
and Calcutta before winding up in 
Bombay, Mehta's home town. 

Six of the visited countries will be 
hearing the Phil for the first time, and 
the tour is its first visit to nine cities 
and "the first by any major American 
orchestra to Kuala Lumpur, Jakarta, 
Singapore, New Delhi and Calcutta," 
according to its managing director, Al- 
bert Webster. 

A third of the cost of the tour is being 
underwritten by a major American 
bank, and the US Government infor- 
mation agency is also helping to fund 
it, but nevertheless the orchestra ex- 
pects an overall loss of up to 
US$500,000, according to orchestra 
manager Joseph Kluger. 

The tour was originally to have been 
longer. Two concerts co-sponsored by 
the Philippine Government were sche- 
duled for Manila. But subsequently, 
said Kluger, “the government con- 
tacted us and said it was not possible. 
It was not our decision.” 


landing strip and build an outpost. 
Momotaro's troops are represented by 
animals also, but these pheasants, 
bears, dogs and rabbits are clearly not 
of the jungle. 

A highlight of the film is the se- 
quence in which a dog-soldier tries to 
teach the Japanese "A-I-U-E-O" 
phonetic alphabet to the jungle ani- 
mals in an open-air classroom. All the 
animals sing the A-I-U-E-O chorus, 
while some soldiers wash their shirts in 
a river. (Japanese pacification teams 
actually taught this song in occupied 
areas. Even today, many people in In- 
donesia and other Southeast Asian 
countries remember the song.) 


Mes troops came to free the 
people of Asia from Western 
domination: the film explains that a 
South Pacific legend tells of god sol- 
diers who come from the East. This 
represents the Japanese concept of the 
Greater East Asia  Co-Prosperity 
Sphere. Momotaro's paratroop attack 
on an enemy city represents the fall of 
Singapore in 1942. Among the surren- 
dering soldiers, one again finds Bluto, 
and Popeye, who drops his can of 
spinach. The navy wanted both British 
prime minister Winston Churchill and 
American president Franklin D. Roose- 















The 


ernment s decision to cancel. 
Philippines had already dropped out of 
the Asian golf circuit, after a half- 
hearted offer to pay Philippine Open 
golf champions in pesos rather than 
US dollars. Having also cancelled this 


year's Manila Film Festival, the Trea- 
sury lnbaféntiy felt it could not then 
dip into the nation's meagre foreign- 
exchange reserves to sponsor the Phil 

Of course such a massive exercise is 
not easily organised. Kluger made a 
long reconnaissance trip round the re- 
gion in April, particularly concerned 
with playing conditions and acoustics 

as well as négotiations for live or re- 
corded local broadcasting of the con- 
certs. For instance, the plan to hold an 
open-air concert ^in  Singapore's 
65,000-seat National Stadium, more 
often the venue for international soc- 
cer matches than concerts, required 
some investigation. 

The orchestra has, of course, played 
in the open before — including a con- 
cert for 200,000 in New York's Central 
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velt to be lampooned, but director Seo 
thought otherwise. At the surrender 
ceremony, Momotaro looks.not unlike 
Gen. Yamashita, the vietor at Singapore. 

The film ends with a scene of rural 
Japan. With Mt Fuji as a backdrop, 
children — emulating their elder 
brothers — are jumping from a tree; on 
the ground, drawn in chalk, is the out- 
line of the United States. 

Momotaro, Umi-no-Shimpei took 14 
months to make. In the course of pro- 
duction many of the 70 crew members 
were drafted and sent overseas; most 
never to return. Seo can still recall the 
first day of the film's release. He went 
to a Tokyo theatre and found only five 
people in the audience; moreover, the 
screening was interrupted by an air- 
raid alert. One week later, the theatre 
was destroyed. (And so a film suggest- 
ing an all-out airborne assault on the 
US was released while Tokyo was 
being razed by B29 bombers.) 

Although Momotaro, Umi-no-Shim- 
pei is technically superior to, and less 
violent than, contemporary Japanese 
TV cartoons, it remains a war prop- 
aganda film. Its re-release has sparked 
controversy and, consequently, Sho- 
chiku will only distribute the film to 
five theatres in Tokyo and Osaka. 
Tezuka rejected Shochiku's request to 
use his name for the 
film's publicity. It will 
be shown with Kumo- 
to-Tulip (The Spider 
and the Tulip), a war- 
time animation short. 
The latter, directed by 
Kenzo Masaoka, Seo's 
sensei (teacher), is à 
masterpiece of fantasy 
and equal to the best of 
Walt Disney. 





pore feat End humidity were^t thi 






























problems. The venue, however, pie 
go-ahead — but with two alternative 
dates in the event of a tropical j 
downpour, Singapore-style i 

n - 


nd indeed the organisers are Sume c 

this particular concert will go with | 
a bang. as the Singapore armed forges 
are cooperating in providing cannom- 
fire for the climax of Tchaikovskys mi 
1812 Overture, and will possibly proe 
vide a fighter-aircraft flypast in salute 
to the orchestra. 

In Hongkong, the Urban Coun 
new harbourside Coliseum, a 12,00067 
seat inverted pyramid, presented other? 
problems. It was not so much the leake s 
ing roof, which has + plague d the nin 


since its opening, but a purpose-buill ed 
plastic shell had to be installed behind | 
the orchestra platform to improve the 
rather uncertain acoustic qualities of | 
the hall. 

Ironically the orchestra will be vi ! 
ing two Muslim countries Malays 
and Indonesia — though Mehta, who $ 
spends some 20 weeks a year with the 
Phil, devotes the same amount of fime 
to the Israel Philharmonic, of which he < 
is music director for life. He also has an i 
honorary degree from Israel's Wer 
mann Institute and the music wing of | 
the Hebrew University’s Mt Scopus 
campus is dedicated to him and his | 
father, Mehli Mehta J 

The highlight of the tour for Mehta © 
personally will be India, and he i 
likely to get a hero's welcome there 
His father, who is now music director 
of the American Youth Orchestra in 
Los Angeles, founded the Bombay 
Symphony Orchestra, and together the © 
father and son are among India’s most 
successful cultural ambassadors in p 
West. ~ * 


^ 
om 





| 


47 


WIS 


—MP — —— —an— 


E BUSINESS AFFAIRS HEINE 


Singapore's MAS will soon assume more wide-ranging powers 


The state goes banking 





By Lincoln Kaye in Singapore 


ommercial bankers may soon 
have to face up to the redoubtable 


Monetary Authority of Singapore 
(MAS), effectively the central bank, as 
a competitor as well as a regulator. 
Under a bill proposed in parliament in 
late July, it will be allowed to offer key 
banking services to government 
bodies, statutory boards and state-af- 
filiated private companies — any en- 
terprise in which the government has a 
stake of 20% or above. 

Not only will the MAS be able to ac- 
cept and pay interest on deposits from 
this captive clientele, it also will pro- 
vide such banking services as issuing 
and managing securities and acting as 
financial agent. That can add up to a 
sizable chunk of banking business in 
Singapore Inc., where the net of state 
capitalism is cast wide. The govern- 
ment and its statutory bodies directly 
account for nearly 20% of the banking 
system's S$26 billion (US$12.14 bil- 
lion) deposit base. 

Even that understates the case. 
Many of Singapore's industrial giants 
are included in the roster of 60 govern- 
ment-owned companies and their sub- 
sidiaries. Three giant state holding 
companies, with a total capitalisation 
of more than S$3 billion, have interests 
in 58 other firms. To establish a 20% 
Stake in virtually any local company — 
and thereby herd it into the MAS’ 
banking fold — would in theory, at 
least, be easy for a government sitting 
on 5$20 billion in reserves. 

Simply empowering the MAS to act 
like a bank does not 
necessarily mean it 
wil do so right 
away, some commer- 
cial bankers point out. 
"I prefer to see these 
new prerogatives as 
reserve powers,” said 
one, “only to be used if 
the deposit or credit 
markets get way out of 
line.” Under the wide- 
ly mooted threat of a 
global debt crisis, 
Singapore could well 
wish to insulate its 
small but vigorous 
economy (and particu- 
larly the state sec- 
tor) from the worst ef- 
fects of any possible 





liquidity crunch in 
international capital 
markets. 
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Other bankers, though, are not so 
sanguine, Security-issuing and finan- 
cial-agency functions seem to them 
beyond the pale of a central bank's 
“lender of last resort" role. As one mer- 
chant banker glumly summed it up: 
"Its like turning loose the harem 
guard inside the seraglio.” 

And the MAS is noimpassive eunuch 
in its regulatory role. Holding the line 
against such particular foibles as in- 
ternationalisation of the Singapore 
dollar and round-tripping of deposits, 
MAS technocrats — junior as well as 
senior — have adopted a tone so 
peremptory as to create an adversarial 
climate between the central bank and 
commercial bankers (REVIEW, 9 Feb.). 
The latest proposed legislation codifies 
some of the sanctions that the MAS has 
long wielded de facto in exercising its 
sway over the financial sector. 

The MAS will now be formally em- 
powered to grant, deny or withdraw 
permission for any financial institu- 
tion to do business in Singapore and to 
set guidelines for its operation. These 
powers will be exercised at the central 
bank's sole discretion; no reason need 
be given for MAS diktats (though out- 
right expulsion of a financial institu- 
tion from Singapore is subject to ap- 
peal to the finance minister). 


hese measures cover any institu- 
tion whose operations affect 
monetary stability, credit and 


exchange conditions, financial-centre 
development or "the financial situa- 





Keppel Shipyard; DBS: new opportunities, new roles. 


tion of Singapore, generally." For the 
first time, under the proposed amend- 
ments, leasing and credit-card com- 
panies come formally into the MAS 
purview. Heavy fines are prescribed 
for companies which flout MAS guide- 
lines and bans. 

The central bank will also officially 
take over control of the offices of the 
commissioner of insurance and the 
registrar of companies, which had 
been nominally independent previ- 
ously. The bill strengthens the MAS' 
hand internally as well as externally, 
granting the central bank greater au- 
tonomy in hiring, firing and posting 
personnel. Even former employees are 
now subject to three years’ imprison-. 
ment and a S$20,000 fine if they di- 
vulge MAS secrets. 

Bankers see nothing new in these 
regulatory provisions. "Raise a fine 
here, sharpen up a definition there. All 
that can be lived with,” commented 
one Singaporean officer of a Western 
merchant bank. “But I can’t see how 
introducing the MAS as a privileged 
competitor can serve the banking in- 
dustry.” 

Not that the banking industry as 
such is necessari- 
ly meant to be the - 
main beneficiary MEN 
of the new mea- 
sures. From the 
broader perspec- 
tive of Singapore 
Inc., government 
companies could 
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be inca strengthened ilh: the 
backing of am institution with the 
repost lid tha the n 





sea- Chinese Banking Corp.). “And any 
debt instrument issued through the 
MAS becomes virtually sovereign risk, 
rather than corporate or bank risk.” 

Government-owned companies such 
as Keppel Shipyard are already start- 
ing to use the credit-worthiness con- 
ferred by their state auspices to tap 
new funding sources such as the Unit- 
ed States commercial paper market. 
With MAS backing, these companies 
could cut a far greater swathe on inter- 
national capital markets, gearing up to 
emerge, conceivably, as world-class 
multinationals, | 

Secrecy and "bankers' privilege" 
might also be considerations. Singa- 
pore's interlocking web of government 
bodies, statutory boards, holding com- 
panies and equity stakes remain partly 

uncharted. By keeping government- 

related banking business within the 
family, outside bankers can be denied 
too close a scrutiny of the books. On the 
other hand, by purchasing a 20% stake 
in a business, the government can now 
acquire access and leverage not just as 
an equity holder but also as a banker. 


ut industry observers wonder 


, why, in pursuit of such goals, the | 


au government would have to take 
the step of abrogating commercial- 
banking powers to the central bank 
when it already has a serviceable 
banking arm in its 48%-owned Deve- 
lopment Bank of Singapore (DBS). 
Singapore's Big Four banks, and the 
DBS in particular, have been the 
bluest of chips on the local stock ex- 
change, noted one stock analyst. Any 
move that undercuts their position in 
the long run hurts investors locally and 
could tarnish the republic’s image in 
the financial world at large (on which 
Singapore relies for its crucial foreign- 
investment lifeline)- 

Topping the republic’s bank league 
tables (ranked by assets), DBS is lead 
banker for most government-related 
companies — a position which has typ- 
ically translated into handsome pro- 
fits. In 1983, however, the group regist- 
ered its worst performance in nearly a 


decade, largely owing to increased. 


bad-debt provisions on its foreign loans. 
To recover its lost momentum, DBS has 






‘vention is unlikely to grow. One theory | 


DBS more freedom of o by 


"That way it cà 


winding down of Overseas Union Fi- 


has it that the new bill aims to give the 








" of servic- 
: d companies. 
pursue its ven- 
ture-capital instincts in the short run 
and return to the international field 
when conditions improve. ^ 

Other bankers offer. alternative ex- 
planations for the bill's apparent au- 
thorisation of MAS encroachment on 
DBS turf. One school of thought as- 
cribes the bill to latent’ DBS/MAS 
rivalry within the Singapore bureau- 
cracy. More convincing 18 the argu- 
ment that, since through DBS the gov- 
ernment can realise a large proportion 
of its banking goals — fee generation, 
liquidity, corporate access and sec- | 
recy, quasi-sovereign credit risk for | 
state-related companies -— the real | 
motive for the expansion of MAS pow- 
ers must lie in market regulation. 

The crux of this version is that DBS, 
as a commercial bank, cannot lean | 
against aberrant credit and deposit- | 
market trends as effectively as could a 
central bank. Considerations of face 
and customer relationships would pre- 
vent it from discriminating area tea 
enough in its treatment of state-relat- 
ed vs independent companies. . 

One aspect of the new bill on which 
local. bankers are eagerly awaiting | 
clarification is the eligibility for in- 
terest payments of bànk reserves on 
mandatory deposit with the MAS. If | 
banks could earn interest on the 6% of 
their Singapore dollar deposit bases 
they must keep with the central bank, 
it would help narrow the fünding cost 
advantage of the Asiadollar market 
over the domestic credit market — a 
long- -standing complaint of local 
banks in the face of stiff foreign com- 
petition. Since it is the Big Four which 
mainly feel threatened by the loss of | 
government-related banking business, | 

| 
Lu 


relieving it of the 








P hai gru bling over the 
the country suffers w 
nothing new. As the im 
tinued to widen’ sharp 
favour — from US$333 mil 
to bs 1.6. ney last ye 
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tries met. in n s on 2f 
the Thailand-Japan Joint 
on Trade, few expected 
produce results that woul 
trend. The sceptics were p 
po Aside from a Japanese à 

spend in Thailand all of a bud 
v6. 1 billion (US$25.07 mil on)t 
rice for third countries. (RU 
Aug.), there was no other co e 
Tokyo in response to demands 
liberalised import treatment. 
goods. 

But the Thai Government. isec 
occasion to signal its intention tc 
find its own solution to the pre 
putting a brake on some areas 
tural and sporting e x*changes 
the two countries. 

Shortly before the talks, whie 
initiated by Bangkok, the Thai c. 
decided to set up à working g 
examine fully the country's 
-Yelationship with Japan. 
trade, but. e 


the MAS might be inclined to throw 
them a sop. 

At the same time that the MAS has 
empowered itself to take away depo- 
sits. from banks, it also set itself up to 
inject liquidity into finance com- 
panies. Under the proposed amend- 
ments, the central bank may “place de- 
posits in . . . non-bank financial in- 
stitutions" to head off crises, presuma- 
bly such as the collapse in Hongkong of 
various deposit-taking companies in 
1983. In principle, the MAS can now 
shore up cash-strapped finance com- 
panies discreetly, without precipitat- 
ing a run on the sector. But market ob- 
servers who recall the MAS- ordered 
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e issues such. as 








con. oe. 
ie position in Southeast Asia 

ghinTokyo's perception of po- 

'elationships in the region. 












.no' tangible outcome from 
's two days of meetings between 
nd Japanese officials. The Thais 
sented a list of demands which, 
ng other things, called for reduced 
nese tariffs on Thai frozen bone- 













iberalisation of import quotas on 
ica products (of which Thailand 
has. a huge surplus) and canned 


Thai request was reportedly re- 







sy source explained: "We could 
ouy more Thai tapioca when the 
is expensive compared to'maize 

ghum. There was only limited 
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ncy Langston in Peking 

g China’s many coal projects to 
ointly. developed with foreign 
, Bechtel's proposal for the 
eposits in Inner Mongolia is 
ambitious, as well as a good 
e of the problems China faces in 
il development programme, 
ly in transportation. 

has vast reserves of coal, but 
wrong places. Official figures, as 
s those of the World Bank, put 
"n reserves at 600 billion tonnes, 
0% of this is located in northern 
; thousands of miles from south- 
n industrial centres such as 


antiquated railway system. 
| Palifornia- based Bechtel, one of 
8 biggest engineering con- 
has an alternative. In San 
ane nemenr. 


on building one of the 
coal-slurry pipeline to 
al | 30 million: tonnes of 















"Thailand. S 


med sources told the REVIEW 


s chicken and marine products; and 


d. on the grounds of Japan's | 
tic political constraints. As one 


t of Thai maize because of price’ 


on and bureaucratic jealousies dog an innovative 
lurry project proposed for China 


| ment plan for the Jungar site which 
ghai and Canton. The present link 
_and 


e Ürtheastern port of 
ngdao or sea ‘shipment to 



















Okonogi: consultation agreed. ne 
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and quality considerations.” 
tion, Import quotas on tapioca flour 
and canned pineapple apply on a 
global basis, so Thai exports must 
compete with those from other coun- 












exporters. In the end, the officials ap- 
parently agreed to disagree. 
Japanese officials took pains to em- 









after tapping off coal to fuel two plan- 
ned power stations. on the pipeline 
route and a further one at 
Qinhuangdao. 

The Bechtel study, which began 
more than a year ago, is still not 
finished. The slurry pipeline is part of 
an estimated US$5 billion develop- 


would include power plants to tap 15- 
30 billion tonnes of coal in the 1,723- 
km? area. The Chinese have talked of 
developing two mines there by 1990. 
Bechtel executives in Peking are tight- 
lipped on the subject, but the business 
community remains sceptical that the 
pipeline will come to fruition, citing 
bureaucratic infighting. 

Chinese coal officials are under- 
standably wary, possibly for tech- 


nological reasons and certainly for 
the 


financial reasons. Currently 
longest slurry pipeline in operation 


runs for 573 km in Arizona and has a. 
diameter no greater than 14 in. The 


Bechtel proposal calls for a pipeline 
nearly twice the length anda diameter 
‘believed to be 30 in. i 











In addi- ; 


| tries, suggesting relaxation of quotas | 
may be of little direct benefit to Thai | 


oe — 


counties: The bulk of Thai imports 
from Japan comprises machinery. 
(more than 50%), metal products 
(about 20%), motor vehicles (roughly 
14%) and chemicals (about 10%) — 
while Bangkok exports mainly 
foodstuffs, natural rubber and other 
raw materials. "The structure is such 
that Thailand needs to import more 
machinery and capital goods for its in- 
dustrial development. We went 
through the same experience with the 
United States during the post- World 
War II period," the embassy official 
sald. | 
The atmosphere is said to have im- 
proved on the final day of the talks 
when Thai Commerce Minister Kosol 
Krairiksh and J apanese Minister of In- 
ternational Trade and Industry 
Hikosaburo Okonogi met. Kosol again 
urged J apan to scale down import re- 
strictions in compliance with the basic 
principle of free trade accepted under 
the rules of the United Nations Confer- 
ence on Trade and Development and 
the General Agreement on Tariffs and 










sal suggested that. pipéli ie technology 
now in use indicated there could be a 
major pr oblem with a diameter larger 
than 14 in, The technology of moving. 
coal at optimum velocities with these 
large diameters has yet to be proved. 
n obleni of P PERRE abrasion or plug- 





T ien then eis the menn of mone A 


y 
Just how much of the US$5_ billion 


price-tag is budgeted for the pipeline 
has not been revealed. It is accepted 
that construction of the pipeline would 
have higher capital costs than railway 
construction, but after construction, 
the pipeline's operating and unit costs 
are significantiy lower. ` 
Any qualms the Ministry of Coal 
may have regarding costs are fuelled 
by other ministries affected by the pro- 
ject. Foremost is the Ministry of Rail- 
ways which argues that instead of a 
pipeline that would mostly run paral- 
lel to the railway, the money could be 
used to extend to Jungar an electrified 
double-track line now under éonstruc- 
tion from Datong to Qinhuangdao. 
Without the Jungar spur, the comple- 
tion date is targeted for 1991. 


t the end of the line the coal must be 
de-watered and dried. Enter the 
Ministry of Power Industry responsi- 
ble for building and maintaining the 
power facilities that serve regional and 
national markets. This ministry wants 
the coal for itself. It argues that the 
money earmarked for the shirry-pro- 
cessing facility could be best used to 
build ı or improve: s facilities. 
































































It was obvious the. J apanese delega- 
tion had no mandate to make any firm 
trade commitments, which explains 
why the meeting: was treated as a 
forum to. listen:to.the Thai positions 
and exchange.views. Okonogi did 
agree to. accepf the various Thai re- 
quests for: “further consultations" 
among concerned agencies. Officials 
from both sides.told the REVIEW they 
were hopefül the session would lead to 
more Japaneseimports but no one was 
prepared .to identify the potential 
areas. : 





"he meeting was spiced by some po- 
litical rhetoric. In a message at the 
start of the. official-level meeting, 
Kosol obliquely referred to the spate of 
anti-Japanese protests in Bangkok in 
the early 1970s. And at a press confer- 
ence after the meeting, he charac- 
terised the Thai-Japan trade relation- 
ship as that between a patient, who is 
aware of thenature of his illness, and a 
doctor, and asked Japan not to send a 


Chinese coalmine tied by transport. "^ 


provincial and local authorities 
through which the pipeline. would 
pass. Even railway construction is be- 
lieved to be hampered by the regional 
administrators each trying to secure 
the most advantageous arrangement 
for their area. 

Peking's planners are in an unenvi- 
able position in their bid to gradually 
decentralise management of the econ- 
omy, yet keep centrally sanctioned 
projects afloat. Local authorities in- 
creasingly have been granted more au- 
tonomy to make decisions, and are held 
fiscally responsible for the outcome. 
Although energy and transportation 
development are top national priori- 
ties, provincial authorities present an 
awesome bureaucratic layer. 

But China needs coal and needs it 










psychiatrist. The latter remark drew a | now ranks among the lowest in Asean 





question d on whether there ar 
cern in Tokyo over a recurrence of 
anti-Japanese sentiment like that 
which surfaced in 1972-73 by saying 
that there was insufficient technical 
and economic cooperation in those 
days. Other Japanese officials com- 
mented that, given the presen evel of 
extensive cooperation: in. 
fields, Tokyo hopes. such. i čidents 
would not be repeated.» 

Kosol took the Japanese by surprise 
when he announced at the press con- 
ference after the meeting that Bangkok 
would “slow down" the acceptance of 
new Japanese aid in sports and cul- 
tural areas — which he described as ir- 








relevant to reducing the trade deficit 


until the cabinet committee on 
bilateral relations presents its find- 
ings. There was a sudden surge of con- 
cern as the word "slow down" was in- 
accurately translated by the interpre- 
ter as "stop." The Thai position should 
not affect the flow of Japanese techni- 
cal and economic assistance. 

Japanese investment in Thailand | 
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coal deposit 


quickly. Coal provides 70% of China's 
energy needs, yet the official press re- 
ports that 20% of industrial-produc- 
tion capacity is idle because of an in- 
sufficient energy supply which is inex- 
tricably tied to poor transport. 

Even though full-scale development 
is onlv beginning, China is still the 
world's third largest coal producer be- 
hind the Soviet Union and the United 
states. The 700.3 million tonnes pro- 
duced in 1983 was an 8.7% increase 
over the previous year and more than 
halfway to the 1.2 billion tonnes a year 
production target for the year 2000. 
The two-phase Jungar project is one of 
seven major mine sites which if fullv 
developed could add 100 million ton- 
nes in new capacity. | 

er, the. current 
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with Bangkok 
The fact that Thailand now re 
the largest trade deficit with 
all the Asean countries coul 
one explanation. But perha 



































land asa front-line state sin 
namese invasion of Cambodia. 
1978. In private discussions, Jap 
officials hàve been projecting th 
tle-publicised Tokyo view that 
land's political and economic stabilit 
is crucial to the continued prospi 
of the entire region. | 

At the heart of this perceptio 
Japanese .con cern over . 
security threat posed by the” 
munist insurgency (which is 
valid given the Thai insurger 
diminished strength), plus. a 
external threat from Viet 
remains to be seen whet) 
genuinely anxious to assis’ 
achieving the stability it 
necessary to counteract th 
threats. —— 



























strains the railways. Shanxi pro 
where Datong is located, acca 
one-third of the country's reserves. 
cording to Xinhua newsageney, i 
than 2 million tonnes was stockpilec 
the Shanxi mines and freight yart 
the end of 1983. The State Plan 
Commission estimates that coal Í 
port requirements from the coal a 
to the coast will require an inve 
of Rmb 30 billion (US$12.8 E 
the end of the century. | 

This figure alone represents a 
ous commitment to address a 
lem that is further exacerbat 
time-consuming iníra-gove 
squabbles. Meanwhile, caupl 
middle is the feasibility stud 
Bechtel project, which at th 
day may remain a pipe dre 

























































































59/1972 and its implementing regula- 
tions do not impose any sanctions 
against the lender, nor do they suggest 
that failure to report will invalidate 
the relevent loan agreement, one argu- 
ment goes. Indeed, the presidential de- 
cree only requires private borrowers to 
report their offshore loans carrying 
terms beyond one year or shorter-term 
revolving credits, to Bank Indonesia 
and the Finance Ministry every quar- 
ter. Bankers are worried that the court 
decision might encourage borrowers 
not to report their offshore loans as re- 
quired. 

some suggest that the borrower, de- 
pending on whether it was a foreign- 
investment company; a domestic-in- 
vestment company or a state company, 
might have required Bank Indonesia 
approval for borrowing offshore. 
Others, however, have indicated that 
the borrower was not in one of these 
categories and was required merely to 
report the loan to Bank Indonesia. De- 
tails on the. bank's. non-compliance 
with Bank Indonesia's reporting re- 
. quirements also have not been spelled 
out. Some suggest that the bank might 
have excluded the loan — booked by its 
offshore branch in Singapore — from 
its periodic report to Bank Indonesia. 
The court verdict also forces foreign 
banks to ensure that their reports to 
the central bank include details of 
offshore loans to Indonesia, and here 
they are confronted with a dilemma a 
one which tends to have been neglected 
in the past — of coming up against the 
laws of, for example, Singapore, where 
a substantial portion e of loans to. In- 
donesia are booked. 

Several foreign banks are not taking 
any chances and are now making sure 
that any new offshore loans are report- 
ed by the borrower and themselves to 
the Indonesian monetary authorities. 
Some are even going às far as filing the 
relevant loan agreements with the au- 
thorities. It is not clear, however, how 
the banks propose to treat past 
offshore loans. 

The surge in private offshore bor- 
rowing is coming under closer scrutiny 
as Jakarta tries to maintain its debt- 
service requirements within accept- 
able levels. Early this year, the govern- 
ment, in an effort to slow down the 
trend, raised the withholding tax on 
offshore-loan interest from 10% to 
20%. This year’s International Monet- 
ary Fund annual report on Indonesia 
estimated that private offshore bor- 
rowings had reached US$6 billion at 
the end of 1983, divided about evenly 
between long- and short-term debt. 
With the sluggishness in some areas 
of the private sector continuing, how- 
ever, Pace nee not Batt ee tasi court 


their Singapore branches, as this could | 
aw firm idc circulated | violate Singapore's bank-secrecy laws 
ig foreign banks is raising concern | — unless with the consent of the In- 
the adequacy of current loan- | donesian borrower, which, for tax 
ng practices in Indonesia. The | reasons, is rarely forthcoming. 
„to bankers’ dismay, could have | The timing of the court case also is 
eaching consequences. The letter | unfortunate: it comes amid a period of | 
ed foreign bankers about thedan-.| growing lending caution among | 
of not complying with Bank In- | foreign banks. The Latin American 
ia (the central bank) reporting | debt problems and the sluggish domes- 
ements, particularly with regard | ticeconomy have greatly reduced com- 
hore loans to the private sector, | mercial banks’ appetites for boosting 
llustrate its point, the letter | their loans and are forcing them to 
a lower-court case — in Central | monitor and reassess their loan- | 
a's District Court — which ruled | portfolio quality more closely. 
gn bank’s offshore loan and its | The worrying court decision, which 
lary guarantee agreements void | was handed down a few years ago and 
use of the borrower’s negligence | only recently was appealed to the 
ort the offshore loan tothe finan- | higher court, was unpublicised. But 
uthorities as required under | the broad details of the case mentioned 
ential Decree 59/1972. The | in the law firm’s letter and confirmed 
‘s periodic loan reports to Bank | by several reliable sources involve a 
donesia were also found to be not in | foreign bank which called in a loan 
e with local reporting requirements, | guarantee when the loan turned sour. 
ch also must include loans to In- | a : 
onesia from overseas branches. he guarantors, apparently un- 
e REVIEW has learned that the happy about this, then brought the 
icipals eventually settled out of | foreign bank to court, arguing that the | 
ourt after the lower-court case was | loan agreement, including its ancil- | 
rred to Indonesia's Supreme Court. | lary-guarantee agreement, was void 
ie lower-court ruling thus still | because the bank did not ensure that 
tands. Many regret that.the Supreme | theborrower reported theloan to Bank 
t did not have the opportunity to | Indonesia as required by presidential 
enge it.— some expressing the | decree. | 
privately that it could have been | The court ultimately agreed with the | 
urned. Still, the court decision is | guarantor’s argument and ruled that 
ticularly worrying to bankers, who | the loan was void on the grounds of 
that it could set a precedent for | publie policy. It viewed Bank In- 
ks to be penalised as a result of a | donesia's reporting requirements as a | 
rrower's negligence. But it also fo- | matter of “public order” and consid- | 
attention on the often-ignored ered necessary in order that In- 
lem faced by foreign banks herein | donesia protect its foreign-currency | 
ing to, report their overseas | reserves and maintain its credit stand- 
: hes" loans to Indonesia. Foreign | ing, the law firm's letter said. In- uem 
anks, in the ast. have been hesitant donesia has no sec ae va con- 
( o In- | trols S " letter i 
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As an integral part of the 
innovative CHATS (Clearing 
House Automated Transfer 
System) programme, TT Business 
Computer Systems enable 
bankers to make instant transfers 
of funds. Thus eliminating the 
need for time-consuming cashier 
orders or the actual transfer of 
physical cash. While exploiting 
all the advantages of same-day 
transactions. 

In an on-line funds 
transfer system, system reliability 
is a major concern. One of the 
key reasons Texas Instruments 
computers were selected for use in 
CHATS was reliability. By using 
TI Business Computers System 
downtime is almost non-existent. 


Authorized Distributors: Australia NBS National Business System 
Tel: 03-532 117 © Philippmes Universal Computer Services, |: 

Tel: 02-773 1302 © Thailand Computer Technology Co. Ltd., Te! 
Tl offices: Australia Tl Australia Ltd, Tel: (202-887 1122 © Hongki 
Sineubore Tl Asia Ltd. Tel: 747 2255 © Taiwan TI Supply Co.. Te 


The TI 300/600 Business 
Computer Systems also offer a 
variety of configurations to fit 
the individual needs of each 
bank and can be expanded or 
upgraded as those needs grow. 

Price performance, 
reliability and flexibility. Small 








s, Tel: 543 2144 © Indonesia P. T. Inti Astakona Elektronika, | 
x 175 © Singapore Tet Wai Computer Services (Pte) Ltd, 7 
7 ) ANUS 

ne TI Asia Ltd, Tcl: (30-722 1223 © Korea Tl Supply Co, | 
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In Hong Kong over 50 banks count 
on TI Business Computer Systems everyday. 
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5 “When it comes to éommential bank- 
. ing services, there is no substitute for 


c up-to-date knowledge. And the ex- 


~ perience to deal with it. 
For immediate access to global 


-o capabilities built up over a century of 


. international activity, ask a Commerz- 
banker. 


Hong. Kong. Branch: Connaught Centre, Connaught Road, 
on Kong, Tel.: 5-210217, Tx.: 66400 cbk hk hx 


Tokyo Branch: Nippon Press Center, 2-2-1, Uchisaiwaicho Chiyo- 
da-ku, Tokyo 100-91, Tel: 502-4371/ 4375, Tx.: 4 25971 cbktok 


ia) Lid., Tower 3902, DBS Building, 
6, Shenton Way, Singapore0106, Tel.: 223.4855, Tx.: 27189 cbksin 


Head Office: PO. Box 2534, D- 6000. Frankfurt/Main. 








v 865 branches throughout West Germany, including West Berlin. — 
 .  Bronches. and. Subsidiaries: Amsterdam, Antwerp, Atlanta, —— 
- Barcelono, Brusel, e Chicago, Hong Kong, London, Luxembourg, | 
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President Reagan gives in to protectionist pressures 
on imports — and Asian exporters are up in arms 


By Robert Manning in Washington 


n a move that promises to disrupt 

the world textiles trade radically, the 
administration of United States Presi- 
dent Ronald Reagan unveiled the latest 
in a series of election-year protec- 
tionist moves aimed at cracking down 
on textiles imports — a redefinition of 
the "rules-of-origin" provisions for 
textiles and garment imports. 

The new import curbs seem certain 
to set off a bitter trade dispute. Al- 
ready US importers are preparing a 
court challenge to the new rules, while 
a backlash in the form of a retaliatory 
cutback in grain purchases by China, 
one of the most affected exporters, is 
not ruled out. (Well-placed sources say 
Peking is protesting strongly through 
diplomatic channels, as are other ex- 
porters; tougher action could follow.) 

The new rules, disclosed by the US 
Customs Service on 3 August, appear to 
score yet another victory for the US 
textiles lobby, which has maximised 
its leverage on the Reagan administra- 
tion in this election year. 

In July, the textiles lobby filed coun- 
tervailing-duty complaints with the 
US Commerce Department against 13 
textiles exporters — mostly Asian — 
and in recent weeks the customs ser- 
vice has also launched an offensive 
against textiles frauds such as trans- 
shipment, whereby a manufacturer, in 
order to evade quotas, lists exports as 
being from a third country (REVIEW, 9 
Aug. But the new rules of origin, 
which at present are to go into effect 
after 7 September, could alter funda- 
mentally the textiles business, depriv- 


ing both the major Asian exporters and 
PHOTOS. UPI 





FAR EASTERN ECONOMIC REVIEW e 16 AUGUST 1984 


» 
Ld 
4. 
st. = 


fledgeling Asean and South Asian ex- 
porters of much of their major market 


(the US). 
Until now it has been a standard 
practice in the trade that yarn 


might come from one country, be 
woven into fabric in another and 
perhaps have sleeves or buttons sewn 
on in a third. Frequently, the major ex- 
porters such as South Korea, Hong- 
kong, China and Taiwan fill their 
quotas early in the year; so to avoid 
surpassing quotas they have already- 
cut garments sewn together in less- 
developed countries such as Bang- 
ladesh or Indonesia, which are then de- 
signated as the countries of origin for 
export purposes. 

But under the new US rules, textiles 
coming into the US, the world's most 
lucrative market, must have under- 
gone “a transformation so substantial 
that it can be considered to be a new 
and different article of commerce . . . 
distinct from the article or material in 
the originating foreign territory or 
country or insular possession." Speci- 
fically, the new rules say that "sub- 
stantial transformation" of an article 
will not be considered sufficient if it 
has "merely undergone . . . joining to- 
gether by sewing, looping, linking or 
other means of attaching component 
parts; cutting or otherwise separating 
articles which have previously been 
marked with cutting lines .. . or pro- 
cessing such as dyeing, printing, 
showerproofing, superwashing or 
other finishing functions.” 

Thus, such standard practices will 
no longer be sufficient to have the third 
AP 
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ports cut in Hongkong but sewn in 
China or Indonesia will count against 
the quota of Hongkong instead of those 
of the third countries. Moreover, offi- 
cials of textiles-exporting countries 
told the REVIEW, cumbersome new 
documentation rules provide yet 
another obstacle to exporting to the 
US market. If textile products are 
manufactured in more than one coun- 
try, the importer, producer, exporter 
or manufacturer must provide a de- 
claration detailing the manufacturing 
or processing operations, materials 
used and costs involved as well asiden- 
tifying other countries involved 

In addition, procedures on exporting 
and accounting of shipments will be 
tightened, with the export date listed 
as the time a shipment leaves the last 
port of the country of origin. And to 
clamp down on split shipments, 
whereby exporters have broken down 
shipments below a value of US$250 so 
that they do not require visas or export 
licences, customs will tighten proce- 
dures on who is designated as a consig- 
nee for such merchandise. Also, tighter 
controls over bonded warehouses, 
where merchandise (for example, suits 
listed as jackets and trousers) is some- 
times separated to evade quotas, will 
be put into place 


he decision to draw up new regula- 

tions followed a cabinet meeting in 
October 1983 which resulted in Reagan 
signing an executive order on 9 May, 
instructing an inter-agency committee 
to draw up tighter regulations within 
120 days. Well-placed sources told the 
REVIEW that both the US State Depart- 
ment and US Trade Representative 
William Brock had fought unsuccess- 
fully against the moves. Much of the 
US textiles industry is located in the 
southern US — an area vital to 
Reagan's re-election campaign; and 
Reagan had made a pledge to the in- 
fluential Republican, Sen. Strom 


export. Rather, the ex- 
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. House to take such action. 
Nonetheless, Walter Lenahan, the 
US Commerce Department official 
—— who chaired the inter-agency group, 
said he did not view the new rules as a 
= victory for the US textiles industry, 
— but merely as something to improve 
_ the administration of US import pro- 
iy . cedures. Lenahan conceded that the 
‘US industry “will undoubtedly bene- 
— fit.” He also argued, however, that 
— while the major garment manufactur- 
ers had a record year in 1983, they ac- 
E count for only about 10% of total US 
_ production, and some 28,000 smaller 


Du manufacturers did not fare so well. 
- 2€ IE 
_ Phere was a record surge of textiles 
en and garment imports to the US in the 
-first four months of this year. In the 
- first five months, garment shipments 
from major suppliers such as Hong- 
_ kong and Taiwan increased only 10%, 
but those from fledgeling exporters 
— such as Thailand and Pakistan rose 
. much more rapidly — Thailand's 
d umped 97%, and shipments from In- 
donesia, for example, soared 227%. 
‘Most industry analysts concur that the 
Birength of the consumer-led US re- 
covery and over-valuation of the US 
© dollar were primarily responsible for 
_ the growth of imports. But Lenahan 
— stressed that the intent of the new 
— rules, which will be policed by a 
— beefed-up phalanx of 60 new customs 
agents in the US and abroad, “is to de- 
E: termine if there is sufficient value 
. added or not." 
A senior US customs official em- 
= phasised that the new rules are only in- 
| terim — not final. regulations. “There 
are always some areas that need 
— clarification or correction, or are too 
X ambiguous," he said. “We have already 
— found a couple of such areas." Under 
. the guidelines for the adoption of new 
43 regulations, all concerned parties have 
60 days to submit comments to the US 
Customs Service in regard to the new 
Y 1 rules, and a senior customs official told 
the REviEW: "Where appropriate we 
- will make changes. If strong enough 
- legal arguments are presented, we may 
— have to do away with some of the new 
. regulations." But the new rules will go 
= into effect well before the 60 days 
— elapse. 



















(0 Ẹtisdifficult to calculate theimpact of 
the new import rules, but Michael 
Daniels, an attorney for the American 
Association of Exporters and Import- 
ers (AAEI), a leading counter-lobby to 
- the textiles lobby, told the REVIEW: “It 
— will be in the hundreds of millions of 
- dollars.” Textiles orders are usually 
- placed six months or more in advance, 
= S0 many garments ordered for the au- 
tumn and winter seasons in the US 
were placed in April or May. Many 
Asian exporting-country officials are 
just beginning to study the new regula- 
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“But “Bill Dorward: the ‘Hongkong 
Trade Commissioner in New York, said 
that the prime effect will be-on knit- 
wear, and pointed out that Hongkong 
knitwear exports amount to about 
US$280 million a year, accounting for 
about 15% of Hongkong's total textiles 
exports. Dorward added that China, 
Sri Lanka and Indonesia are likely to 
be hardest hit. The new rules only af- 
fect countries that have bilateral-re- 
straint agreements with the US; the 
US has such agreements with 28 coun- 
tries under the Multi-Fibre Arrange- 
ment (MFA) and with eight non-MFA 
signatories. Dorward said: “It will not 
affect developed countries; it will 
tighten the screws on countries that 
are already screwed down by quota 
agreements.” 

A Chinese official commented: “It's 
really a mess, I don't know how you can 
do business with the US." He said the 
documentation will be extremely dif- 
ficult. "Often fabric is bought from 
Japan, sent to Hongkong, made in Ma- 
laysia — how can you get all the docu- 
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new rules will be eti rely bia 
to the textiles trade. Dorward claimed 
the move "clearly violates the Gatt 
[General Agreement on Tariffs and 
Trade| because it is discriminatory 
against countries with bilateral ac- 
cords with the US, violates the MFA 
and violates the bilateral accords.” 

A number of responses are expected 
on several fronts. Daniels said that the 
AAEI will fight the new moves in con- 
gress and in the US courts. Initially, an 
injunction against the date of 7 Sep- 
tember for implementation is expected 
to be filed. Daniels argues that lead- 
time is needed to comment, to react to 
the comments and to cushion previ- 
ously ordered shipments against im- 
plementation. Consumers, importer 
and exporter groups and US farmers' 
groups are mobilising forces in con- 
gress to oppose the new moves. Whe- 
ther this coalition will be able to 
counter the clout of the textiles lobby 
is uncertain. But the influential Sen. 
Bob Dole has been approached to ap- 
peal to the US administration. 


Trouble at the mill 


Hongkong reacts violently to the new US measures, which 
could affect some HK$2 billion worth of exports 





By Emily Lau in Hongkong 


he Hongkong textiles and garments 

industry has reacted strongly to 
tough new regulations governing the 
origin of textiles imports proposed by 
the United States. One garment manu- 
facturer said the regulations would 
make present legal transactions illegal 
overnight. 

Acting Director of Trade Michael 
Sze said that if the proposals were im- 
plemented without amendments, 
Hongkong's textiles exports to the US 
would be severely affected. Under 
threat are exports valued at more than 


_HK$2.2 billion (US$282 million), oti 


about 14% of the territory's total tex- 
tiles sales to the US. 

Referring to the new US Customs 
Service regulations, Sze said: "For ori- 
gin purposes, we can only make as- 
sumptions as to what is excluded, but 
we simply do not know what is in- 
cluded. The regulations pose a serious 
threat to the knitwear, dyeing and 
finishing industry.” Another area of 
concern is that additional documenta- 
tion would be required for textile pro- 
ducts subject to the bilateral textiles 
agreement with the US. The documen- 
tation required is extensive and, in 
some cases, the information may be 
unobtainable. 

The new rules took the Hongkong 
Government by surprise. As late as 
May, government officials were reas- 
sured that the territory would not be 





hit FH tlie new measures. In July, when 
they discovered the US was trying to 
get import control through the back 
door, they began intensive lobbying. 

Spokesmen for the industry said the 
proposed regulations were a result of 
conservative politicians trying to push 
through protectionist measures during 
an election year and had virtually no- 
thing to do with preventing fraud, the 
ostensible justification for the mea- 
sures. The timing of the publication 
also made it inipossible to mount a 
counter-lobby of congressmen since 
the move came only days before the 
end of the congressional session. 





" ha Í 5 , è 
es : j mma lk 4 : = " í ‘ — á L r. z "li - . 
ee ee ee eee EN a NER ee S 


_. . US farmers recall the impact of the - 

' textiles dispute with China in 1983 
which cost some US$2 billion in lost 
orders. A Chinese delegation was s 
traversing the US in July, placing or- In Manila 
ders for grain to fulfil its agreement 
with the US. China has so far purchas- 
ed more than US$4 billion worth of 
grain this year, and under the bilateral 
accord should purchase US$8 billion 
worth by the end of the year. Sources 
said they expected Peking might again 
retaliate by cancelling grain pur- 
chases. Asian exporters will also file 
complaints with the Gatt textiles sur- 
veillance body, whose decisions are 
generally respected by the US. 

Ironically, the US move, combined 

with an array of pending protectionist 
measures across a broad spectrum of 
industries — such as copper, steel and 
motor cars — have had a counter-pro- 
ductive effect on the US, which is seek- 
ing to expand the Gatt system, hoping 
for a new multilateral conference in 
1986. Moreover, the moves will un- 
doubtedly fuel already substantial 
sentiment against renewing the MFA, 
which expires in 1986. oO 





Nevertheless, the Hongkong Gov- | 
ernment is determined to press its case 
as hard as possible. Secretary for 
Trade and Industry Eric Ho delivered a 
diplomatic note to acting US Consul- 
General Richard Williams, demanding 
that the US authorities relieve the im- | 
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kong, and sought early consultation of service that comes even before itis 
with Washington on the new rules. asked. Fine accommodation, superb food; 


Since the administration of President 
Ronald Reagan has set aside only two 
months for comments, Trade Depart- | 
ment officials felt time was not on their | 


drinks and entertainment way above the 
ordinary. In addition, a dependable Guest 
Relations Service to cater to your smallest 








side | needs. And Of course, d comprehensive 
Business Center t competently 

he chief executive of Laws Fashion work for your business. Thats 
Knitters, Lawrence Mills, a former why we invite vou to our hotel 
director of trade, said the US move re- Certainly. we alwavs look 


presented a unilateral imposition of did 4» Oba "y 
regulations which was not in accord- Jorwara LO. Off [des " 
ance with the provisions of the Multi- IntereContinental advantage, 
Fibre Arrangement or the US-Hong- 
kong bilateral textiles agreement 
signed in June 1982. If the Hongkong 
Government allowed the agreement to 
be changed unilaterally by the US, it 
would undermine the whole basis of 
bilateral agreements, he said 

The American Chamber of Com- 
merce (Amcham) in Hongkong also se- 
verely criticised its own government 
over the textiles regulations. A spokes- 
man for Amcham said the US Treasury 
had not fully grasped the implications 
which in effect would prevent all ex- 
ports from Hongkong. Amcham of- 
fered to help the Hongkong Govern- 
ment gain a reprieve from the 7 Sep- | 
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tember deadline for implementation of Ayala Avenue, Makati; Tel. 815-97-] l; Telex: RCA 23314 ICH 
the regulations. For reservations call: Hong Kong: 5/243081; Fokvo! < 
Trade Department officials also Singapore: 2202476; Osaka: 2630666 


hoped that US garment wholesalers 
and retailers would win an injunction 
from the court to defer the implemen- ——— 
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tation date, giving the two sides more 
- time to negotiate. Meanwhile, trade of- 
—ficials pointed out that damage has 
been done already. Some US buyers 
have cancelled their orders to Hong- 
kong, fearing that the new rules might 
prevent delivery, especially near the 
peak Christmas trading period. 

The sweater-manufacturing indus- 
try, which exported HK$1.88 billion 
worth of sweaters and similar goods to 
the US last year, would be the most af- 
fected by the change in the rules of ori- 
gin. For many years, sweater panels 
have been knitted and cut in factories 
in neighbouring Guangdong province. 
At present about 50,000 Chinese are 
employed by Hongkong factories in 
Guangdong. The panels are then ship- 
ped to Hongkong where the sweaters 
are put together and packaged for ex- 
port. Any change in the present ar- 


ers: a threat to 50,000 jobs. 


TI enst » ed in 


Vaso, cnt 





rangement, therefore, will not only af- 
fect the jobs of tens of thousands of 
factory workers in Hongkong but also 
those of some 50,000 in Guangdong. 
The official Chinese newsagency 
Xinhua's Hongkong branch has ex- 
pressed deep concern over the Ameri- 
can proposals. However, the Hong- 
kong Government is not keen to see 
China intervene directly on its behalf 
at a time when the territory is hoping 
to have its autonomous trading rights 


CORRECTION 
In ECONOMIC MONITOR (REVIEW, 9 Aug.), 
it was incorrectly stated that Thailand re- 
corded a net capital inflow of Baht 14.5 billion 


(US$650 million) rather than an increase in 
its balance-of-payments surplus to Baht 14.5 
billion in the first six months of 1984 from 
Baht 1.1 billion in the comparable period of 
1983. The error in processing is regretted 
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1 Inc mant 
turers are hoping that China will Bep 
put pressure on the US to amend the 
regulations. 

On the brighter side, the episode may 
help to revive the knitting industry in 
Hongkong, which in the long term may 
be beneficial to the territory's develop- 
ment, since it would mean more indus- 
trial investment and more employ- 
ment. With the industry moving into 
high-technology, local factories may 
adopt computerised knitting, thus ob- 
viating the need for cheap overseas 
labour. But some would argue this goes 
against the philosophy of the territory, 
in which market forces tend to deter- 
mine economic activity. 


» Shim Jae Hoon writes from Seoul: The 
new country-of-origin restrictions on 
textiles imports into the US are not 
likely to have much effect on South 
Korea’s exports in this area, according 
to government officials. 

The response here to the new ruling 
has been notably calmer than it has 
been regarding other trade restrictions 
introduced by the US this year, with 
public and private bodies taking a 
wait-and-see attitude. South Korean 
textiles exporters have very few 
offshore operations — a few in Sri 
Lanka, Singapore and Bangladesh, the 
kind of third-country export base 
which the new restrictions may be 
aimed at — but these make up a neglig- 
ible share of total exports to the US. 

Textiles exports to the US soared in 
1983 to US$1.9 billion, well up on the 
previous year, and comprising a 31% 
share of the country’s total textiles ex- 
ports of more than US$6 billion. Oo 





INDUSTRY 


Light on waste 





China is interested in recycling nuclear 


waste from Europe for energy use 


By Peter Harrison in Vienna 


hina has agreed to accept atomic 

waste from Austria — but not only 
to dump it in the Gobi desert, as was 
reported earlier. Rather, the China Nu- 
clear Energy Industry Corp. (CNEIC) 
would recycle the recovered uranium 
for energy production. The Viennese 
magazine Profil published the text ofa 
letter of intent which, it claims, had 


been signed in June in Peking by 


CNEIC president Liu Junfu (an ex- 
general) and the director-general of 
the Austrian energy organisation Ver- 
bundkonzern (GKT). 

Austria has a nuclear “white 
elephant" — the Zwentendorf nuclear 
reactor which cannot be operated be- 
cause of the negative outcome of a 
referendum. A majority of voters ob- 


jected to home-made nuclear energy 
on the grounds that it was not clear 
where the nuclear waste would be 
stored. Since Austria’s then chancel- 
lor Bruno Kreisky had thrown his pre- 
stige behind Zwentendorf, the referen- 
dum became a political issue, with the 
socialists voting in favour of operating 
the reactor and the conservative oppo- 
sition voting against. 

If China's offer materialises, China 
will accept from Austria 22 tons of 
atomic waste annually until the year 
2010, reports Profil. (The economic life 
expectancy of Zwentendorf is esti- 
mated to be 20 years.) This will be new 
ammunition for the Zwentendorf sup- 
porters who are pressing for a new re- 
ferendum. A nod from a majority of 


voters would, however, not im- 
mediately open the door for the deal 
with the CNEIC. 

First, the Austrian Parliament 
would have to approve the peaceful use 
of atomic energy in the country. In ar- 
ticle three of the letter of intent, China 
pledges to use the recovered material 
only for peaceful purposes and not to 
re-export such nuclear material. 
Furthermore, both sides agreed to 
apply the safeguard guidelines of the 
Vienna-based International Atomic 
Energy Agency “for the physical pro- 
tection” of the nuclear material. 

However, a mere contract between 
GKT and CNEIC may not be sufficient 
for the implementation of these 
pledges. A formal treaty between the 
two governments may be required. 

Before glasses of mao tai were 
clinked, both sides agreed to treat the 
commercial aspects of the contract as 
strictly confidential. Austria was the 
first country to enter into serious 
negotiations with China after Peking 
offered in February to accept up to 
4,000 tons of nuclear waste from West 
European countries. 
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_ By Shim Jae Hoon in Taegu 
i extiles are to Taegu what cars are 
_ & to Detroit. But while Detroit's car 


industry is on the upturn, people here 
- who produce chemical fibres and cloth 
_ are fighting for survival. “The situa- 
- tion is so depressing that I've stopped 
T Boing to see my factory," said J. E. 
1 Park, chairman of the Kabul Group. 

7. - Producing 12 million yd of synthetic 
— fabric a month, his is one of the three 
largest mills in this city of 2 million 
— people. And Taegu lives or dies on tex- 
~ tiles — the production of synthetic fab- 
T Tics represents 48% of the city's total 
— Manufacturing output and employs 
- 64% of its workforce. And yet, it is this 
f Chemical sector, dominated by some 
— 700 small sub-contractors supplying 
— finished fabrics to big companies, that 
is in the grip of Taegu's most serious 
— recession in years. 

— Many of the city's problems are 
— beyond its control. On top of an 8% 
—drop in domestic demand over 1983, 
_ the Iraq-Iran war has virtually wiped 
T out the Middle East market, while 
Southeast Asia, another large import- 
er, has become more competitive be- 
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- By Kedar Man Singh in Kathmandu 


“Fhe government of Prime Minister 
_ E Lokendra Bahadur Chand tabled 
‘an ambitious but heavily foreign aid- 
dependent budget for Nepal for the fis- 
Gal year 1984-85, which started on 16 
July, amid an unsuccessful bid by an 
anti-Chand group of legislators to 
block the proposal. The Rs 9.8 billion 
«US$601 million) budget tabled by Fi- 
nance Minister Prakash Chandra Lo- 
hàni, an American-educated eco- 
-nomist, earmarks Rs 3.07 billion for 
"regular expenditure and Rs 6.7 billion 


- for developmental ppc i o 

— To finance this, Lohani plans to raise 

_ Rs 4.19 billion in regular and non-tax 

ferevenues while about 43% of total 
Spending, or Rs 4.2 billion, is expected 

_ to be met by foreign aid. In terms of the 


development budget alone, this 
‘amounts to about 63% as against 
1983's 50%. 


The plan calls for a huge budget 
deficit of Rs 1.4 billion which, critics 
say, will boost inflation. Lohani has 
maintained that though the deficit will 
be met through internal loans, which 
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The Nepalese Government has proposed a budget that 
E charge is inflationary and aid-dependent 
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: South Korea's beleaguered synthetic textiles industry is 
. engaged in a life-and-death struggle to stay afloat 


cause of rising supplies from countries 
that are rapidly catching up with 
South Korea. Indonesia, for instance, 
is turning out more synthetic fabrics. 

Argentina and Brazil, traditionally 
big buyers of polyester, nylon taffeta, 
georgette material and other chemical 
fibres, drastically have reduced their 
orders because of foreign-exchange 
shortages. In the United States and 
Europe, demands for Asian textiles 
have rapidly changed from chemical to 
natural fibres. South Korea also has 
been hit hard by China's emergence on 
the world textiles market. The change 
was too rapid for Taegu to catch up 
with. And funds for replacing chemi- 
cal-production equipment with that 
capable of producing natural fibres are 
critically short. 

While the country is aiming for a 
10% growth in total textiles exports 
worth about US$6.6 billion for 1984, 
Taegu manufacturers must put up with 
a massive price drop. In June, the cif 
price of matt georgette and dolby 
georgette dropped to 55 US cents a 
yard from 83 cents a year ago on Hong- 


include bank borrowings, sale of 
bonds and security bills, he will 
not allow the money supply to rise 
by more than 10%. 

Nepal's dependence on foreign 
aid during fiscal 1982-83 was 
only 34% of total expenditure, 
compared with a projected 43% 
for 1984-85. The government has 
allocated Rs 529.2 million for de- 
fence, which accounts for 1795 of 
the regular budget expenditure 
and 5.3% of the total budget. The 
local press and politicians have 
strongly criticised the govern- 
ment for allocating so much for de- 
fence in a country which has declared 
itself a zone of peace. Lohani so 
far has failed to justify the in- 
crease in defence allocation which is 
20% more than that in the last fiscal 
year. 

Lohani has proposed to increase 
total expenditure by 33.9% compared 
with 1983-84 revised estimates and 
regular expenditure by 36%. He said 
the increase in regular expenditure 
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kong and Singapar while 
that for nylon taffeta cents | 


to 40 cents, according to figures re- 
leased by Taegu's textiles federation. 
Other polyester and chemical pro- 
ducts, such as gaberdine, once ex- 
ported to China in large quantities to 
be made into Mao-style uniforms for 
party cadres, also suffered due to 
China's own expanded manufacturing 
capacity. 

Sub-contractors have accumulated 
an enormous inventory of polyester 
cloth reaching 175 million yd worth 
Won 92.3 billion (US$114.66 million), 
or four times the normal level. To- 
gether with velvet, silk and cotton gar- 
ments and material, the total stockpile 
has hit 192 million yd worth Won 110.5 
billion, an official survey indicated. 


pee: these headaches, factories 
have managed to run at an average 
rate of 70% capacity and exports had 
reached US$70 million in the month of 
May, up 13% from a year earlier. Most 
makers, though, especially smaller 
ones, have complained of a sharp drop 
in profits. In the first six months, 18 
manufacturers went bankrupt. An- 
other 15 have announced partial or 
total suspension of operation. 

All of Taegu's five largest synthe- 
tic fibre-makers, including Kabul, 
Tongkook Corp. and Nam Sun, have 
received emergency loans worth Won 
25 billion from the central government 





was due, in the main, to a rise in civil 
servants' pay which is estimated to 
cost the national exchequer Rs 290 
million. The pay scale has been in- 
creased by 11% to 37% as recom- 
mended by a high-level *pay commis- 
sion." The increment has largely bene- 
fited higher ranking officials while 
low-salaried civil servants received a 
low 11% rise. 

Government revenue is estimated to 
increase by 23.1% to Rs 4.19 billion, 
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to settle some of the Won 70 billion 
owed to suppliers of finished fabrics., 
Until the help arrived, they had sur- 
vived by discounting promissory notes 
maturing in six months, issued by big 
firms. Nam Sun, a household name in 
Taegu, unable to settle an avalanche of 
overdue bills, has finally gone under 
bank management. 

The reason manv still go on export- 
ing “at a loss," experts say, is govern- 
ment export-financing loans. Since 
export loans in won are pegged to a 
company's quarterly export value, 
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while foreign aid is estimated to in- 
crease by 67.3% to Rs 4.2 billion. Lo- 
hani said additional foreign aid has 
also been mobilised for big river pro- 
jects such as the Marsyangdi hydro- 
electric project, the Mahakal-Kohal- 
pur road project — the last sector of the 
1,040-km Mahendra national highway 
running parallel to India's Bihar and 
Uttar Pradesh states and various 
power-transmission projects. 

Of the total development expendi- 
ture the largest amount (Rs 2.1 billion) 
has been allocated for agriculture, irri- 
gation, forest and soil conservation, 
land reforms and land survey, while 
the second largest amount (Rs 1.03 bil- 
lion) will go to the industrial and min- 
ing sector, Rs 960 million to transport 
and communications and Rs 743 mil- 
lion to education. The rest is allocated 
for health, the national panchayat 
(parliament) and local development, 
social services and other economic ser- 
vices. 

The national consumer-price index, 
which registered an increase of 14.2% 
during the first nine months of 1982- 
83, declined 2.1% in the same period in 
1983-84, mainly due to an 18.4% in- 
crease in agricultural production, as 
well as regular and timely supply of 
essential commodities and construc- 
tion materials, Lohani added. He 
claimed that a seven-point economic 
programme announced by the govern- 
ment also helped boost gross domestic 
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“Company A, for example, must con- 
tinue to export regardless of perform- 
ance. Stopping exports means forfeit- 
ing this important source of credit in a 
country where credit is chronically 
short. 

While demanding more loans on 
their inventory until they can come up 
with a check-price system to prevent 
export prices from falling further, 
through control of suicidal competi- 
tion by small, desperate exporters, in- 
dustry figures here are trying to map 
out their long-term survival. On their 
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own initiative, they 
have resolved not to deal 
with tiny exporters who 
ship out fabrics at rock- 
bottom prices to Hong- 
kong, Singapore and 
elsewhere. In addition 
to diversifying into gar- 
ment-making, they 
want to set up a textiles 
college specialising in 
the art of dyeing, high 


fashion and research 
into quality yarn and 
fabrics 


The Ministry of Trade 
and Industry in Seoul, 
which has come under 
widespread criticism for 
misguiding textiles- 
makers by allowing ex- 
pansion at uncertain 
Xm hi times, has been re- 
quested not to approve further instal- 
lation of mass-producing water-jet 
looms in Taegu and nearby towns, 
where already 80% of the nation's total 
are concentrated. Small, cash-strap- 
ped sub-contractors particularly re- 
sent what they regard as the govern- 
ment’s failure to protect them from big 
makers who take advantage of the cur- 
rent recession to delay payment on 
their supplies. They want their vertical 
relationship with big manufacturers to 
be made more secure, dependable and 
equitable. o 
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arge gains in consumer-goods pro- 
duction brought a better balance be- 
en heavy and light industry in the 
half of this year, indicating a 
jer match between performance 
planners macro-economic tar- 
. The 11.7% growth rate of heavy- 
istrial output value only narrowly 
red light industry's 11.5% gain, 
he overall increase is still more 
twice the planned 1984 indus- 
wth rate of 5% announced in 





to one between actual and plan- 
e figures now seem a regular 
e of the Chinese economy. In 
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g now than two or three. years ago. 
he internal structure has changed 
ificantly to focus on precisely 
3 | sectors — energy and 
| hich are of most concern 


_ bower-generation 







" s of 32.6% and 42.3%. 
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returns. 


ar excessive growth will dilute con- was briefly the world' s biggest cotton 
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dins 1982-83. Most other heavy-in- 
dustry categories maintaining double- 
digit growth are either critical con- 
struction commodities, such as cement 
and plate glass, or important feed- 
stocks for light industry. 
 Primary-energy output rose by 8.7% 
in the first five months of this year, the 
fastest growth | rate since 1979. The 
rapid rise was attributed to new on- 
shore oilfields coming into production 
and bigger increases in output from 
local collieries (operated under pro- 
vincial management rather than the 
national Ministry of Coal Indus- 


dy) 


ast year's final figures for agricul- 

tural output value showed a 9.5% 
increase over 1982 {if rural industry 
output is excluded, the’ increase was 
7.995). Grain production ‘was 387.3 
million tonnes, an increase of 9.3%. Al- 
though slightly less than the remark- 
able 11.2% rate scored in 1982, China's 


ability to sustain high agricultural 


output growth. es has firmly valid- 
ated the post-Mao rural economic re- 
forms. Early. reports indicate a suc- 
cessful summer grain harvest this year, 
with some provinces claiming in- 
creases of 10% over 1983. 

The cotton harvest, a bumper 4.64 
million tonnes, was a 28.9% increase 
over .1982 when cotton production 
grew 21.3%. Since 1980 (when China 
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| clothing. Grain | purchases, 
began to recover | | 


countries should not be les har that : 
on imports from India. Such rebate 
also has been provided for imports 
from Tibet, Nepal's northern neigh- 
bour, ü 


CHINA 


importer, with purchases of approxi- 
mately US$1.5 billion, mostly from the 
United.States), China has become es- 
sentially self-sufficient. Total cotton 
imports were valued at US$330. mil- 
lion last year and were only US$20.9 
million in the first quarter of this 
year. 

Growth in total foreign trade, which 
slowed briefly in 1983 to 11. 4%,. 
showed signs in the first quarter of re- 
suming a more rapid pace, with an in- 
crease of 26.6% over the same months 
of 1983. But the numbers slackened ir 
the second quarter. Preliminary fig- 
ures forthe first half showed exports at 
US$11.4 billion, an increase of 11.4% 
in constant US dollars. Imports were 
valued at US$8.5 billion, an cue 
increase of 10.6%. 

First-quarter purchases of i iron and 
steel products were up by 52.2%, fol- 
lowing a dramatic 84.7% increase in 
1983, according to official customs fig- 
ures, and purchases of non-ferrous 
metals also continued to grow rapidly. 
Domestic demand for steel, fired by 
higher-than-planned construction and 
heavy-industry growth, nearly ran out 
of control in 1983, spawning illicit 
price increases by domestic smelters 
(REVIEW, 21 July). Imports have partly 
plugged the gap. The greatest benefac- 
tor so far has been Japan, with exports 
rebounding in 1983 to US$5.5 billion, 
according to Chinese figures. Steel 
products accounted for US$1.7 billion 
of the total, an increase of 69%. 

Preliminary 1984 reports suggested 
a recovery from last year’s slowdown 
in Sino-US trade. China's 1983 exports 
to the US dropped 15.7% to US$1.7 
billion, according to Chinese figures 
(US figures show a decline of 1.7% to 
US$2.2 billion). Imports from the US 
officially fell 15.7% to US$2.8 billion 
(US figures say 25.4% to US$2.2 bil- 
lion). This decline reflected a 56% cut 
in China’s purchases of US grain in the 

course of a dispute over US import 
poliey toward. Chinese textiles and 
which 
| the last quarter of 
fa hostage to a con- 
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The NEW A320. 


Arrival of a superior intelligence. 


A320: The most complete package 
of new aviation technology to become 
available to the airlines since the dawning 
of the jet age. 
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TOKYO HILTON 
INTERNATIONAL 


B oiii: 


Shinjuku Park is a few steps away from us. 
But peaceful surroundings don't mean vou ll have 
to rush to vour business appointments. 





We're in the midst of the new business district of Shinjuku. 


And only a stroll from shopping and entertainment. 
With over twenty vears experience in Tokvo 
backing us up, we ve learnt to combine 
the world of man with the world of nature. 

Call vour travel agent, 
any Hilton International hotel or 
Hilton Reservation Service. 


Opening September 1, 1984 
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WWF Kojo 


Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


ORS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the dona Asse pace by 
Far Eastern Economic c Re Tei 
Advertisement prepared as a public service by Ogiloy & Mather 
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Work goes better because you and the Sharp Z-60 are such 
a great team. Advanced mechatronics technology keeps you in 
direct touch with this easy-to-operate, simple-to-maintain 
economical partner. You save time and money. 

A more user-friendly copier would be hard to find. The 
compact, lightweight Sharp Z-60 locates anywhere. A conven- 
ient flat-key control panel with LED indicators makes operation 
super simple. 

Although it's small, the Z-60 copies as easily on oversize B4 





ANew 


as on business cards, right on the edges of the EN 
copy. Its interchangeable developer units provide Bs A5 — 
beautiful copies in black, red, blue or brown. | B4 A4 


The Sharp Z-60 personal copier. It's good for business and an 
important step toward easier, more accurate information 
processing. 

‘ Sharp calls this unique concept PA (Personal Auto- 
mation) because it maximizes your personal capabili- 
ties and potential 
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SHARP CORPORATION, JAPAN 





Please contact your local Sharp distributor tor turther information 





The Philippines: AUTOMATIC APPLIANCES, INC. Makati Commercial Center Ayala Avenue. Makati. Rizal Tel 88-77-54 BB.76-96. B8.62-68 88.45.92 B6.56-26 


Hong Kong ROXY ELECTRIC CO., LTD. Room 1701-1710, Admiralty Center. Tower 1. 18 Harcourt Road Tet 5-8229311 (16 lines} 

Singapore: ROXY (SINGAPORE) PTE. LTD. 483 Tanglin Halt! Road. Singapore 0314 Tel 691911 

Malaysia ROXY (MALAYSIA) SDN. BHD, Lot !6 Jalan 223 Section 14 Petaling Jaya Selangor Tel $71477, 571295 574313. 571364 and 561911 
Thaitand THE BANGKOK TRADING CO., LTD. 995-0 Charoen Krung Road. Pisten Bridge. Bangkok 5 Tel 234-5091-4 

Taiwan AURORA CORPORATION 8th Fl. No 148. Sung Chiang Ad. Taipei. Taiwan Tet (021 5639971 (10 imnes} 


P.T. TRITANU Jaan ir H Juanda Il No 12 Jakarta Pusat - Indones:sa Tel 367608 















early. September are 
reacnin ir final phase with a 
heavy acient on sales pitch -= re- 
cently, potential investors were given 
a tour of the country's major indus- 
trial sites, and in early Augusta team 
from. Daewoo Securities, the fund's 
-South Korean adviser, departed fora 
road show through the United States 
to drum up interest in the fund. In- 
terest there certainly is. 

With fading expectations in other 
Asian markets such as Hongkong and 
Taiwan, a growing number of 


analysts see the Korea Stock Ex- 
| change (KSE), despite its current 


-growing pains, as a major source of 


business as the economy matures and - 


restrictions against investments by 


foreigners are relaxed in coming | 


years. 
Confidence in the popularity of the 
fund with investors in New York and 
Europe (15% of the shares will be of- 
fered on the Euromarket) is running 


high — several of the foreign houses - 


involved are reported to have wanted 
the total amount to be US$100 mil- 
lion rather than the agreed US$60 
million. 


There is nothing very exciting 


about the market, which one foreign - 


merchant banker based in Seoul has 
described as the "Achilles! heel" of 
.. the economy. Plagued by speculation 
and the dominance of a few "big 
hands," the number of investors as 
well as listed companies has drop- 
ped in recent years despite govern- 
ment efforts to bolster the market 
through loans to investment com- 
panies. 

However, the South Korean econ- 
omy's full- blown recovery from the 
recession of 1980-82 has led many to 
feel that the KSE is riding on such 
strong fundamentals it is bound to 
find itself once the country's foreign 
accounts are brought. into balance, 
bank borrowing begins to fall and 
savings begin to rise — all predict- 
. ed by the government (perhaps op- 


timistically) to occur by the end of | 


1986. 

Despite the KSE's current prob- 
lems, competition among foreign fi- 
nancial houses for a stake in the fund 
has been keen, resulting in more than 


a few bloody noses. Perhaps the most 


disappointed party has been Merrill 
Lynch. Ever conscious of the prestige 


that. a PIE T name “of Fina lend to the 






tion in the spring ut! 1983, but the 


offer was declined. 

As interest in the fund has grown 
within the international financial 
community, Merrill Lynch has found 
itself regretting its initial rejection, 
which. has kept it out of the entire 
syndication. Shroff believes this lost 
opportunity may be just another in- 
dication of the internal problems the 
firm is currently facing. 

The selection of First Boston Corp. 
as lead underwriter took several mar- 
ket watchers by surprise. First Bos- 
ton has little experience in South 
Korea and is also thin on retail sales, 
the slice of the market the fund will 
have to aim for in New York to meet 
Securities and Exchangé Commis- 
sion regulations. Lehman Brothers, 
of the Shearson/Amex empire, has 


. taken second place, and with its im- 
pressive retail network, should lend 
` more strength in this area. 


_ Another surprising choice, in third 
position as underwriter, is the Inter- 


national Finance Corp. (FC) the | 


equity-investment arm of the World 
Bank. The IFC's investments in South 
Korean companies amount to around 
US$42.3 million equivalent. and its 
position in the syndication is largely 
due to pressure from the Ministry of 
Finance, which has played an im- 
eps role in arrangements for the 
on the À YS | and is likely to hold 
to its shares (which are worth around 
US$7.4 million) to add to its already 
large portfolio of South Korean com- 
panies. 

Scudder, Stevens & Clark has Been 
selected as fund manager at the sug- 
gestion of First Boston, but no doubt 
also due to the New York firm's ex- 
tensive experience in managing the 
Japan Fund. Heading the invest- 
ments wing of the fund from New 
York will be Seudder's vice-presi- 
dent, Nicolas Bratt. 

The total value of the fund is only 
around 1.5% of the KSE, and is un- 
likely to affect. share values much 
more than in initial euphoria follow- 
ing the launch of the fund. Seudder's 
dominant role in investment deci- 








sions, with advice from Daewoo 


Securities, may prove to be one of the 
most interesting offshoots of the fund 
here — the first time foreigners have 
payed a direct role of this sort c on the 
e IN addition to those i isitir in gi 3eo 
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Tokyo or London. They are nol p 
| mitted to conduct any överse 
. ness, and their new.offices, wi 


| to understand TOF ERE mark 


either buying into a South Kx 
securities firm, or forming som 
of cooperative relationship wi 
Securities firms in Seoul are allo 
to sell 10% of their equity (if 
have paid-in capital of at least Wo 
20 billion or US$24.84 million) to 
foreign buyers. 
For foreigners, the returns on buys. 




























with a local firm when the KSE 
liberalised to foreign investors in 
latter half of the decade. A foret 
partner also would be abie te d 
the growing needs of South } 
firms (particularly those of the Sot 
Korean partner's business group) 
foreign capital markets. | 
The successful f lotation c a 

Samsung Ser mi conductor &'T 
musicattons: earlier this year 


sion. ‘of South ‘Korean firms: 
kinds of financing from 
sources. “We're looking to 1988 w 
the South Koreans can tap the: 
vertible bond market overseas 
marked one prospective partner 
visit from London. 
With its growing inter 
contacts, Daewoo wou [be 
2: fo cign b r Di 
th 




















d First Boston would pre 
be its first choice due to the i 
tions created by the fund. At 
a lot of attention has been Dor 
Securities, another one of the 
five,” with connections to the 
Group. 

Dongsuh has been tali 
group of around 160 te 
headed by Schroders Asia S 
about the goce of a fe 








into their London office; itis she 
off on a deal for now. Pricer 
Bache is also reported to be 
terested in buying into Dongsuh 

All of the big five securities 
(Daewoo,  Dongsuh, Ssangye 
Lucky and Daelim) have rece 
permission to open two represent 
tive offices each in either New Yor 
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By Lincoln Kaye in Singapore 








empire cobbled together by bank- 
ig patriarch Wee Cho Yaw out of the 
otsam of troubled local institutions, 
as added another bank to its stable. It 
has- acquired, for $S$22 million 
J$$10.2 million), a majority stake in 
Far Eastern Bank (FEB) from the con- 
lling Ng family shareholders. 
The bid works out to just S$1.80 a 







































sset backing at the-end' of 1983. In 
snapping up this bargain, UOB re- 
lieved a headache that has troubled the 


: vè the a 1980s. por 
1g : hipyards, Keppel Shipyards, 


nt-controlled trading. company 


By James Clad in Kuala Lumpur 


A Malaysia's. overall balance-of- 
payments position again begins to 
eflect falling commodity prices and a 
resilient import bill, the country's re- 
current anxiety about its inexorably 
sing invisible-payments (or services- 
account) deficit has become promi- 
ent. 

From the prime minister down, offi- 
ial pronouncements have taken a con- 
erned tone, beginning in July with 
utgoing Finance Minister Tunku 
Razaleigh Hamzah describing the ser- 
ices deficit as "the number one prob- 
lem in the nation's economic manage- 
ment." Shortly afterwards, Prime 
Minister Datuk Seri Mahathir 
yhamad announced that invisible 


)* 


lion. _ = 







outflow a 
surance 


japore's United Giiersbis | Bank has stepped for 
) take another worry off the shoulders of the MAS 


he United Overseas Bank (UOB), an 


share — a price based on FEB's net | 


ished suitors such as Sem- | 
wang _as “fairly peppery.” That narrowed the 
E. Hong Leong group, the govern- | field down to Singapore's Big Four 


aco and ae Li i folding had a 


ayments, forecast last October to 
reach a M$7.3 billion (US$3.1 billion) 
deficit, instead will ll exceed M$9.5 bil- 






) tions. of eid 





ding reportedly started at nearly S$6 a 
share. 

But then the bank's loans started 
turning sour. FEB's latest annual re- 
sult showed a 50% decline in net profit 
(to'S$2.5 million), amid gathering con- 
cern over investigations by the MAS 
and the Corrupt Practices Investiga- 
tion Bureau into alleged improprieties 
in granting certain credits. Deposits 


fled and thebank'sextension of unsec- 


ured overdrafts was limited. Takeover 
suitors' offer prices dropped accord- 
ingly. Intraco established a benchmark 
with its bid in July 1983 to buy a 35% 


| stake at S$4.50 a share. 


The MAS vetoed that offer, how- 


ever, arguing that FEB needed a bank- 
ing-oriented adoptive parent to infuse 
"| appropriate managerial talent into the | 

. ailing institution and assume an asset ` 


book that one bank analyst described 


banks. 
But the Oversea- Chinese Banking 
Corp., the dowager of the local bank- 


der attack 


alaysia faces painful bholcas as it seeks ways to 
rb its growing service payments deficit 


“investment-income” remittances. — 
which include both dividend payments 
and interest on offshore loans — are 
growing still faster, along with busi- 
ness/educational travel costs (Malay- 
sia has 60,000 students living abroad) 


‘and professional and trade licensing 


fees. And though merchandise account 
estimates still look good (the Treasury 
expects a M$2.85 billion surplus for 
1984), a drop in rubber and other com- 
modity prices from their first quarter 
peak (REVIEW, 5 July) will probably 
drag this figure down when the final 
sums are done. 

The government's heightened con- 
cern at the invisibles position (with a 
perceived swing towards a deteriorat- 
ing payments position) takes various 


| forms. One is found in hints that even 
Some prized policies of the Mahathir ` 


administration, Such. as s convenient but 
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brought. the n home with ¢ aven- z 


(merchandis 


ing scene (REVIEW, 6 Oct: 83), which 
has remained traditionally aloof from 
such government- -backed “clean-up” 
operations as the FEB rescue plan, is 
currently preoccupied with internal 
restructuring under its new chairman | 
(page 73). Overseas Union Bank (OUB) - 
already paid its dues in 1983 when it - 
took control of the International Bank © 
of Singapore. And the 48% govern- 
ment-owned Development: Bank of 
Singapore (DBS) is already suffering 
from asset indigestion: . 

So that left UOB as the obvious can- | 
didate. The acquisition is in tune with © 
Wee’ S Apae pia ‘style. n was” by 


centives to set up pre-university in- 

stitutions in Malaysia to conserve | 
funds now spent on secondary school- | 
ing abroad. 

Improving publiés -sector tendering i 
procedures and insisting on "buying. 
Malaysian” also will complement. 
the government's invisibles-reduction | 
drive: a countrywide campaign to 
press these points home to public agen- 
cies with large procurement budgets 
will begin in 1985. The local press also 
has speculated that the government 
soon will push much harder to 
"Malaysianise" more of the consult- 
ancy fee component of public-sector 
civil engineering contracts. 

“The invisibles deficit has built up a` 
momentum of its own, growing like a 
cancer regardless of whether there is 
sufficient surplus in the visible trade 
account to finance it,” Mahathir said. 
recently. “By 1983 the invisibles def- 
icit amounted to M$8.3 billion... 10- 
years ago, this deficit was only about 
M$1 billion.” ` 

The combination of persistently 
growing services deficit and falling or 
volatile prices for Malaysian exports | 
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some analysts say — 
launched itself into the 


among Singapore banks by assets and 
by capitalisation, but already it is first 
in its branch network, with 56 opera- 
tions. The addition of FEB's five- 
branch network widens this lead. 

Meanwhile, over at the unhappy 
DBS, pre-tax profits dropped by a 
third, to $$89.8 million, in a poorer- 
than-expected interim result that was 
largely ascribed to a 22% increase in 
interest expenses (to S$395.5 million). 
In order to trim its S$364.4 million- 
worth of borrowings, the bank will 
float a S$232 million one-for-four 
rights issue (Singapore's largest so far 
this year) priced at S$4 — a 54% dis- 
count from the counter’s last-quoted 
trading price before the issue was an- 
nounced. 

Besides the increased interest ex- 
pense, earnings were also depressed by 
a 28% fall in dividend income (to 
5$16.5 million) and a 42% decline in 


other income (to $$51.5 million). At the. 


' ig 
start with. It may rank only third 





























previous interim, "other income" had .| $i) 


© been boosted by proceeds from the sale | 
= of DBS’ interest in the International ` 
_ Bank of Singapore to the OUB. But ob- . 
^ servers took some heart in the Teduc-. | 
> tion of bad debt provisions to S$41.2.- 






: million. Directors declared an un- 
. changed interim dividend of 8%. 





10% of total export receipts. From an 
11% annual growth rate, the invisibles 
accelerated during the 


"1970s to | 
crease reached 37% by the end of 1983. 


BA ahathir’s recent statements show a - 
#8 determination to devise new mea- - 


sures both to stem the flood of outward 
funds and boost foreign receipts. "The 
grim story of indebtedness in Latin 
_ America today provides an important 
lesson," he remarked in July. The 
prime minister is especially concerned 
that much of Malaysia's borrowing has 
financed consumption rather than 
productive investment — a charac- 
teristic he contrasts to the early phase 
of East Asian industrialisation when 
Japanese and South Koreans "denied 
themselves luxuries while building up 
exports." 

Unfortunately, a relentless attack on 
the problem requires that the next 
round of measures probably must cross 
the threshold between comparatively 
soft options and more severe steps 
which could cut into the Malaysians' 
lifestyle — such as imposition of a 


travel tax or even some restrictions on. 


amounts of money remitted abroad in a 
single transaction (a measure that 


» would still stop short of exchange con- . 
existing. 


ls. The government's 


eo 








2195. The 1980-83 rate of in- . 

































As you get "m. ” network: 
closer to your goal, mE" computerized | 
conditions can change rapidly. services combined with our 
So success means having the specialized advisors and ^ - 
right information as it hap- sophisticated management 
pens. That's why Sumitomo are powerful Sumitomo re- 
Bank keeps you flying high sources we invite you to use. 
in all climates by exclusive With an eye on the future, — 
facilities such as on-line Sumitomo’s creative banking. 
data between our many services and perspectives can 
overseas offices and Tokyo. do more for you. At the. 
Extensive information start. And at the bottom line. 
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viden the r: 
tional shipping, and 
.modity exporters' shipping strategies 





ference lines. | 
. The government took most of these 
measures after advice from the semi- 
official Council on Malaysian Invisible 
Trade which was formed in 1981. But 
dramatic results have proved elusive: 
in 1983 Malaysia pulled in only M$600 
million for shipping and insurance ser- 
| vices compared with payments ex- 
' ceeding M$3 billion for these services 
in the same period. Bank Negara (cen- 
tral bank) deputy governor Lin See 
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government also wants to reduce fob 
selling of commodities to overseas 
buyers. a 
Another remedy pushed 
thir is tourism. While Ma- 
laysians spent M$2.1 bil- 
lion abroad in 1983 
(excluding air fares), less 
than 50% of that was 
brought into the country. 
by visitors (who numbered 
2.7 million in 1983). For 
example, only a hefty mer- 
chandise-account surplus 
with Singapore keeps the . 
republics 45% share of | 
.al Malaysian external | 
travel-related payments 
| from pushing the balance 
. of payments between the 
| two countries into deficit. 
The prime minister, for 
example, is pressing hard 
for expanded services by 
Malaysian Airline System to boost re- 
ceipts from intending visitors. 
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discussed, factor in the invisibles 
account remains payments for "invest- 
ment income.” Four countries — the 
United States, Britain, Singapore and 
Japan — account for more than 63% of 
these remittances. But regardless of 
the ultimate beneficiary, this pay- 
ments category (which includes both 
dividends and interest on loans) has al- 
ways taken the largest share of Malay- 
sia’s total external service payments: 
in 1965, 75% of remittances in this 
category went for investment income 
(mainly dividend) purposes but this 
had fallen to 43% by 1983. 

What the Bank Negara figures do not 
reveal, however, is which payments in 
this category are loan repayments and 

which are dividends: massive pur- 
: chases of foreign-owned tin and plant- 
+o, fi conii ing h 03 
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| | to extract better prjces from the con- | 


1970s and 






ourists arrive in Kuala Lumpur: a push from Mahathir. "^^^" 


— AN renee CD RD EE REDE D C MN 





















payments of interest on loans, some of 
them raised.to buy out foreign firms. 
Interest payments by the federal gov- 
ernment alone jumped from M$374 
million in 1980 to M$1.7 billion last 
year. | 

“Interest payments abroad in- 
creased sharply, due to large foreign 
borrowing .. . as a result, net remit- 
tances of investment income rose by 
60.4% in 1983, against a growth of 
28.196 in 1982," a Bank Negara report 
said recently. Most bank economists 
contacted bythe REVIEW said the debt- 
servicing burden as a proportion of the 
invisibles deficit will grow still further 
as Malaysia sends higher remittances 
of public funds abroad to service loans 
taken at high interest rates in the early 
1980s that fall due late this decade. 

“Moreover,” one said, “there is little 
sign of any readiness to reduce public 
capitalisation of national priority pro- 
jects — such as the made-in-Malaysia 


motor car — despite this 'privatisa- 
tion'-minded administration." Nor, it 
seems, is there much public discussion 
about the continuing burden on the in- 
visibles account of incautious lending, 
rather than borrowing, abroad. Large 
sums continued to be remitted in 1983 
to Bank Bumiputra's Hongkong sub- 
sidiary to cover its exposure there, but 
this is an aspect of Malaysia's external 
payments that does not receive much 
notice in the current bring-down-the- 
invisibles campaign. 

Other aspects of the payments prob- 
lem receiving infrequent mention in- 
clude the principal Malaysian sea car- 
riers' inability to undercut the confer- 
ence lines or even (as'in the case of the 
loss-plagued Malaysian International 
Shipping Corp:) to profitably compete 
with them. There is also a view that the 
logic of encouraging retention of funds 
within the country by opening more 
re-university institutes also could be 






































Apportionmei yt of  land-sale revenues is a sticking point 
in the Sino-British talks over Hongkong’ s future 


By Anthony Rowley and Emily Lau in Hongkong 


L and leases have emerged as one of 
the key issues still to be resolved in 
the negotiations between Britain and 
China over the future of Hongkong 
beyond 1997. The differences in 
philosophy between the two sides on 
how much revenue the existing Hong- 
kong Government should receive from 


new land leases, and how much should | 


be reserved for its successor appear to 
be so wide as to be virtually unbridge- 
able by September, when China is in- 
sisting that an agreement be initialled. 


However, the British negotiators are | 
bending their efforts towards bringing | 
the Chinese round to their point of 


view and the REVIEW has learned that a 


delegation from the Hongkong Real 


Estate Developers Association will 


techniques. That delegation is likely to 


include leading Hongkong Chinese | 


property developer Li Ka-shing, head 


. of Cheung Kong, as well as expatriate 


developers and valuers. 


China has agreed in principle that 

the present Hongkong Government 
should be free to grant leases of Crown | 
land for 50 years beyond 1997 (with | 
Some possible restriction on the annual | 
area offered for auction). This coin- | 
cides with the period for which Peking . 
has given an assurance that the 


capitalist economic system will con- 
tinue in Hongkong. On the assumption 
that this leaves the government free 
now to offer 63-year leases, China is 
arguing that the proceeds from any 
such land sales be split proportion- 
ately between the present Hongkong 
Government and the authority which 
will govern the territory when it be- 
comes a special administrative region 
of China after 1997. 

This is the whole bone of contention, 
China's somewhat simplistic formula 
would apportion revenue from new 
land 13 sixty-thirds (20.6%).in favour 
of the present Hongkong Government 
and 50 sixty-thirds (79.4%) in favour 
of its successor. Somewhat more 
sophisticated Western methods of land 
valuation, using discount rates and 
capitalisation factors, would suggest, 
however, that the Hongkong Govern- 
ment should receive nearer 75% of the 
proceeds of any sale and the successor 
authority only 25%, sources say. 

The essence of this argument is that 
just about all the value of the (75-year | 
nominal) land lease granted: now by the 

ngkor g Governm nti attr ble 


_travel to Peking shortly to explain the | .. 
intricacies of Western land-valuation | 












this is that, with only. 133 years of the 
lease left to run, buyers are still pre- 
pared to pay virtually. full. value for 
land as though it were subject to a 
much longer lease. This in turn reflects 
the fact that land buyers presumably 
expect to recover their money on the 
land within 13 years. In the light of 
this, the Hongkong Government is 
naturally arguing that. it-should not 
have to hand over anything like 79.4% 
of land-sale receipts as. though the 
value of the lease were extended evenly 
throughout its life. 

Another way of putting it — and ihe 
way in which it islikely to be expressed 
in Peking by the little-publicised prop- 
erty developers’ mission — is that the - 
right 1 to: receive ub one e dollar a pur- 


chase price now is more valuable than 
the right to receive it in, say, 13 years | 
time. How much greater depends on 
the discount factor applied and that in 
turn depends on (currently high) rates 
of interest. 


T: Hongkong. Government wants 
the right to receive and employ . 
land revenues now. The longer the 
right to receive those proceeds is defer- 
red, the greater the. cost of losing the 
opportunity of employing those funds. 
Assuming that money has to be bor- 


comes relevant in discounting back fu- 
ture proceeds to a current value. From 
that can be calculated the weighting 
(in terms of value) which should be 
given to the early part of the lease. - 

To what extent Peking will be im- 
pressed by these arguments remains to 











rowed as a result, the interest rate be- | 
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ing his stater ent in. 
August that “work is st 
on the land issue. 

The Chinese have indicated th 
tion of revenue from land sales b 
ing to the future government she 
i aaa into a d pip accour 
present g goverr 




















oe the joint Tiisbn E group to be 5 
up around the middle of 1985. One. 
the main reasons for the Chines 
posals is that they fear the E 
might try to sell off as much. 
possible and ^take the money an 
run." | 

To allay these fears, the Brit 
try to convince the Chinese 1 
kong has always had ap 
poliey and the gover nment is 
ted to ee the s same y 


pera fidire o on the amount 
that should be sold per: year j 








Government 
be deprived of a 
Source. of rey 











is used 
ma j or  long-t 
public-works pt 
jects, the usefulness of which. 
surely extend beyond 1987. They wot 
argue that it is unwise and unfair fü 
the Chinese to attempt to freeze a px 
tion of land revenue, when that mo 
could be well spent on the developm 
of the territory between now and 199 
Another issue which is exercising 
some local valuers, meanwhile, is the. 
apparent failure of the local properly 
market to draw a distinction up tone 
between land north of, Bounda 
Street, separating Kowloon from t p 
New Territories (which becomes sub 
ject technically to renewal of leases i 
1997), and that south of Boundar 
Street. One estimate is that the cost of 
renewing all these leases could amount 
to something of the order of HER$15¢ 
billion (US$19.2 billion) and th 
existing owners would find great dif 
culty in financing that. Any new lea 
grantee on New Territories land whi 
.1997 should be - 

more than 



























































“™ market rumours has precipitated 
n announcement of a major manage- 
ent shake-up at Hongkong conglo- 
merate Hutchison Whampoa. This fol- 
lows long-standing tension. between 
chairman Li Ka-shing and his three 
xpatriate executive directors. 

"The 7 August statement confirmed 
umours that chief executive John 
ichardson and his two key assistants, 
operations director Johnathan Hub- 
bard-Ford and finance director Peter 
ight, would be leaving the group at 
he end of the year and handing over 
cutive responsibilities on 1 Oc- 
ber. Replacing Hubbard-Ford and 
ht are twọ men known to be loyal 
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eady an executive director at both 
Hutchison and Cheung Kong (Li's 
main quoted vehicle) where his role is 
t of Li's expatriate front mah — 
ieung Kong owns more than 30% of 
utchison — and Bill Shurniak, cur- 
ntly assistant general manager inter- 
nal, based in Toronto, fór the 
dian Imperial Bank of Commerce. 





































which Li is chairman. This com- 
y, basically a joint venture between 
"Canadian Imperial Bank of Com- 
erce and Cheung Kong interests, is a 
typical product of Hongkong's last 
dizzy property boom. 
censed to take deposits, its history 
has been primarily that of a property 
developer. 

More surprising, however, is the suc- 
issor named to replace Richardson. 
This is Simon Murray, 44, who since 



























own private trading company, Daven- 


O that worked in the Jardine Mathe- 
son group where he was responsible for 
ading activities until he fell out with 
(i Jardine taipan David Newbig- 
ging, will become group managing di- 
rector. 









figure in Hongkong — he was first 
pproached only two weeks before — 


elm as Richardson leaves with a golden handshake 


/ Christopher Wood in Hongkong 


combination of press stories and | 





i, Hongkong's premier property ty- 


(They are George Magnus, who is al- - 


Although . 


980 has successfully established his | 


am Engineering. Murray, who prior - 


The appointment of Murray, a popu- | 


mes Li S ipei to sell the agate | 
| local inve: ] 


ries that the company's huge cash bank 
would be raided for the benefit of other 
Li companies. Such fears seemed con- 
firmed when Hutchison announced in 
March a cash distribution of HK$4 per 
share, realeasing a total of HK$2 bil- 
lion (US$256 million), the major bene- 
ficiary of which was Cheung Kong. 
This severely tarnished Richardson's 
credibility, first, because he had al- 
ways asserted. that such a pay-out 
would not happen, and secondly be- 
cause he was known to have strongly 
opposed the windfall distribution. 
However, Li managed to steamroller 
the deal through, causing Richardson 
to mutter about  "pusillanimous 





hurniak, who will become trea- || 
er, was manager of the same bank's 
-Pacific office, based in Hongkong | 
ween 1974 and 1978. Healso wason | jf 
"board of Canadian Eastern Fi- | Jf 
ice, a local deposit-taking company | |i 


: fought for independence 


boards.” After that, many thought that 
his departure was just a matter of time. 

Since then, Li has been at the centre 
of another controversy over the City 
Gardens transaction — or non-trans- 
action — involving another company 
in his corporate empire, International 
City Holdings or ICH (REVIEW, 26 
July) There also have been market 
rumours to the effect that Richardson 
was resisting efforts to purchase 
shares in ICH while another rumour 
concerned board disagreement over 
whether to inject certain properties 
into Hutchison. Li is known to have 
off-balance-sheet commitments left 
from the last property cycle aside from 
his publicly quoted interests. 























hatever the exact cause of the final 
rift — and Richardson has refused 
to comment, 
































institutional investors 


An ex- legionnaire i in the French 
Foreign Legion who began his business 


"career in Hongkong, Murray is awell- 


known figure. He has established cre- 
dentials as a successful entrepreneur 
with contacts throughout the region. 
However, there will doubtless be ques- 
tions as to whether his experience, 
primarily limited to trading, is suffi- 
cient for the management of a diverse 
conglomerate like Hutchison, with in- 
terests including property, shipping- 
related activities, general trading, re- 
tailing and quarrying. 

That clearly remains to be seen but if 
Hutchison's future lies in a return to its 
traditional trading function, and if, for 
that matter, Hongkong's future lies. in 
the expanding China trade, then Mur- 
ray could provea choice of some vision. 
There are, however, clear grounds for 
concern that Murray will find himself 
isolated in a board of Li's yes men and 
without his own management team to 
back him. 

If this is so, he will be. far more 
isolated than Richardson ever was, and 
Hutchison will become increasingly an 
adjunct to Cheung Kong interests 
rather than the independent vehicle 
which Richardson constantly fought to 
preserve. One broker who knows both 
Richardson and Murray ‘commented: 







danger is that. he Imig it] becor 
puppet of Li. He will have to ig 
to retain his and Hutchison' s indepen- 
dence." 

An encouraging point i is that, despite 


the windfall pay-out, Richardson still 


leaves the company in a strong finan- 
cial position. Analysts estimate there 
will still be more than HK$1.2 billion 
cash available by year-end. Noted for 
his conservative management policy, 
Richardson may now regret that his 
previous caution inhibited him from 
any major acquisitions in recent years. 
The result was a huge build-up in the 
cash reserves, helped by successful 
hedging of the falling Hongkong dol- 
lar. 

Although he and his fellow execu- 
tives are reported to have received a 
pay-off of some HK$22 million, this is 
not a happy ending to what has been a 
remarkably successful turnaround of a 
company which the Hongkong and 
Shanghai Banking Corp. was forced to 
buy into in 1975 to stave off impending 
bankruptcy — the bank subsequently 
sold its stake to Li. Only informed of 
Murray '$. appointment the evening be- 
fore it was announced, Richardson 
opted not to hang around, flying off to 

theO mpics the following day. 
therift 












| formance to 



































“year: 








^ pore so psi. «ba 
capitalisatinn E showed a 

7.7% rise in group net pro- 
fits to. S$68. 4 million 
(US$31.81 million) for the 
interim period through 30 
june. 

This performance com- | 
pares favourably with the 
5.6% | earnings growth 
which had established 
OCBC as the best perform- 
ing bank among Singa- 

' pore's Big Four at the pre- 
. vious interim. Observers 
T eredited the improved per- 
aggressive 
marketing efforts and 
morale-boosting staff | 
benefits introduced by 
Yong after he took over 
from OCBC's long-stand- 
ing chairman Tan Sri Tan 
Chin Tuan in September 
1983. Directors declared an | 
unchanged interim div- 

idend of 6% gross. 
— LINCOLN KAYE 


Benguet boosts 
eamings by 39% 


Benguet Corp. of the 
Philippines earned a net 
P99.4 million (US$5.5 mil- 
lion) in Apr.-June 1984, up 
39%. on the comparable 
period of 1983, boosting the 
first-half earnings ‘to 
. P152.1 million from P132.2 
million. Benguet president 
Jaime Ongpin expressed 
misgivings over the second 
half, noting that the com- 
pany was facing a strike 
threat as well as. gov- 
ernment-imposed restric- 
tions. 

The latest quarterly total 
includes P30.4 million from 
gold and silver mining ope- 
rations, P16.6 million from 
gold trading operations, 
P44 million and P6.3 mil- 






. ion. from copper. and 
chrome-mining operations 
respectively (both are 


under contract to. other. 
companies), and P4.5 mil- . 
29 lien from its share in earn- 

ings . of. ae En- 


.Smelting. 
Lepanto's. 


another. uisu 
Lepanto will be able to sell. d 

only to the Philippines As- J- 
sociated Smelting and Re- | 
fining Corp., and only after | 
the. concen- |. 
trates into calcines tim its. po 
roasting plant..The process .j 


: portion of its oütput t to a 
-| semi state-owned copper 
Busen. 


SUED GONZAGA 


Lepanto loses 


ne net income of Lepanto 
Consolidated Mining of the 
Philippines. fell to P33.3 
million (US$1.8 million) in 
Jan.-June 1984 from P56.8 
million in the comparable 
period of 1983 after a net 
loss of P25.3 million in the 





first half of 1982. The com- : 


pany faces the prospect of a 
further income. reduction 


Or, worse, a return to the 


red. This was attributed to 
a suspension .of. mining 
operations for five months 


beginning September, as.a. 
result of a force majeure 


declaration by American 


Corp. 


Until 
outlet,- 


trates. 
iea 


converting. 





is needed to remove the un- 


-usually high arsenic. con- | 


Despite a 35 | 
operating revenue, Malay- 


.sian International Ship- | 
ping Corp. (MISC) has an- | 
nounced losses for the seces 


ond year in succession. For 
the year ended 31 Dec. 
1983, the state-owned cor- 
poration lost M$66.1 mil- 
lion  (US$28.25 | million), 
only M$9.2 
thanthe losses it had incur- 
red in 1982. 


Meanwhile, MISC's gear- | 
Ang.has grown — interest 


paid on loans rose.by more 
than 110% to M$110.5 mil- 
lion in 1983 and outstand- 
ing liabilities amounted to 
more than 90% of book as- 
sets. Most of the loans fol- 
lowed government . deci- 


sions in the late 1970s toin- - 
crease | 


,the 


and speci lised vessels for - | 
th tran 














and Refining 

~~ the lone buyer of |. 
or aa concen. 2 
finds -| 


%. rise in] | 


million less... 















EXPANDED WEEKLY - 
TRANS-PACIFIC SERV 


For fast, dependable weekly service between 
US. Pacific Coast and Far East, try Lykes Lines. 
Ang hars’ S whyt 



























» Only ro/ro vessels operáiitig outbound Tom Ut 
Pacific Coast to Japan/Korea/Taiwan/and 









N e. Lyk ' four fully conta 
^ wo oro" 8 offering signif 













































rn dl capabilities. — 
S. flag carrier servin: 
1,000 TEU car 


























Skilled i in every phase o of ocean T trarisportation ar 
to point delivery, Lykes Professionals offer you ser 
between the Great Lakes, U.S. South Atlantic. Gulf and — 
Pacific Coasts and the U. K. , Europe, Mediterranean, Sout 
‘and East Africa, the West Coast of South America and 
the Far East. | | 
There are Lykes Professionals or agents near you. Giy 
them a call. Let them make your job a lot easier. After & 
they ve been doing it for over 80 years! 



















WORLDWIDE TRANSPORTATION 















World Headquarters 
^Lykes Center/New Orleans, LA 
U.S. Olfices: New Orleans/Atlanta/Baltimore/Chicago/Dallas HoustorvLong Besch/New York 


Portant St. Louis/San Francisco/Washingtón D.C. 
international Offices: Antwerp/Bremer Callao Durban’ Genoas| ondon-Mombssa/Tokyc 




















BULLS held the floor i in j vith a vengeant 
advances in the period to 6 Aug. Hongkon recorded the heftiest gains, mainly as a re- 
sult of a.positive response to news of details on the territory’s future. Singapore and 
Australia also scored heayily. The ohly loser was New Zealand. 


zi Pier d 












TOKYO: Motivated by the huge rally i in New 


: and 4 dffeigthening Australian dollar. Mining 
York, the ‘market: rose in spurts. Speculatives | stocks came in for heavy buying on the last day of 
drew much of the attention initially, with incen- 


the period, sharing the limelight with indus- 
ve-backed issues receiving some investor at- | trials. BHP led rises before the weekend and 
ention later, Cars, pharmaceuticals and 


'gainéd a further 50 A cents on the last day. 
eramics found buyers, but some precision, in- 


struments weakened at the close. Trading was NEW ZEALAND: the market spent the early 
moderate and the Nikkei-Dow Jones Average | part of the period in a strong downtrend as in- 
losed at. 10,431.09, up about 400 points. 


HONGKONG: Share prites surged across the 


oard in positive response to the visit of British 
foreign Secretary Sir Geoffrey Howe'to Peking. 
Gains.accelerated in mid-period following an 
ouncement by Howe of details of Sino-Bri- 
ish talks over Hongkong 's future. Market senti- 

int received a further boost from a bank an- 
ncement of a two-point cut. in local prime 
tes to 15%. Daily average turnover more than 
bled the previous period's to HK $219.63 mil- 
n (US$28.16 million). Hongkong Land, the 
mgkong Bank and the Hang Sen Bank were 
iong the star PEDES: 


















parent at the end of the previous period. The 
movement culminated in a new 1984 low on 2 
Aug., by which time the market was looking well 
oversold. A temporary dip in interest rates coin- 















which petered out towards the end of the period. 







“SEOUL: It was a slow period, with turnover 










Oil-related stocks still drew the most interest. 










food, electronics and pharmaceuticals sectors, 










JAPORE: Impressive gains on strong vol- 
marked every day of the trading period as 
stors responded to Wall Street's lead, but it 
vas not until the last day of the period, when the 
ace-setting blue chip Oversea-Chinese Banking 
'orp. came out with its strong interim results 
hat the rally really took off. Fraser's Industrial 
ndex shot up a stunning 9% over the week to 
e at 5,438.37. Nearly half the period's 456- 
'oint gain was recorded on the last day, when 

ume reached an all-time record of 39.6 million 
Overall volume averaged 33.6 million 
daily, more than a 50% gain over the pre- 
jus period's 20.75 million.. Profit-taking at 
ji -period hardly slowed the momentum. 


(U ALA LUMPUR: After a long lull reflecting 


sentiment that the market was fully valued, a 
bullish trend pulled up most counters in trading 
that rose to more than 70 million shares, worth 
:M$184.2 million (US$82. 99 million), an increase 
of 80%. over the previous period. The surge in 
sentiment followed signs of moderation in Unit- 
d States interest-rate increases and the re- 
ultant Wall Street bull run. The market also 
eacted favourably to comments from Finance- 
‘Minister Daim Zainuddin that Malaysia's econo- | 
mie growth will top 6% in-1984. Average daily | 
trading reached 14.1 ‘million units, valued at 
tess. 8 million, with Pegi Malaysia, Federal Ca- 
les and Malay an Credit it perang large gens on 
envy TACE i : 


rise, up 7.61 points. Construction and textiles 










‘respectively. By company, Green Cross scored 
the most, up Won 310 (39 Us cents). 









BANGKOK: For the second AT period, 
the Securities Exchange of Thailand strengthen- 
ed appreciably. It was time for second- 
liners, especially the old favourites, to take 
top spot as banks and cements stood. in the 
background. Again, there were no fundamental 
"factors to justify the improved performance. 
Turnover rose slightly but not enough to indicate 
that investors have come back to the market. 
Technical factors continued to contribute to the 
bullishness, which was centred on below-par 
bargain.issues. The average daily turnover was 
Baht 92.67 million (US$4.03 million) while the 
Book Club Index rose 0.5 of a point on 1 the period 
to close at 118.56. 
































TAIPEI: The rally on Wall Street lifted the mar- 
ket out of the summer doldrums as share prices 
rose across the board. The weighted price index 
picked up 27.56 points on the period to close at 
923.56. Electronics, machinery and paper issues 
were the major gainers. Average daily turnover 
soared 70% over the previous period to NT$682 
million (US$17.04 million). 


















'the Manila exchange amounting to a mere 178.61 
million shares, valued at P5.78 million 





















A, Markets. picked up the Wall- 
reet, fervour with 6 Aug.’ 's resounding rally ec- 
ipsing the good upturn staged earlier. The Aus- 
tralian All-Ordinaries Index rose by 3.3% that 
day to close at 736.8 and the All-Industrials 
touched a new high of 1,034.8. The day's turnover 
rose to A$59,73 million (US$49.98 million) de- 
bocas à. „ban 


. 957.03 at the period's close. A late rally cut losses 


centavos, despite a five-month suspension of 
mining operations, and Atlas A to 55 centavos. - 
The commercial-industrial al inde | fe 1 4. $5 
to 117. : y 










é hack of continued Wali Street . 





vestors tried to adjust to the negative factors ap- ` 


cided with the beginning of a technital rally 


down by more than half to a daily average of | 
.12.86 million shares. The index edged up 1.66 | 
points to 136.6, the highest level in two years. — 
Heavy buying was also seen in small firms in the © | 9 
the latter scoring the highest industrial-index | $ 


shares fared the worst, down 1.39 and 0.59 points . | 





-&mithiH.- 


‘MANILA: Trading was thin, with turnover on 


(US$321,000). The mining index rose 4.97 points to | 


-of Philex to a half-centavo and Lepanto ! tol-14 | 














[AUSTRALIA 






Herald & Weekly Times 
ICt Australia | 


Lend Lease Corp. 
MIM Holdings -. 
Myer Emporium 
North Broken Hilt 
Peko Wallsend | 
Pioneer Concrete 
Santos - 


Thomas Nationwide Trans 
Western Mining 


“Great Bagle | 029 — 
















































Aust. All-Ordinaries index 
31 July 6l 
1 Aug. el 
2 Aug. 71 
3 Aug. 7T 
6 Aug. 7 
Change on week +78 
$Aug. "change 
Amati! 3.55 +50 
Ampoi Exploration . 285 +44 
.AmpoiPetroleüm 0378 «10.6 
[| ANZBank ^ 4.93 +79 
"' Australian Cons. ind. | 1.84 *6.6 
Australian Guarantee 293 +3.9 
APM 241 *6.6 
Boral” , 3,64 +43 
Bougainvitie 178. — «224 
= Brambies ind; . 385 +6.6 
BS aha 10.63 297 
3.63 +5.2 
+44 


Hang Seng index 
31 July 80i 
1 Aug. 82 
2 Aug. 89 
3 Aug. 89 
6 Aug. 90 
Change on week +12.: 
6Aug.  % change 
HKS on weak 
Associated Hotels 0.25 +25.0 
Attas ind. 4.00 +73.9 
Bank ot E. A. 19.50 +46 
Cheung Kong 7.86 +89 
China Light 12.40 +148 
Conic 0.355 -4.4 
Evergo © ` 2.30 +544 
- FEE. Consoitium 0.34 +15.3 
E.E: Hotels 0.54 «200 
First Pac. Holds 240 +20.0 
| Grand Marine Suspended sa 
+16.0 






























» Sanko Steamship 
Sankyo Pharm. . 80 
Sanwa Bank 885 cái 3&6 
Sekisui Prefab Homes $895 «08 ?9.0 
Sharp 1120° +98 — 275 
Shiseido 1120 +57, 204 















UB — 533 222 


























415 
157 
12.50 
2.80 
225 
290 1,234.71 
2575 «9.6 | * Aug. 1,208.68 
1.00 - - 2 Aug. 1,192.61 
560 181 10.7 3 Aug. 1,211.69 
16.30 ni 94 2 1.224-25 
o 1998: 94 Change on week 3.0196 
022 «29.4 — $Aug. “change % 
245 +65 139 MZ$ — onwesk yid 
glock "A" 3.20 +94 10.9 Aiex Harvey 2.40 -51 46 
al Mari. "A" 185 = m Brierley 4.06 -02 25 
10n Holdings 2.10 ~ 38 Carter Holt 2.90 -33 38 
ior $.45 228 10.3 Dominion Breweries 143 -4.7 79 
ginti 19 2107 83 Fettex 212 - 54 


Fletcher Challenge 252 -371 68 
Lon Brewenes 2.08 -46 T5 
NZ Forest Products. 312 -1$ 42: 
NZ Oil and Gas 036 see — 
N21 1856 -43 6.7 
NZ Steel 2.30 -61 78 
UEB industries 156 -3.7 80 
Waitaki NZR t43 -t4 73 
Wattie 3.20 -4.5 38 




















ug. ; 
ag. 10,086.87 
iug. 10,233.61 
ug. 10,385.12 
ug. 10,431.09 





*4,1795 


Gaug: "echange Pie 

Yen onweek ratio 

mote 1220 +61 478 
yestone Tire 510 *109 20.7 
» 286 t4 718 
is 580 ~~ $9.9 
on 1270 4104 35.3 








PHILIPPINES | 


Manila Mining Index 


942.56 
938.04 
951.61 
956.13 
957.03 
+0.52% 











en Watch 520 +130 21.6: 
Nippon Printing 942 +77 26.5 
ra House 530 ^89 28.2 
'a Mig. 325 +59 — 285 
Photo Fim 1820 4145 13.5 
su 1330 *08 36.7 
va Real Estate 555 +a? 66.1 

thí 859 «50 29.3 
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Marcopper - — — 
Soap: 765 +63 304 | PniexB 0.15 91 — 82 
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San Miguel-B 14.625 -9.3 94 
sushità Eiee Wks 575 *10.5 23.5 W Minolco-& "n eS ius 
ubishi Estate 483 +50 27.8 
ubishi H. t. 232 874 21.6 
uid Co. 327 215 52.7 
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Asia houses over half of mankind. Everyday events are 
-happening here that not only shape Asia's future but af- 

fect the entire world. Asia 1984 Yearbook covers these 
vents, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
xecutive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
sia at your fingertips. as does the Asia Yearbook. - 


í "m Its 95th Edition 

+ Asia 1984 Yearbook, celebrating its 25th anniver- 
ary, is bigger and more comprehensive than ever be- 
re. Matching the rapid pace of Asian development, we 
ave gone into greater detail, with deeper insight, to pro- 
e a book that anyone who has any Meals with ROS 
should pavot on me bookshelf. 








ia 1984 Yearbook includes two new chapters in 
ie Special Section, namely Commodity Futures and 

an activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 
The Power Game, Population & Food, Development 
anks, Asian Finance, Asian Investment, Energy, Com- 
odities, Aviation, Shipping, Trade & Aid, West Asia, 
outh Pacific and Asian Organisations. 


countries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
india, Indonesia, Singapore and Malaysia. 

S in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
Quinga a ful mi man prote of every country. 


minus the mystery, - 
minus the myth: 
11984 Yeart 





he main body of the book contains. chapters on.31. 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 
Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 


every year. Every week, the Review's correspondents 


provide on-the-spot reports from every. major Asian 
capital. From Islamabad to Tokyo, Peking to Car | 
and virtually every area of interest throughout Asia. This. 
leading team of writers, analysts, experts and research . 
staff contribute (as they have regularly for 25 years) to ` 
keep the Asia Yearbook pertinent. To. give you. Asia, 
minus the mystery, minus the myth. To give dus Asia as 

only the Far Eastern Economic Review can. " p 








Soft Cover: HK$1 50/US$19. 95/£13. 00/M/S$42. 50. 
Hard Cover: HK$180/US$23.95/£15.90/M/S$50. 00 
For airmail delivery, please add: HK$45/USS$6/£4/M/S$13.50- 
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Þari puster [ii tot Nay Mantis 


To: Publications Division, 
Far Eastern Economic Heview, 
GPO, Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Ásia 1984 Yearbook (Soft Cover) 
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No. of copies ae Lj by surface 
Asia 1984 Yearbook (Hard Cover) 

Price: HK$180/US$23.95/£15,90/M/S$50.00 each 
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G abriela Silang was the first Fili- 
pina general; she led a rebellion 
against the Spanish in the 18th cen- 
tury and was executed by Spanish 
authorities. But there is a new Gab- 
riela in 1984, a Manila-based coali- 
tion of women’s groups, standing for 
the General Assembly Binding 
Women for Reforms, Integrity, 
Equality, Leadership and Action. 

It is a fitting acronym. Just as Gab- 
riela Silang transcended the tradi- 


tional supportive role allotted to 


women, so the new group intends to 
place women on an equal footing 
with men in all spheres of activity, so- 
cial, political and economic. The 
principles are high sounding, but the 
potential, say the organisers, is there. 

Gabriela is intended as an um- 
brella for a growing number of op- 
positionist women's organisations in 
the Philippines, such as Women 
Against Marcos and Boycott (or 


p 





Womb); Samakana (Organisation of 
Nationalist Women), a 200-odd 
group of urban poor with a sprinkling 


~ of students and professionals; the 


Centre for Women's Resources, a pro- 
ject development and documentation 
centre, with a library of 1,000-plusti- 
tles collected over two years and a 
current focus on prostitution and po- 
litical repression, and the Third 
World Movement Against the Exploi- 


m tation of Women, which looks at is- 


sues such as tours by Western men to 


. find Filipina wives. 


These groups have set a series of 
far-reaching objectives. Couched in 
sweeping political terminology, they 
basically aim "to educate, organise 
and mobilise women towards the 
elimination of all forms of oppression 
against women.” 

The programme priorities will be 


E | , 
Women strikers; Womb placard at protest rally: a new voice for women. 


consciousness-raising, the dissemi- 
nation of information, publicity 
drives, encouragement for women's 
sections in  politjcal movements 
throughout the Philippines and spe- 
cific women's action. 

According to the organisers, a wide 
brief for such a coalition is of 
paramount importance. Although 
sceptics may view this agenda as 
being potentially destructive — "how 
will so many women agree on any- 
thing?" — Gabriela's systematic ap- 
proach to date shows a steady hand 
transforming principles into practi- 
cal action. 

For a start, the coalition never 
doubted its focus — the urban poor, 
workers and students. Within days of 
theinaugural assembly in April — as- 
semblies wil be jm 
held annually with Bea De 
provision for emer- ` 
gency meetings — 
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the national council, the regular 
policymaking body, had been elected. 
The 25 members are mostly drawn 
from the three targeted groups, and 
the general secretary, taken on unop- 
posed, is Lydie Nacpil, an experi- 
enced campaigner of the World Stu- 
dent Federation. 


n its bid to affiliate more groups — 

there are 40 member groups so far 
— Gabriela has hit upon an exciting 
and unexpected development. Con- 
scious of its urban framework, the 
coalition was against representing 
peasant women. “We cannot legiti- 
mately do so and we don't want to 
mislead the public that we can,” Nac- 
pil said at the assembly. 

However, Watch (Women's Al- 
liance for True Change), a group 
based in the southern island of Min- 
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Malaysian Airlines Golden Club Class is available on 
. board Airbuses and DCIOs. 

You have all the benefits of First Class without 
paying First Class. All you pay is Full Economy 
Class fare. And you enjoy wider, more comfortable 

seats. A choice of select menus and wines. Impeccable 
) service. Even on ground, you are offered first class 
lounge facilities. Exclusive Golden Club Class check-in 
^55 . service. 30 kilos baggage allowance.* 
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a little nt more. 


The finest French cuisine. Exceptional local 
fare. Cocktails and music. Dancing at The 
Cinnamon Tree. Spacious rooms that face the 
sea. Tennis, squash, health club, swimming 
and sea sports. Enjoy life at The Orchard 
Sun. Just 10 minutes away from town. 


Orchard Qu Penang 
All you'd expect. And more. 


Tanjung Bungah, Penang, Malaysia. Tel: 04-891111 
Telex: ORCHEL MA 40310. Cables ORCHARDTEL 


Kuala Lumpur: Singapore: 
Tel : 03-487639 Tel : 02-2972346 
Telex: MA 33139 Telex : RS 24214 
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The Pacific Area Travel Associatioi 


1984 PATA 





“Communicating 
with The Americas” 





e The PCC '84 is a unique learning 


opportunity 


e Emphasizing Marketing 


Communications in The America: 


e Beautiful Hawaii, conference 


venue 


e Details below: 


Cost: Delegates US$275 
Spouses US$125 
Place: Honolulu, Hawail 
(Hawaiian Regent Hotel) 
Contact: Graham C. Hornel, PATA 
228 Grant Ave 
San Francisco, CA 94108, USA 
Telex: RCA 278353 
Phone: (415) 986-4646 
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Down-to-earth issue 
Return to the land [REviEWw, 9 Aug.] isa 
concise factual feport on the rationali- 
sation by President Ferdinand Marcos' 
regime on the Philippine decision to 
fall back on agriculture, asa way out of 
its current economic crisis. But the ar- 
ticle does not give an explanatory con- 
text, and thus fails to help us evaluate 
the chances of this policy shift suc- 
ceeding. | 
When. this article is. considered 
against the backdrop, for example, of 
the June 1984 study, An Analysis of the 
Philippine Economic Crisis, published 
by the School of Economics, at the 
University of the Philippines, a 
number of questions arise; not least is: 
how do Marcos and his associates ex- 
pect Philippine agriculture to. save 
their political hides when the current 
crisis erupted precisely because of the 
way presidential cronies were allowed 
to plunder farmers and other agrarian 
workers? The following key conclu- 
_sions, from this excellent 171-page re- 
port, are worth consideration: 
> Presidentially coddled monopolies 
drained more than  P12 billion 





| (US$666.67 million) from sugar, and 
| every larger amounts from coconut. 


| "The most damaging economic conse- 
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quence of political monopoly is i 
abuse of the state machinery and 
functions to dispense econo) 
privileges and position to private èn 
tities, in other words cronies.” 
» The bulk of the Philippine US$254 
billion foreign debt went to corpora 
tions of favoured cronies, through reck 
less use of government guarantee: 
"What might have been limited fail 
ures and corporate tragedies became: 
national economic crisis and the bur 
den of paying the debts of the few wer 
passed on to the entire nation." 
» Credit is essential for agriculture 
But, again, eight political banks anc 
government financial institutions cap 
tured “53% of the assets of the entire 
commercial system.” 
» The study documents “author 
tarianism and its effects on resourd 
allocation." But this should i 
read in the context of what {thi 
REVIEW's) Asia 1984 Yearbook sav 
of Mareos' regime: "Corruption [fi 
the region] has been reduced t 
manageable proportions . . . excep 
for the Philippines, where it ha 
reached unmanageable proporti m 
at levels which debilitate tions 
morale and put a brake on. econo i 
growth." i 
The return-to-the-land pe Niclas: ati 










RKLISICE 


“At The Regent of Kuala Lumpur, 
the pleasures are many. 


One i is the (uum 
pleasur e of being | | 
remembered." | 


—— —— 
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i Guests of The Regent 

| return for the 

| traditional warmth of 
our Malaysian greeting. 
1 For excellent service 

H and superior cuisine, 

| And perhaps too, 

|| for the simplest of 

| pleasures. That of being 
| remembered, 
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In Korea, when you complete 
your 15th year, vou step from 
childhood into adulthood. 

Korean Air Lines is celebrating 
its 15th anniversary. 


It isa significant year. A year of 


continued growth, but growth in 
terms of maturity, as well as size. 


Korean is Asia’s youngest 
airline. Yet in its 15 years it has 
become Asia’s second largest 
international airline. Thus, its 
“adulthood” is more than just 
symbolic. It is fact. 

The new colours and symbol 
of the Korean Air fleet reflect the 





new stature of the airline. 

The circular symbol is the 
“Taeguk”. The Taeguk is usually 
seen as a simple combination of 
blue and red or "heaven" and 
"earth" shapes, representing the 
perfect balance and harmony of 
Korea s universe. 


ure of Korean Air Lines. 


of Korean 


White has been added as a 


third element to the harmony of 


red and blue. It symbolically 
represents the “endless strength 
of progress”. 

The basic plane colour is 
now light blue. Like the sky, 
representing the eternal future 





e 





of the airline. 

As for the new name, this is 
1984. As Korean now flies one of 
the world's most modern fleets, 
it should have a modern, stream 
lined name. 

Korean Air Lines is landing. 
Korean Air is taking off. 











The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next door to a cinema and bowling alley. Just 30 minutes’ 
drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants * Nightclub e Disco Club 

* 5 Cocktail Lounges ¢ 24-hour Coffeeshop € Shopping Arcade 

e Airline Offices e Bank e Travel Agent and Car Rental Counters 
* Medical Clinic * Hairdressing Salon ¢ 24-hour Room Service 

e Laundry and Valet Service 

‘Mandarin Recreation & Health Centre | 

* Gymnasium * Massage * Steam & Sauna Baths èe Hydro-pool 

e Tennis * Squash e Swimming Pool ¢ Golf and Aquatic Sports 

. can be arranged. 


Conference & Banquet Facilities 
e Pillarless Ballroom (for 1200 persons) ¢ Meeting/ Exhibition/ 
Banquet Rooms (of various sizes) * Full range of up-to-date Audio- 


~~ visual Equipment ¢ Executive & Secretarial Services 


* Foreign Interpreters and Guide Service 


Enquiries 

Call Singapore, 7374411 or MSI Regional Sales Offices — 

New York (212) 838-7874, Los Angeles (213) 413-4224, London (01) 
583-5212, Sydney (02) 276-677 and Tokyo (03) 584-4250 


Reservations 

Call HRI — Leading Hotels of the World 

Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501, 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
Singapore (65) 737-9955 or 

Utell International 

Hongkong (5) 295-591, Tokyo (03) 407-0564, Manila(85) 46-55, 
Singapore 338-3488. 





int the tradition da emperor, <- 


333 Orchard Road, Singapore 0923. Cable: Manrinotel. Telex: RS 21528 Manotel 
Postal Address: Killiney P.O. Box 135, Singapore 9123 


A member of Mandarin Singapore International 
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the very people he and his cronies SO 





omic salvati 





single-mindedly exploited. And he 
sounds so offended, on nationwide TV, 
when he complains that some of his 
victims have taken up arms. 

Colombo | CHANDRA de SILVA 


Down the drain 


The day was duller than usual. I was 
trying my best to keep my spirits up by 
reading the delectable howlers and 
misprints quoted by Derek Davies [26 
July] when another expatriate col- 
league of mine drew my attention to 
the caption underneath a photograph 
published in the “authoritative” 

Pakistani pa Dawn dated 20 elias 
THREAT OF ST | 
in Karachi are laden with silt and garbage and will, in all 





probability, block the free flow of flood-water into the sea, 


One wonders if it was indeed a 
printer’s devil or the first tentative 
step of the muted intellectuals to call a 
spade a spade. 


Peking A. ANWAR 


Managing well 

In The people’s managers [19 July], 
Lincoln Kaye presented a scheme to 
ensure that individuals are financially 
provided for in their old age as a means 
whereby the Singapore Government 
reaps a “windfall” of S$1 billion 
(US$470 million) at the direct expense 
of the elderly citizens. He has been able 
to do this only through serious omis- 
sions and gross distortions. 

He has strangely omitted the widely 
reported fact that in 17 out of the past 
19 years the interest rate paid on 
members’ Central Provident Fund 
(CPF) savings has been consistently 
higher than deposit interest rates of 
private banks when the element of tax- 
ation on interest earnings is taken into 
account. Coupled with the fact that 
CPF funds are guaranteed by the gov- 
ernment, this makes savings in the CPF 
an investment much more attractive 
than any thatis availablein the private 
sector for the same level of risk under- 
taking. 

Furthermore, Kaye tried to imply 
that the proposal by Minister for 
Labour S. Jayakumar was not work- 
able because 81% of CPF members 
who will be 55 within the next decade 
will have less than $$30,000 in their 
CPF accounts. This failed to take into 
account increases in a member's in- 
come and accumulated interest both of 
which will ensure that CPF members 
who are 45 today would easily have 
CPF savings well in excess of S$30,000. 
It also failed to take into account that 
many of them would have withdrawn 
most of their savings for purchase of 
properties. 

Indeed, he omitted to mention that 
nearly half a` million. Singaporeans 
(most of whom. are in the Ic wer income 
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ce (DPI) 
scheme will absorb as much as 8% ofa 
member’s contribution to the CPF, is 
totally inaccurate. For one thing, the 
DPI scheme is still under study and a 
decision on it has yet to be made. In any 
case, the premium that would be pay- 
able under the scheme will take only a 
portion of a member's 4% contribution 
to his CPF special account and not the 
8%. 

Typical of the inconsistencies in the 
article is the lament over the 
“stranglehold” that CPF has over the 
members’ funds. Yet, in the same 
breath, Kaye wonders whether the re- 
lease of CPF funds for the purchase of 
properties could be blamed: for: the 
over-supply of residential properties. 


LIM HAN SOON: 
Deputy General Manager 
(Finance & Property) 


Singapore Central Provident Fund Board 


e Lincoln Kaye replies: The tax 


ramifications of CPF accounts are fully. 
acknowledged in the same paragraph | 


in which I calculate the government 
windfall. Nor are bank deposits the 
only alternative 


EDINBURGH: BAS SED 


Scottish Equitable is is a progressive o muda. ! 
Life Office with a record of soundly based growth | 
and achievement. An increasingly: important - 
contribution to the Society's success is made by. : 
the Investment Department—which has . 
developed a highly practical and non-  . 
bureaucratic approach to decision-taking. 


. Anexperienced fund manager is sought to 
assume control of the main Japanese portfolio 
(which stands at over £ 100m. ), the Japanese 
portfolios of smaller pension funds, and other 
Far East investments. The job holder will report to 
the Investment Manager but will have full’ ^ - 
discretion on portfolio decisions. In addition a 
contribution to major strategy decisions relating to: 
the Society's total investment portfolio sg il 
standing at over £1,000m.) will be expected. 





Sees ene with. 





: 


| $930. 000 threshold i is. admittedly a ue 
ture contingency. But the average CPF 
balance in that age-cohort would have 
to nearly double over the 1982 level 
which the story reported i in order to top 
S$30,000. |. |. -— 

As for the restricted release of CPF 
funds for property purchase, such 
monies can hardly be said to be fully 
discretionary income for the account 
holders. That is why such schemes 
could distort property markets and the 
economy às a whole. It is also why the 
CPF's extended: grip on members’ 
funds is widely criticised as a strangle- 
hold. 


Flounders, not forgotten 


FOCUS on fishing [2 
Aug.] indicates the 
| fishing industry is in- 
| deed not “forgotten.” 
In fact, your article 
is further evidence 








of nations 





- A detailed knowle 





mortgage facility. - 


ERRARE 


——————— 


————————— PE 


| documenting the | 
| vital role the fishing | 
| Industry plays in the | 


i 


rcu teuer ee ee imer i ti een mime nanny erg iei Reti uel : 


In order to meet the damaris of this role 
candidates will almost certainly be g graduates 
- -or hold arelevant professional qualification. 
edge of the Japanese market 
and previous fund d management axparioncs 
are-regarded as essential. 


Salary within the range £18,000-£€25,00C 
will depend on experience. The excellent - 
benefits package includes car, non- 

_ contributory pension scheme and subsidised 


_ .. Male and female applicants should write 
with full career details to 
1G Humphreys, Staff Manager, 
Scottish Equitable Life Assurance Society, 
< 31 St Andrew Square, 
~ Edinburgh EH2 202. 


eere por parans : 






















gotten. 


Honolulu JESSESUTELO 


: 2% 8 ; 
Political pointers 

Derek Davies does not seem to gra: 
the United States poros proce 
[TRAVELLER'S TALES, 2 Aug). if: 
finds the political primaries “inul 
terably boring,” he should give up y- 
ing to understand our politics: it 
is analogous to the medical studen 
who sleeps through the anatomy. 
tures. 

Americans are among the least, polit- 
ically minded people on earth, but 
there is no.event more important in US 
polities than the presidential primary. 
For six months out of every four years 
a bare majority is persuaded -—- of 
reluctantly — to think about, 
perhaps even discuss, political i 
in à serious way. | 

As to the quality of our presiden 
candidates, I would say we eor 
| about average or perhaps a 
| above. Certainly Britain has nothin 




















































JO uperiór post-w 


Adenauer of West. Gea and ut 


rles de Gaulle of France. And both 


seemed to arise as responses to desper-. 


atenational crises. But the US also has 


provided its Roosevelts and Lincolns 


when the need was great. 


inally, the wisdom arid wit of Adlai 


venson were and are unquestioned. 
was.a marvel of aman — one of the 
t we have produced in my lifetime. 
there was simply: no evidence that 


APPOINTMENTS 


, leading European manufac- 
turer of Ball Valves including 
Power Actuator Systems, Com- 
ressors and Compressor Sta- 
io , Refrigeration. Plants for 

justrial Applications, Special- 
zed Pressure Vessels for Hydro- 
arbon Processing Plants, 
steam Generators and Industrial 


| 


wer Plants will shortly be ex- - i 


its existing operations 
singapore and has an im- 
| ate position available fora 


MANAGER ~ 


E neering n atA and mini- 
mum of 3 years marketing as- 
sociation at all levels of oil and 
gas related industries. 


The applicant must be prepared Pree 


to aggressively follow up pro- 
jects and quotations and nego- 
_tiate with clients at all levels. 


. We are prepared to offer an at- | 


tractive salary and conditions : 
package to ensure we obtain 
the most suited person. 


nterested applicants who be- 


ieve they could meet ourneeds . 


should forward their handwrits qi. E 


the tumult of Harry S.“fruman and the 
Depression, we were in the mood for 
some peace and quiet, prosperity with 
a minimum of fuss, a gentle but firm 
hand. Dwight D. Eisenhower, a proven 
leader, seemed to promise all this. To a 
great extent he delivered. 

New York DAVID DeVORE 


PROPERTY 


1 ntal e might ave been cc 
Sect. But after two wars, the dic- 
tatorial Franklin D. Roosevelt regime, 


someone. out there whos sees jogging : 

the right perspective. If there area few | 
more, let them join the club of people - 
who know how to enjoy life — without - 
jogging; without dieting, but with, 
among other things, a relaxing smoke 
and drink instead. Long live us non- 
health-freaks! 


Hongkong: RENÉE WANG 


WESTERN AUSTRALIA 


. Boiler — For Sale 


"M AKE: 
: TRE 


INSTRUMENTATION: 
WATER PUMP: 
STACK: 


FANS: 


TREVO ROK SET Soup FUEL BOILER 


ATER TUB 
AZIE xA 
: 25, 000 LB PER HOUR. 200 ps1 


EL: | 
> TWIN SPINNER STOKER T X AEV 
FOXBORO AUTOMATIC 
WEIR 30FF  . pis 
STEEL APPROX 25M es " 


if PO. Box 126, " Fremantie, Western Australia 
| Phone (09) 417 9555 | 


| WESTERN AUSTRALIA. 


TOMLINSON BOIL ER 


FOR SALE 


MODEL: 

CAPACITY: 

PRESSURE: 
FUEL: 
FUEL: 


.FT212 — 3000 KW 1200 KPA 
4776 KG P/HOUR 

1034 KPA MAX 

OIL LIGHT OR HEAVY 

AT PRESENT LIGHT 
HEATING SURFACE: 147.5m | 


2 


"ERR WATER PUMP: GRUNFOS 


STACK: STEEL - 
This boiler was purchased in 1977 and has had approximately. 10. months use: 


- Since then it has been stored dy and is in as new condition. 


T Jandakot Wool Scouring C 
Road, Jar 


$50, 000 


ak 
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Thai Prime. Minister. Prem Tinsulanond has been 
in office. now for more than four years, thus be- 
| ;coming. the longest-serving leader of a civilian 
administration since. the end- of the absolute 
monarchy in 1932. Prem’s admirers say the 
courtly and unassuming prime minister has pro- 
vided welcome stability after the turmoil and tur- 
‘bulence of the 1970s. But his detractors say he is 
indecisive and ineffectual and that key decisions 
are not being made about where T hailand should - 
be heading. Bangkok bureau.chief John McBeth 
“looks at Prem's leadership style and the role of 


oe 





supreme commander Gen. Arthit Kamlang-ek while correspondent Pai- 
way the Prem government handles 
Cover illustration by Adam Chow. 


sal Sricharatchanya focuses on the 
economic issues. Rage ze E 








Political temperatures rise in Thai- 
land with a sudden crackdown on 
suspected communists.’ And 
anger mounts in Malacca . over. 
‘plans to re-zone a historic. cemet- 

val for aie alla : J 





Page 16 | 
Agreement or joint deciiration: Pages 29-33 
As the Olympic flame is doused in 


London and Peking now agree on | 
athe words that will describe their Los Angeles, Seoul is quick off the 
mark to prepare for the 1988 


accord onthe future c of — 
: games, with areturn to the big ath- 


; | | letics extravüganzae of the past. 
Pa 17-18 s) | 
Hanoi hits out at Peking for 
TaN a cobi en pincer 
2S0. erritory. | 






whe a 46 ),000-stro 1g crowd 
 verges on Hiroshima, | revisionists 
| challenge ‘orthodox "views on 


sol s role in World War ll. 








puchea coatin STERS edhe a 
me battleground for UN votes. 
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Pages 46-47 
South Korea's plans for financial 
'reform could be setback by a rash 
of bankruptcies in Taegu. Mean- - 
| while, long-term prospects for in- v 
| donesia's petroleum industry re- 
main uncertain. 


Page 48 | 
| An Escap report highlights. devi 
lopment disparities. among. f 
| members. 





atate riti arr M ice gru i Rasa 


Page 50 | 
The Hongkong and Shanghai B ank 
pioneers the way for other in 
tional institutions to prov! 
lamic banking services in 


tan. 





Calcutta's Metro runs int 
struction c delays. China an 
tralia launch an iron-ore | 
ture. | 


Page 64 | 
New | growing tecnnic 
potatoes could provi 
to Asia's food-s orta: 





| 

| Page 6 | 

| Even t before they have taken ef- 
fec 

| 





t, the United States new trad 
restrictions are causing Hong- 
Kong 's textiles sector to smart. 





Policies: Japans price of freedom mu- E 














































Stockmarkets Ţ ————— 









us aid by the rebel after 
the most recent operation and 
casualties have been high, ac- 
cording to the. Karens, who 
claim to have killed 60-70 gov- 
ernment troops in the two at- 
tacks. Before the government 
offensive started in January, 
the previously thriving black- 
market centre of Wangkha 
was the lifeline of the Karen 
tebel economy, which is based 























Six Chinese nationals who 
hijacked a mainland civil air- 
liner and forced it to land in 
South Korea 15 months ago 
ere suddenly released from 
prison and sent to Taiwan, 
South Korea's Ministry of Jus- 
e said. The announcement 
was made two hours after the 
hijackers' secret departure for 
aipei, where they were wel- 
omed as national heroes. 
While Seoul's move termi- 
nates a year of strained rela- 
ns. with Taipei over the 
e, it has already angered 
eking, whose friendship 
eoul has sought over the past. 
years. Peking im- 
tely protested Seoul's 
tion. The release announce- 
ont said the six had "fully 
epented during their more 
han one-year imprisonment" 
with an eye on Peking, 
tressed that they had "com- 
eted all three stages of the 
al procedures against 
yjacking, an express crimi- 
l act under an international 
igreement." The hijackers 
t and wounded two secu- 
LY guards during the hijack- 

























gled from Thailand to Burma. 





ment mortar fire a day have 
been enough to keep the trad- 
ers away, thus strangling the 
Karen economy. 














~ BERTIL LINTNER 


Canberra approves base 
for Northem Territory 
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fence network. One squadron 








jets is to be based at Tindal, 
which is scheduled for com- 





ling facilities to ensure the 


operational range. 


Moneaian Foreign Minister 
ochtar Kusumaatmadja has 
ated that those countries 
hich accuse Indonesia — 
ghtly or wrongly — of 
juman-rights violations in 
ast Timor are implicitly rec- 
ognising that the former Por- 
guese colony has been inte- 
'ated into Indonesia. He also 
sclosed that Jakarta's ef- 
orts to seek understanding of 
its position on East Timor is 
continuing unabated. 








Chun retums civil rights _ 
to 714 dissidents 

A total of 714 dissidents, al- 
ready released from prison, 
had their civil liberties re- 
stored by the South Korean 
Government, including the 

















and vote in various elections. 






15 August, the 39th anniver- 
sary of Korea's independence 
from Japan. The dissidents 
were among 1,730 people be- 
nefiting from the amnesty, 
which was the 17th an- 
nounced by President Chun 
Doo Hwan since early 1981. 
Prominent dissidents who re- 
covered their civil rights for 





ierce fighting has once again 
erupted between Burmese 

overnment troops and Karen 
rebels, who have launched a 
wet-season counter-offensive 
from their bases along the 
Thai border. In mid-August, 
the Karens managed to recap- 
ture strategic Hill 300, which 
` overlooks the rebel base camp 
of Wangkha. Less than a 
month earlier, the Burmese | h 
were driven. from Hil 200, |h 

M 2zt of the 





















cluded Kim Chi Ha, a poet; 
university professors Han 
Wan Sang and Lee Mun Yong, 
and Protestant priests Pak 
Hyong Kyu and In Myong Jin, 









hill the: aren, 
tured. A 


gust. 
on taxes on contraband smug- ` 


But a few rounds of govern- 


The Australian Government . 
has given the formal go-ahead | 
to building an A$167 million | 
(US$139.6 million) air base at 
Tindal near Katharine in the 
Northern Territory in keeping. 
| with moves to upgrade Aus-. 
tralia's meagre northern de=- 


of Australia's new F18 fighter.|.- 
pletion in 1988. A series of 
airstrips around Australia's — 
northern coastline are being 
| upgraded to provide refuel- | 


F18s have adequate offshore | 


2 JACQUELINE REES 


shareholders. — GUY SACERDOTI 
in Vanuatu 


right to run for public office 


The move was announced on | 
million in loans and technical 


the first time in 10 years in- 


both. active nee : , 









Philippine bank row 
moves into court | 
The feud between the Philip-. 
pines' largest savings bank, 


Banco Filipino, and the Cen-. 
tral Bank of the Philippines. 


shifted to the courts on 11 Au- 


damages suit against the 


monetary board, the central | 


bank and its governor Jose 


Fernandez, claiming the ap- 


pointment of a conservator to 


manage and investigate bank. 
'transactions was illegal. 


The troubled savings bank, 


.| which declared a 10-day bank 


holiday from 23 July to 1 Au- 
gust after being unable to 





The Banco Filipino’ 
| board and management filed a 
P20 million (US$1.03 million) 
























12.895. aha six-month paper 
has. dipped below 1296. 
outlook is for continued eas- 








The 





ing in medium- to longer-term 
rates for the rest of this year. 
Clarification later in August 
of the budget deficit for the 


1984-85 fiscal year will help 


interest-rate projections. The 
market is prepared for a figure 


"of around A$T billion (US$5.9 


billion) — slightly less would 
bea bull Point for rates: 
—EDNA CAREW 


Suharto says indonesia 
will stay in Opec 


“Indonesian President Suharto 


has stressed that Indonesia 
will remain in Opec and con- 
tinue to abide by its rules, 


cover a serious bank run, says | | 


the central bank did not re-. 
lease the emergency financing | 
promised to back the mass of - 
withdrawal requests and that 
the funds released were tied to. |. 
-changes.in management and ` 
ownership. | 

The central bank has said 
| that 


the bank's of 
emergency 
not limited to depositors’ 


withdrawals, 


use 


led by Banco Filipino’s largest 


The Asian Development Bank 
(ADB) was to open a new re- 


gional office in Port Vila, Van- - 


uatu, on 16 August. The new 


office, according to ADB pre- 


sident Masao Fujioka, will 


borrowings was | 


but also were ||: 
used to pay bank subsidiaries || 
and corporate clients control- | 


provide a closer link between. 


he bank and its members in 
the South Pacific, which so far 
have received some US$300 


assistance from the ADB. 
Fujioka mentioned a new form 
of ADB assistance to the 
South Pacific — multi-project 
loans which finance "pack- 
ages" of small projects to meet 
national-development needs. 


— JOSE GALANG 


Australian interest 

rates head lower 
Australian interest rates have 
fallen substantially in the past 
couple of weeks under the 
twin influences of 
domestic economic news and 


the resurgence of confidence 


ME 


in United States . financi al 
markets. The. 10-year C 


good 




















* the world’s. top. 90. gontraetors | 





















md mE that | Iran, 
Algeria and Nigeria might 
abandon the- organisation. 
Facing severe downward, 
pressure on prices, Opec mem-. 
bers, notably Kuwait, Saudi 


‘Arabia and Iran, apparently 


have managed to cut produc- 
tion significantly and ap- 
pealed to non-Opec producers. 


to help avert another price 


collapse. | — SUSUMU AWANOHARA 


“South Korea world's No.2 


overseas contractor. 


South Korea is the world’s 

second-largest overseas con- 
tractor following the United 
States, according to figures 
recently published in the US. 
Listed among the world's top 
250 major overseas contract- 
ors were 25 South Korean 
firms, whose combined tôn- 
tract value was US$10.4 bil- 
lion. Dong Ah Construction is 
ranked fourth in the world, 
the only non-US firm in the 
top five, largely thanks to its 
massive US$3.3 billion 
pipeline. project in Libya ag- 
reed on in late 1983. Among 











BEARS IN THAILAND'S GULF 
Two Soviet Bear reconnaissance 
aircraft ew. into the northern 

: 'hàiland in. 





ee July ir in what is believed to: be |t i 


the deepest penetration since the 
carrier Minsk sailed close to Thai 
waters in 1980 and launched an 
aircraft.to photograph offshore 
gas facilities. The two aircraft — 
one fitted for aerial photography 
and the other equipped with 
electronic surveillance gear — 
did not enter Thai territory, but 
intelligence sources said it was 
the most northerly overflight the 
Soviets have made in the gulf. 
Their appearance coincided with 
the staging of the annual Thai- 
United States Cobra Gold sea 

. exercise, involving the American 
helicopter carrier New Orleans, 
attack submarines and more 
than 30 Thai and US surface 
ships. 


SOPHISTICATED D CHOICE 


The Thai Government has 
indicated to Washington that 
after evaluating both the - 
Northrop F20 fighter and the - 


General Dynamics F16A fighter, - 


At has chosen to purchase the. 
latter. EDU United States | 





AUSTRALIA 


Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad arrived. onan official "E 


visit (9 Aug.). 
BANGLADESH 


Newspapers reappeared iler thou- 
sands of journalists and press workers 
ended a 26-day strike (8 Aug.). 


China lodged a stern protest against 

South Korea's release of six hijackers who 

"forced à Chinese aircraft to fly to Seoul in 
May 1983 (14 Aug.). 


INDIA 

Student protesters damaged vehicles 
and attacked the office of the ruling Con- 
gress party in Goa (10 Aug.) Police in 
Madras arrested five people including two 
Air Lanka employees for involvement in 


an airport bombing which killed 32 people . 


(11 Aug.). Students attacked the United 
States Consulate in Madras to protest 
against the Sir Lankan army's drive 
against Tamil separatists (13 Aug.). 


MALAYSIA 


The Malaysian Chinese sommun 







Malacca sta 





‘launched a nationwide protest against the | 


Sources ssay Thailand will get its. 
wish, but add that Bangkok 

cannot expect fncreased foreign 
| mans y-sales credits to fin: 





i | US Tale of the sophistica ed 
fighter to a Southeast Asian 
country. Singapore has expressed | 
interest in purchasing the less- 
powerful F16/J79 export version 
of the aircraft. The Thai 
Government must formally notify 
its parliament before making 
an official request for the 
fighters. 


FRICTION OVER LUBRICANT 


Although neither India nor 
Pakistan is talking about it, 
| new friction in their relations has 
arisen through rival claims to 
what is considered à promising 
offshore oilfield, 50 km from 
Pakistan's coast in the Gulf of 
Kutch. India's Oil and Natural 
Gas Commission has been 
drilling in the area and struck oil 
which was tentatively described 
as of commercial value, though 
how cps ! i 










A unit ph 80 soldiers. defected: from the 
| Afghan army and crossed over to Pakistan 
to join the Afghan resistance, it was of- - 
ficially confirmed in Islamabad (12 Aug.). 

One person died and five others were in- 

jured when three Afghan aircraft bombed 
and rocketed a village near North- 
West Frontier Province, a government 
statement said (13 Aug.). 


PAPUA NEW GUINEA 
The Asian-Pacific Commonwealth con- 
ference opened in Port Moresby (8 Aug.). 


PHILIPPINES | 

Riot police in Manila attacked 2,000 
protesters who were demonstrating | 
i against President Ferdinand Marcos’ re- 
gime (12 Aug. | a ; 


SRI LANKA 

About 100 casualties. were reported in 
clashes between the army and Tamil 
separatists and score | 









i Tamil youths | 


, : 
PPM 


| police station in Jaffna (10 Aug.). Si 


——————'' ERA 





| licence of a weekly magazine Arthit 


comments det: 


. coastal area near Which 


agreed to a land boundary "m 


for undertaking. E 


that a joint economic accord i às 
effect between. Peking a 


| and the United States. 




























exclusive economic zone. | 
Fighting a war in the first half 
1965 over the Rann of Kutch): 





Indians have struck oil, | 


demarcation under a Wor idc Cour! : 
award. 


PYONGYANG'S OPEN | 
North Korea is. aparently irvir 
to emulate China's "open- door". 
policy to help revitalise its. . 
sagging economy, Asian. ; 
diplomats in Seoul say. They ci 

a report by China's. official... 
Xinhua newsagency on 10 Aug 
about the signing of a trea y 
between Peking and P va 


projects," which could mea 
ventures between the two 

countries. Without giving d 
Xinhua said the treaty was 
initialled during North Korean 
Premier Kang Song San's visit: 
Peking early in August. An. 
here wonder if North Korea, n 


Pyongyang, will also seek toi 
China as a channel for. 
“substantial” trade with J apan 













ed (9 Aug.). Tamil jepatatiits raided 









diers died when their Jeep hit a mine k 
by Tamil guerillas near the northw: 
coast, it was reported (11 Aug.). Security: . 
forces withdrew from. a police station out- 
side Jaffna and blew itup, killing 19 Tamil 
separatists imprisoned inside, sources. 
said (12 Aug.) Army troops set fire to virs- 
tually the entire Tamil-speaking town of 
Mannar near Jaffna in retaliation for. the 
bomb attack on a military convoy by. 
a group of Tamil guer illas, it was reported | 
(13 Aug.). 


TAIWAN | d 

Six mainland Chinese who hüscked a] 
Chinese airliner to Seoul last year arrived 
to seek political asylum after being jailed: . 
in South Korea for more than a year ds 3: 
Aug.). 


The Bangkok police chief revoked the | 
Eled- 
lab for publishing articles “detrimental to . 
internal — and. order,” PORE said (9 
Gn bail 







































































arhested dior wi 


Sivárak. owp Ths had bi 
ifi to the monarch (f 











CE 


TTUEDULS CER. 


XX; 


*. 


L d—Àx 
, * 


za 


š =- 
* 


GU ONG 


= M " >- qe 
M pee aa so m w 4 
* 


f l eS a emt Ar CE TW EE 
T. "7. " i — + "act g e di = a 


A swoop on suspected Thai communists causes widespread unease 


New wave of concern 


By John McBeth in Bangkok 


ps 


string of arrests and other inci- 
dents over the past six weeks, cap- 
ped by the proposed extension of 





— Gen. Arthit Kamlang-ek's tenure as sup- 


reme commander and army command- 
er, and the surprise re-emergence of 
the Young Turk coupmakers (page 24) 
has raised political temperatures and 
sent a wave of anxiety through Thai- 
land's intellectual community. 

On its own, the detention of 22 sus- 
pected members or active sympathis- 
ers of the Communist Party of Thai- 
land (CPT) in July perhaps did not jus- 
tify the initial explosion of alarm. In- 
deed, to the sober-minded there is no 


real evidence to support claims that it 


_ reflects a serious policy conflict in the 


military or marks a turning point in the 
government’s open-arms programme 


towards party remnants. 

Both Arthit and Prime Minister 
Prem  Tinsulanond issued much- 
needed statements of reassurance two 
weeks after the round-up, stressing 


that the scope of the operation was li- 


mited and denying there was any ul- 


terior motive. But what has transpired 


since has led to considerable specula- 
tion in the Thai press and served to 


— keep concerns very much alive — if 


"X 


~ 


only because of the unsettling atmos- 


phere that has been created. 

Although authorities deny there is 
any connection, one much-publicised 
case centres on the seizure at about the 
time of the CPT raids of 1,000 copies of 
a book entitled Unmasking Thai Socie- 
ty — which is in effect an interview 
given two years ago by eccentric social 
critic Sulak Sivaraksa in which he is 
alleged to make derogatory remarks 
about the monarchy. 

Police took into custody both the 
book's publisher and the interviewer 
and later also arrested Sulak after 
2,000 members of the royalist Village 
Scout movement staged a rally de- 
manding that he be charged with lése- 
majesté; it is one of the few occasions 
the Village Scouts have taken part ina 


- public show of force on such an issue 


since they played a leading role in the 
rightist backlash against Left-leaning 
students and intellectuals in 1975-76. 

Their involvement led only a day 
later to a verbal clash between the 
military and deputy lower house 
speaker  Piyanant Watcharaphorn, 
who claimed the scouts were being 
used as a political tool. The outspoken 
Chart Thai parliamentarian also drew 
a particularly hostile reaction from 


T TEES 


army radio and TV stations by telling a 
Thammasat University audience: 
“Never has it happened that the com- 
munists or any other people have de- 
stroyed democracy — [only] the mili- 
tary [have done that]. " 

Another development has been the 
apparent arrest of former CPT provin- 
cial committee member Vithit Chan- 
dawong and five other defectors in the 
northeastern province of Sakhon 
Nakhon. The six were taken in for 
questioning on 20 July, but it was only 
after Vithit's wife approached a 
Bangkok newspaper more than a week 
later that the story broke. 

The arrests were reportedly ordered 
by Crime Suppression Division com- 
mander Maj.-Gen. Boonchu Wangkan- 
ont, one of the few senior policemen to 
graduate from Chulachomkhlao Mili- 
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tary Academy — interestingly in the 
same Class Five as army operations di- 
rector Maj.-Gen. Suchinda Krap- 
rayoon, artillery division commander 
Maj.-Gen. Viroj Saengsanit and a 
number of other senior officers now in 
key positions. 


oonchu was involved in the in- 
Bes into the assassina- 

tion attempt against Prem at an 
army base north of Bangkok in July 
1982, and reports indicate the six ar- 
rested men are being questioned in 
connection with that incident as well 
as other activities. 

Unlike the Bangkok round-up, 
neither the Special Branch nor the 
Central Intelligence Department of the 
Prime Minister's Office appear to have 
been involved. It is also intriguing that 
the six were last reported to be in cus- 
tody at the artillery division headquar- 





ters, an unusual choice of confinement. 
Viroj has been closely associated in the 
past with Arthit and in fact accom- 
panied him on his semi-official visit to 
the United States last year. 

Vithit, who has admitted to staying 
clandestinely in Bangkok during a 
period spanning 1981 and 1982 
(REVIEW, 12 May '83), is the son of 
Krong Chandawong, the northeastern 
leader summarily executed on the or- 
ders of the late strongman Field Mars- 
hal Sarit Thanarat in 1961 for al- 
legedly plotting a communist rebell- 
ion. The CPT Zone 222 committeeman 
defected in March last year and a 
month later stood as a candidate in the 
general election, using as his campaign 
chest money he says he was supplied by 
a senior army officer. 

His mother and sister are in China, 





and there have been unconfirmed re- 
ports that his younger brother, Tham- 
rong, last known to be heading a small 
band of guerilla holdouts in jungles in 
northern Thailand, may in fact be one 
of the five other detainees. If this is soit 
would put a different complexion on 
the case; in May, shortly before 
the long-delayed cremation of his 
father’s remains, Vithit told the 
REVIEW he had not seen his brother for 
years. 

Vithit made several trips to Bangkok 
over the past year, on one occasion to 
raise finance for an agriculture 
cooperative scheme in the Sawang 
Daen Din district of Sakhon Nakhon. 
His arrest marks the first fime any seri- 
ous action has been taken against the 
thousands of defectors who have 
emerged from the jungle in the past 
four years, though with officials main- 
taining a tight-lipped silence on the 
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other former insurgents. : 

Because army deputy chief of staff 
Lieut-Gen. Chaov ! 
regarded as t 
ernment's. open 
bodied in prim 
2523, there. has been widespread 












speculation that he was opposed to the . 


Bangkok round-up : — a feeling that 
hardened in the face of the burly gen- 
eral's pointed refusal to even discuss 
the subject with reporters. 

In point of fact, Chaovalit — tipped 


by some as a possible future prime | 


minister — has made it clear in past 
statements that the time would un- 


doubtedly come when the government 
would have to begin taking a different | 


tack against party diehards who re- 
fused to surrender. One of Chaovalit's 


associates hinted at the same thing as- 


recently as several weeks ago and Prem 
said as much directly in his 18 July 
statement on the issue. 


inisterial order 66/ 4 


is happening and, more imp ortantly . 
perhaps, what effect it. may have on | 




































Some analysts feel that the au- 


thorities cannot afford to tolerate 
party cadres taking advantage of the 


MALAYSIA 
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A proposal to develop a Chinese demetery in Malacca threatens 





to become an ethnic i issue as 






By James Clad in Kuala Lumpur 


D ebate here about the future of one 
of the world's largest Overseas 
Chinese cemeteries is threatening to be- 
come an ethnic controversy. Malacca's 
government, dominated by the United 
Malays National Organisation (Umno), 
the major partner in Malaysia's ruling 
National Front coalition, has com- 
mitted itself to developing the 104- 
acre Bukit Cina or China Hill, grave- 
yard. 

Groups opposed to Malacca's Chief 
Minister Datuk Abdul Rahim Thamby 
Chik's plans, however, have grown to 
include Buddhist temple trustees, Ma- 
laysias Chinese Chamber of Com- 
merce, Chinese school committees and, 
not least, the Democratic Action Party 
(DAP) — Malaysia's principal, though 
small, opposition party. 

One of Southeast Asia's oldest 
Chinese temples lies at the foot of the 
grassy hill, where 12,500 graves are 
perched — overlooking a growing city 
with a population density among the 
highest in Malaysia. The cemetery in- 
cludes Muslim graves as well as burial 
for. _Malacea's s 








palilicians take an. pint 


15th-century. : 





government’ S generally relaxed ap- 
proach to renew contacts with urban 
groups and even make overtures to 
communist Indochinese officials. The 
fact that the 3 July raids took place ata 
number of locations over a wide area of 
Bangkok reflected the extent of the 
government intelligence net, particu- 
larly in plotting. the movements of CPT 


leaders in. and out of the over crowded 


city. 

The same analysts believe that if 
there was any argument, it. may have 
come over the detention a week later of 
Kasetsart University lecturer Preecha 
Picmmpougsaun son of a » former deputy 





rest in. K 







| garded locally as tempat keramat, or 
shrines of mystical power. 


Situated in the heart ot ie city, 
Bukit Cina's commercial value proba- 
bly exceeds M$100 million (US$42.7 
million), and the chief minister has 
made it plain he wants the site de- 


veloped, whether its trustees — the 


Cheng Hoon Teng Temple Inc. — like it 
or not. On 23 July, Rahim told the state 
assembly he could offer three options 
for the hill: development by the 
Chinese community alone (38% of 
Malacca's inhabitants are ethnic 
Chinese, mostly concentrated in 
Malacca township); joint development 
by the Chinese and the state govern- 
ment, or. development by the state 
alone. 

"Development," the temple trustees' 
spokesman Ee Tiang Heng told the 
REVIEW, "seems to be the operative 
word," and all three options are op- 
posed. by the trustees who say that, 
under a 1949 colonial statute still in 
force, they have "no power to agree to 
any use of the hill other than as a burial 

wo Ri however 1 has said 
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minister, an 
Chaiwat, editor of the | 
Matuphum newspaper. 1 
rests predictably created t 
reaction — and will probabl; ex 
to do so despite claims by gov: 
officials that they have co 






















ey air of uncertainty cres 
past few weeks and Arthit 
extension, based on à publ 
view in early August with. 
commander and deputy ist 
gion commander Maj. -Gen. 
Kullavanich. | 
A closer reading of the transeri 
the interview shows that Pi M 
merely asked whether the move to 
tend the army commander's 













r ond -up. The fact that he saidi i 
after and also that the extension A 





was apparently kea a sign t 
events were related. Theint : 
may have been based on a false: 
but it got considerable mileage 
same. 










































ahead to some form of devek p 

Be that as it may, the issu 
aroused Malaccan — and so 
tional — sentiment Even nor 


pathy for an rt not. o! 
Rahim — leaving the hill intact, 
eral academic commentators 
urged no development, simply bé 
Bukit Cina gives Malacca 
needed open space. 


j ut the hill's symbolic appeal : 
WP the most emotion — an. 
resting mainly on historically dc 
assertions that a 15th century Ma. 
sultan sold Bukit Cina to the Chii 
community in return for marrying 
daughter of the reigning Chinese e 
peror. A Muslim-Chinese navigator Í 
the same epoch, Cheng Ho, also is sà d 
to have given his name to a still-fu. 
tioning well at the bottom of the hill 
The DAP — which lost badly in ti 
1982 Malacca elections, losing one fed- 
eral and two state constituencies -—hàs 
lost little timein exploitingtherac 
charged issue. But while both the | 
and temple trustees are working t 
turn the dispute into a national is it 
Umno divisions in other states and t 
party's national leadership have | 
careful to leave the racially sensitiv 
issue to Rahim — at least for the m 
ment. 
The issue also poses a dilemma : 
the Malaysian Chinese Assoc 
(MCA) — not least because. e 






















| kapproach. Plements linked to 
] ne MCA vice-president Tan, Koon 

n have favoured some accommo- 
lation with Rahim's first option while 
fearful of offending aroused 
ment, have urged partners in the 


downthepace.  - 
lany Chinese accept that develop- 
1ay be inevitable, but they think 
‘Chinese community — not the gov- 
nment — should set the pace. 
eanwhile; ^ state government 
| “stress that the issue has not 
me a clear-cut racial division 
nion — despite demands for the 
donment of development plans 





| commercial facilities in Malacca 
| for the benefits that development 
bring to all Malaccans" and blame 
DAP "for manipulating racial feel- 
Bs about the issue" and for capitalis- 
n the MCA's ambivalence. 

To date, acting MCA president Neo 
ce Pan has gone no further than call- 
ng for all parties to "adhere to the 


trol of the cemetery in the trustees' 
ids. 

he government has offered to re- 
serve 20% of Bukit Cina in perpetuity 
including both Muslim and early 
hinése settlers' graves, the Cheng Ho 
. well and the Cheng Hoon Teng Temple. 
But the Cheng Hoon Teng trustees 
have not budged. 

Ee, who comes from an old Malacca 
hinese family with no party affilia- 
i, said: “Bukit Cina has the poten- 
al to bring all Malaysian Chinese to- 
e her on one issue. Tf they cannot 


ic | and spiritual importance, they 
il never be able to aerer about any- 


rajah, put it another way: "The 
whole essence of this town is its his- 
tory. If yi 1 take away its history there 
will be i 1ing left 







of whath | 


's National Front government to. 


ng almost entirely from Chinese . 
rest groups. Umno sources point to 
crying need for improved housing. 


spirit of the 1949 statute,” which vests 












|| Abanona Jewish composer" s. 


work sparks allegations of 
officially condoned racism 





"a job, Malaysian Information Minis- 
ter Datuk Rais Yatim has created a 
name for Malaysia in the United States 
— but opinion is divided here about 
whether the issue propelling Malaysia 
into the headlines will win many new 
friends for Malaysia in Washington. 
Without apparent consultation with 
all the cabinet, Rais announced on 9 
August that he had asked the sponsor 
of a concert in Kuala Lumpur by the 
New York Philharmonic Orchestra to 
have a work by Ernest Bloch — enti- 
tled Schelomo: a Hebrew Rhapsody — 
withdrawn from the orchestra’s pro- 
gramme. The score’s “Jewish theme 











and origins,” said Rais, conflicted with 


Malaysia’s opposition to Israel; Rais 
suggested that a Malay score might be 
played instead. — 

The sponsor, Citibank, at first 
claimed to have requested deletion of 


-the Bloch item, but it soon became ap- 


parent that the government, and more 
specifically Rais himself, was behind 
the move. Once the request became 
public knowledge and Jewish leaders 


in the US registered their objections, | 


the New York Philharmonic cancel- 


By K. Das in Kuala Lumpur 


he Malaysian Government sought 
to put an end to one week of defi- 
ance on 13 August by ordering the 
police to take action against opposi- 
tion Party Islam (Pas) supporters who 
ignored a ban on large political gather- 
ings in four Peninsular Malaysia 
states. The ban in Perlis and Kedah 
was imposed on 6 August following 
what the police called a "study" of op- 
position Pas ceramah, or dialogue, ses- 
sions on three previous days. The ses- 
sions, and those over a four-week 
period, had "threatened public order 
and security." The ban was extended 
to what are regarded as Pas stronghold 
states of Kelantan and Trengganu on 
10 August and the party reacted by 
holding some 18 meetings within three 
days, arguing that it had every right to 
do so. 

Pas, which ruled Kelantan for al- 
most 20 years until 1978 and which had 


fter less than a month in his new 
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] | Mahathir Mohamad was aw iy in: 
- tralia. Second, though Rais atated: that 


| Trengganu . 
a a good pase in Trengganu, ' was as badly: Bakar | 





Malaysia's “policy on Israel and the 
Jews has been spelt out clearly and we 
are merely implementing this policy," 
the Malaysian Government in the past 
has observed the distinction, drawn re- 
cently by Palestine Liberation Organi- 
sation chairman Yasser Arafat when 
visiting Kuala Lumpur, that Zionism 
and the Jewish religion are separate 
dogmas and should not be put into the 
same category. 

Third, it appeared that the Bloch 
item's principal problem lay in the 
item's subtitle. The Philharmonic draft 
programme included selections from 
works of other composers of Jewish de- 
scent and this appears to have caused 
no problem. 

Much of the reported local reaction 
to the cancellation was couched in 
terms of disappointment, but there 
was no discernible disagreement with 
government policy. A spokesman for 
what was to have been the main bene- 
ficiary of the concert — an anti-drug- 
abuse agency called Pemadam — was 
reported in Malay -language news- 
papers on 13 August as saying he was 
"not disappointed" by the cancella- 
tion, while the former head of Party 
Islam, Asri Muda, described the gov- 
ernment’s move as a “correct action to 


fortify the country against Jewish in- 


fluence.” ==> — JAMES CLAD 





Countering a crusade 


The government, citing dangerous trends, cracks down 
on the opposition Party Islam in four states 


beaten in both the 1978 and 1982 elec- 
tions. In the past year, however, it has 
made something of a recovery. Accord- 
ing to government sources, this re- 
covery was disturbing because it was 
based on dangerous campaign lines. 
According to Agriculture Minister 
Anwar Ibrahim, who was an anti-es- 
tablishment Muslim youth leader less 
than three years ago and seen as a po- 
tential Pas leader, some Pas campaign- 
ers were going around the rural areas 
calling for a sabil, or crusade. The gov- 
ernment, he told the REVIEW, was ex- 
tremely worried. "Their gatherings are 


highly inflammatory and the threat 


they pose to public order is no joke." 
The first indications of government 
concern came in July when three Pas. 
leaders were arrested and detained 
without trial under the Internal Secu- 
rity Act (ISA). Those held were 
tate _assemblyman, Abu 

































| t, India's High Commi 
Colombo, S. J. Chhatwal c 
Jayewardene and assured ` 





India and Sri Lanka continue to argue 
Colombo is handling its Tamil problem 







argue over the way _ 


$, 





By Salamat Ali in New Delhi 


"I" he level of violence in the trouble- - 


plagued northern areas of Sri Lanka 
is rising markedly. In the latest inci- 
dent, the Sri Lankan army is said to 
have set fire to the Tamil-majority town 
of Mannar in retaliation for a guerilla 
ambush of a military convoy. A week 
earlier, the Sri Lankan navy was said 
to have shelled the coastal town of Val- 
vettiturai, allegedly in response to the 


killing of several security men by | 


Tamil separatists. And though Colom- 
bo vehemently denied that any such 
shelling took place, there seems little 
doubt that the security forces inflicted 


severe damage on the town and on fish- | 


ing boats during operations there. 


, This rising level of violence and | 


counter violence is creating the worst- 
ever downturn in relations between 
New Delhi and Colombo — India's 
reassurances that it will not intervene 
in the problem notwithstanding. — 


. In a confidential message to Indian - 


Prime Minister Indira Gandhi early in 
August, Sri Lanka President Junius 


Jayewardene indicated that he had re- | 


liable information that Tamil ter- 
rorists were opting for a major con- 





Bunyamin Yaacob of Kelantan and 
Ahmad Sabi of Penang. Anothe 
cation was a Home Ministry order re- 
quiring that dangerous weapons like 
machetes, swords and spears be sur- 
rendered. According to intelligence 
sources, Pas groups were arming them- 
selves with these weapons, all in- 
scribed with verses from the Koran, in 
preparation for a "holy war." 

Pas leaders deny the charges and say 
that they expect a general election next 
year and have merely begun their cam- 
paign. They say, not without justifica- 
tion, that since the media is largely 
under government control they have 
no choice but to use the only legitimate 
and legal avenue for explaining their 
policies — the ceramah — since public 
rallies are banned. Their argument, 
however, becomes strained when they 
disclaim responsibility for what their 
own party members do in their own 
time in the name of the party. Pas lead- 
ers also vehemently deny that they are 
turning Malays against other Malays 
in their campaign by branding govern- 
ment supporters infidels or that they 
are urging Malays not to associate with 
non-Malays. s 
However, government sources claim 





that there is irrefutable evidence that | 


inother indi- | 


— 


| 

| 
precipitate a repetition:of the bloody | 
riots of July 1983 and were obtaining | 
arms and other help through the neigh- | 
bouring Indian state of Tamil Nadu. | 

Refuting the charge, Mrs Gandhi ar- 
gued that she could not understand | 
what Tamil terrorists could gain by 
confronting Sri Lankan armed forces 
or by bringing about a repetition of last 
year's massacre of the Tamils, in which | 





frontation with his security forces to vemm" to Sri Lanka 
D | ] India, which 





ing a white paper for tabling in the 


| 

| 
citement to violence. 

According to intelligence sources | 

there was concern about arresting more | 
Pas members under the ISA. Hence | 
the government's “soft” approach and 
the decision to produce the evidence ir 
a white paper first. It is also believed | 
that once the paper is presented and | 
debated, and the widest publicity 
given to it, there could be a number of | 
arrests. And all that, clearly, will be | 
long before the next general election, 
which is likely to take place in 1986. If | 
hardcore Pas leaders are put ünder de- | 
tention, the government should be able | 
not only to have peace, but also to have | 
an easy time in the 
the four 








| mercenaries hired abroad. The pl 






India was taking necessary 
prevent any misuse of its terri 
the Sri Lankan Tamil terroris 
Chhatwal advised the president r 
step up military operations as a rest 
of the latest terrorism in Jaffna, 
argued that any major military cr 
down would only inflame passion 
blocking chances of a political sett] 
ment. | Es 
In the wake of the bombing of | 
ras airport in early August, Sri | 
kan Foreign Minister A, C. S, Har 
UPPER 4 told Chhatwal 

on Lankan i 
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Lanka is doing in its Northern } 
vince. The local belief is that Color 
is acting on a plan prepared by Isrz 
Mossad intelligence agency and s 


is believed, is to destroy the hard 
of the terrorists through massi 
combing operations aimed at roundi 
up all able-bodied men for interro 
üon. Mrs Gandhi is worried becaus 
this year she is scheduled to go to th 
polls and cannot ignore the pro-T'ar 
sentiments in southern India, espe 
cially Tamil Nadu. 
The current intensification of opera- 
tions in northern Sri Lanka created an. 
uproar in India's parliament on 7 Ai 
gust, with the opposition demanding : 
statement on the situation in Jaffna 
When the statement was made on 8 Aw. 
gust, MPs called on the government t 
act to save the Jaffna Tamils, though 
they differed sharply on the measures. 
that should be taken. 
Typical were V. Gopalaswami fror 
2 Nadu and P. P. Upendra from 


ae 
























I ^h - official statement to parliament, 
rough carefully worded, made it clear 
iat India takes a serious view of the 
resence of foreign intelligence agen- 
es in Sri Lanka; disapproves of for- 
ners being used to help fight a Sri 
ankan ethnic group, and believes that 
he ethnic problem will not be solved 
by stepping up military operations. 
Implying that there have been massive 
prisals against the Tamils in the 
Jaffna peninsula and that there is no 
justification for such action, the state- 
ment goes on to mention the alleged 
shelling of Valvettiturai, a town 
which is reputed to be a major cen- 
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ure of PAEA to beinitialled 
eking in September, is to be called 
int declaration, according to the 
nese, not an international * 'agree- 
it" as British Foreign Secretary Sir 


g to believe. 

owever, the declaration and its an- 
es, which will allow the British-ad- 
ered territory to operate, more 
ess in its present form, for 50 years 
r 1997, nevertheless will be legally 
nding, according to both sides. Fol- 
g a Chinese clarification of the 
ture of the accord on 2 August, Bri- 
h Ambassador to China Sir Richard 
'ans took pains to point out that the 
oint declaration would be "the highest 


m ny to believe 
“that the expected 
accord would be 
formally called an 
"agreement. It i 
was left to the © 

. Chinese to cl: 








but had chosen this time xo goto others, 
including Mossad. She added: “We are. 


| d ng insists that a pending accord on the e terjto | 
ure be called a ids declaration, notan agre T ient 


frey Howe had earlier led Hong-. 


showing great restraint and doing every- 
thing possible to help the Sri Lankan 


Government settle the problem." 


She added, however, that India was 
worried not only about human-rights 
violations in Sri Lanka, but also about 
the reaction in India; 44,000 refugees 
had already arrived from Sri Lanka 
andthis was bound to increase tension. 
However, pointing out that Tamils in 
southern Sri Lanka were widely dis- 
persed, she remarked: "Whatever ac- 
tion we take must help the Tamils and 
not precipitate their annihilation.” 0 








the situation. ncs the. British 
meekly concurred. 

The British conceded that their ori- 
ginal intention was to have the docu- 
ment called an “agreement,” but they 
failed to sway the Chinese, who adam- 
antly refused to enter into any “agree- 
ment” with Britain which would dic- 


tate how Peking-should administer. 
Hongkong, its own territory, after 
1997. The British, deeply aware that a 


more formal document would com- 
mand more clout, stressed that the de- 
claration's content is more important 
than its name. 

Diplomats and lawyers in Hongkong 
agree that the name of the document is 
not very important so long as both par- 
ties agree that it is legally binding. Bri- 
tish sources say the significance of 
Howe's Peking visit is that he suc- 
ceeded in getting China to agree — 
rather than simply state unilaterally — 














E uy managed to 
cure on "paper "What the "Chinese had 


been' offering since the beginning of 


the year. But British sources said 


Howe's achievement was to get the 
Chinese to agree on a framework in 
which all the promises would be spell- 
ed out, not simply a joint declaration of 
separate intentions. 

Moreover, British sources say that 
Howe ‘also managed to secure an 
undertaking from the Chinese that the 
content of the joint declaration and its 
annexes would be legally binding and 
would be enshrined in the basic laws, 
under which Horigkong would be gov- 
erned after 1997. This would give the 
British an opportunity to predeter- 
mine the coniterit óf the basic laws and, 
perhaps, the structure of the future 
government of the territory which, in 
Chinese terms, is to become a special 
administrative region of China. 

However, to some Hongkong people 
this Was not good enough. They would 

ike the: re of the future govern- 
v^described in the joint 
Lydia Dunn, a leading 







ment » : 
declaration. 


member ‘of “Hongkong’s Executive 


Council, the: territory's highest ad- 
visory body on policymaking, has 
openly urged.the British Government 
to secure such a commitment. British 
sources counter that this is impossible 
and say that the Hongkong people will 
have to wait until the drafting of the 
basic laws to have a clear picture of Pus 


future administration’ S structure. 


utas Hongkong District Adminis- 

tration Secretary David Akers- 
Jones noted in a speech on 12 August, 
Hongkong must develop a system 
“compatible with the overall structure 
and systems" of the Chinese Govern- 
ment. "I don't think that a system in 


| which there are conflicts between par- 




























ties and arguments as to the basic poli- 
tical philosophy would be acceptable 
to China. Compatible means able to co- 
exist, and our recently published 
Green Paper on representative govern- 
ment is trying to do exactly that," said 
Akers-Jones. 

What the government hopes to de- 
vise for Hongkong, he said, is a system 
of democracy without the conflicts and 
confrontations which are common 
components of democratic political 
systems elsewhere. He said he was not 
sure what system would ultimately 
emerge, but it would be something 
along the lines of what was being pro- 
posed in the Green Paper, which de- 
scribes a government consisting of di- 
rectly and indirectly elected candi- 


. dates as well as representatives from 


functional. (professional and other) 












"Ind up our pro | ! 
had. regard to the. special circum- 
-stances of Hongkong and the need to 
. maintain our good relationship with 
our mainland neighbour. We have also 
done our utmost in framing these pro- 





posals to ensure that there need be no 


conflict with the principle of con- 
tinuity between the systems in force 
both before and after 1997," said Youde. 

China's reaction was swift and curt. 
"The plan was drafted by the British 
side," a Chinese Foreign Ministry 
spokesman said. "The Chinese side 
undertakes no obligation to it." De- 
spite that, the Hongkong Government 
thinks China is not entirely opposed to 
the idea and is biding its time to see 
how the people of Hongkong react to 
the plans for democratisation. 

China appears to be caught in a 
quandary. While it does not want full- 


FOREIGN RELATIONS 


Three-p 





By Paul Quinn-Judge in Bangkok 


Te Sino-Vietnamese conflict re- 
fuses to go away. As the latest 
round enters its fifth month, both sides 


are still trading claims, of major ag- | 


gression and massive defeat. And the 
rhetoric surrounding the conflict has, 
if anything, intensified. A particularly 
harsh commentary in the Communist 
Party of Vietnam (CPV) newspaper 
Nhan Dan on 3 August, accused Thai- 
land of being the “second prong” of a 
three-pronged Chinese strategy aimed 
at weakening and ultimately annexing 
Vietnam. 

The main theme of the commentary 
was not new: Vietnam is the gateway to 
Southeast Asia, and Peking is prepar- 
ing to open the gateway by means of a 

“large-scale war of aggression.” The 
portrayal of Thailand as a willing in- 
strument of that strategy seems, how- 
ever, to mark a new high in Vietnamese 
hostility towards Thailand. 

Peking, the commentary claimed, 
was executing a “three-pronged pincer 
movement” against Vietnam and its 
Indochinese allies. The first prong was 
the Sino-Vietnamese border. In mid- 
July, Hanoi announced that China had 
mobilised six army corps and nine di- 
visions to apply pressure along the 
whole of the border. At the beginning 
of this month, Hanoi increased its esti- 
mate to nine army corps. The third 


prong was the South China Sea, ac- | 


cording to the commentary. Having Oc- 
cupied the Paracel islands in 1974, Pe- 


kong Government rea 





Hanoi steps up its ona ada attack on Peking for slieged 
aggression and accuses Thailand of complicity - 


king now. overen fne Fou ern Eo ; 


ing a very fine line. But it does not want 
the territory's people to be misled into 
believing Hongkong can have truly au- 
tonomous self-government. 

Such worries may not be totally un- 


founded, since there are still some 


starry-eyed idealists who believe 
Hongkong will be completely: free to 
run its own affairs after 1997. But it is 
becoming increasingly clear that many 
Hongkong people concerned about the 
territory's future are pragmatic about 
what is achievable. They realise China 
has drawn a circle for Hongkong, cir- 
cumscribing Hongkong’s degree of au- 
tonomy. But, within the confines, there 
is still room for manoeuvre. What they 
want is to test the limits of the circle by 
forcing China to come clean on its in- 
tentions. B 





pi f 


commentary claimed, was in the pro- 
cess of modernising its navy and had 
held exercises in the Gulf of Thailand 


“close to the territorial. waters of In- 


i donesia, Malaysia and the Philip- 


pines.’ 
Up to now, the second prong had 
been “closely camouflaged and highly 
secret," Nhan Dan said. But Peking's 
diplomatic and military activities over 
the past few years had shown that this 
"dangerous prong springs from Thai- 


land." In a tone that will undoubtedly 


infuriate the Thais, Nhan Dan essen- 
tially described Thailand: ‘as a tool of 
Peking and. Washington. China, the 
commentary asserted, has used Thai- 
land as a base to create the “Pol Pot 
remnants and other reactionary 
groups,” toarm them and send them on 
missions to attack the Cambodian bor- 
der. 

Peking and Washington have used 


























.Said that "Peking and 


‘China trip, in the midst of 
‘the Sino-Vietnamese 


Aiping (REVIEW, 21 June). 


Thai Foreigr 






and “other Lao: reactiona | 
To round off its attack, the E $ 





have encouraged, bought off ane 
the reactionary forces in Tha 
send Thai troops to attack a nurnk 
areas in Kampuchea and Laos 
this second prong, Peking tries t 
tack the flanks of the Indoch 
countries through a ‘third hand’ — 
Thai, Kampuchean and Lao rea 
tionaries." 













anol'’s increased hostility towa 

T Thailand seems to date from. ; 
visit to Peking of Thai supreme ce 
mander Gen. Arthit Kamlang-e 
mid-May. Vietnamese unhappin 
the trip, which would have been | 
at any time, was increased by th 
ing — less than a month after 
States President Ronald- 

















































shortly before a visit to Washi 
the Chinese Defence Minister : 


The Arthit visit has become : 
stant — and negative — them: 
namese  foreign-poliey ` 
When the Thai-Lao border 
arose in mid-June, for example, . 
was quick to note that this tc 
"right after the commander-in- 
the Thai army had gone to the g 
China to look for military alc 
Hanoi said, proved that “TE 
tionary circles" are working. 
closely with anti-Indochinese for 

The trip to Peking late last r 
Minister Siddhi S 
evoked an equally negative res 
from Hanoi. Vietnam's view of 
was summed up in the title of : 
cial commentary on the subject: | 
king's tool to sabotage peace in So 
east Asia.” : 

Meanwhile in its roundup of th 
four months’ fighting, Hanoi cls 
to have “put out of action” — preg 
bly, killed or wounded — 7, 500 CE 
troops. Two months ag Hanoi put: 
total number of alleged  Chines 
casualties at 5,500. The figures, tak 
as an order of magnitude rather tha 
| particularly. accurate reflection E: 
losses, suggest that border tension re 

4 mains high, | bi 
has decrease 

slightly in w 
parisen to the 
two months of fr 
tion. | 

Late last mot 
Peking claimed 
a Vietnamese di 
Sio n-sized dou 
had “rabidly : 
tacked" the dist 
of Laoshan, I 
Malipo county 
Yunnan př 
vince. AZ 








i ed Morello i in New York 


ve African and three Caribbean 
untries have been singled out as 
Vota (as the United Nations’ battle to 
n the annual Cambodia numbers 
e gets underway on the eve of the 
9th general assembly's opening. Vie- 
ory for either side: will be more 
sychological than. substantive. There 
; not the remotest chance that the as- 
embly will reverse its six-year-long 
upport of Democratic Kampuchea — 
resented by the tripartite coalition 
eaded by Prince Norodom Sihanouk 
- and grant.recognition to the Viet- 
installed Heng Samrin regime in 









theless, coalition supporters 
cutely aware that this year, for the 
ne, they face the prospect of los- 
sting strength. After rallying an 
er more impressive. number of bal- 


d the issue in 1979, Democratic 
npuchea was able to do no more 
hold the line in 1983, when the as- 
bly vote duplicated 1982's tally of 
3 (REVIEW, 10 Nov. '83). 
is year, the main battleground for 
wing ballots is Africa. Coalition 
ates are openly concerned about 


results of a campaign tour into the 


ual suspicion between North 
ind South Korea has dulled the 
ge of the only progress claimed by 
uted Nations. special envoy Diego 
zordovez during his recent mission to 
two Korean capitals. In Seoul — his 
ast stop on a five-capital tour which 
so included Moscow, Pyongyang, Pe- 
g and Tokyo — Cordovez had issued 
tatement referring to "assurances" 
m the two Koreas that they would 
ercise restraint or, more plainly, not 
tiate military action. Diplomats 
New York say that while the assur- 
nees were verbal, they were “firm.’ 
But neither the two UN observer 
sions nor Cordovez' office would 
| s: e c E or disclose 





each year since the assembly first 


i it was Widerstod that 


ach; de mad clear that it has nocon- : 
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cils agenda. H 
no new steps towards reactivating the 


continent by Samrin’s Foreign Minister 
Hun Sen. One result is that five coun- 


. tries — Benin, Cape Verde, Guinea Bis- 


sau, Sao Tome and Principe and 
Sierra Leone — have granted diploma- 
tic recognition to the Phnom Penh re- 
gime. In last year's general assembly 
voting, all abstained except Sierra 
Leone, which voted for the coalition. 
“Sierra Leone is our main concern,” 
a coalition delegate told the REVIEW. 
"It appears to have done a complete 
turnabout." Thefear is that other coal- 
ition supporters will follow suit. 
Democratic Kampuchea delegates 
argue, not entirely convincingly, that 
the four other African countries would 
not necessarily match recognition with 
pro-Samrin votes. Also, they say, any 
African loss could be partly offset from 


among three. C pheann. ballots te de 


Nevis avd: St Vincent and the Gie- 
nadines. They contend that at least one 
or two of the three delegations — all of 
which were absent during last year’s 
balloting — can be expected to vote 
with the majority or, at worst, 
abstain. 

Sihanouk, too, has been on the cam- 
paign trail. Recently back from Egypt, 


IN envoy takes soundings « on the Korean 
blem but no maior changes are likely 


fidence in the other's intention of 
keeping its no-first-strike pledge. 
Seoul, which has been braced in recent 
months for North Korean provocations 
along the Demilitarised Zone, which 
divides the peninsula, had hoped Cor- 
dovez would bring from Pyongyang a 
signal that the North was ready to 
begin normalisation talks. For its part, 
North Korea has been on the alert 
against reprisals from the South for 
the October 1983 Rangoon bombing 
that decimated the Seoul government. 

Rumours that the two sides were 
moving towards an agreement which 
would permit both to become full 
members of the UN were denied by UN 
spokesman Joe Sills. He recalled that 
the membership issue was brought to 


the Security Council's attention in 






1949, 1955, 1957 and 1958 and, there- 
fore, technically emains on the coun- 
ded, however, that 











ig taken now. 


applications are 
t : one to the Korean 


Cordovez had 






of the co; lition Son 
Sann, is. to visit 
Mexico and. possi- 
bly Jamaica before 
the assembly vot- 
| ^| ing in late October 
Sihanouk: Africanfocus. | or early November. 

Before: the assembly's 18 September 
opening, the Khmer People's National 
Liberation Front (KPNLF) — with the 
Sihanouk faction, one of the coalition's 
two non-communist elements — will 
have to fill the vacancy created by the. 
death of its UN leader. When ambas- 
sador Penn. Nhach died three days 
after undergoing heart bypass surgery 
in Montreal on.18 June, the coalition's 
non-communist. representation, already 
in the minority in the Khmer Rouge- 
dominated UN delegation, was weak- 
ened further. The 11-member UN mis- 
sion, headed by Ambassador Thiounn 
Prasith of the Khmer Rouge, comprises 
two delegates from Sihanouk’ S faction. 








"The. choice. of Penn Nhach's S Suc- 
cessor.has boiled down to one of three 
prospects: Thoutch Vutthi, a former 
ambassador to Colombia; Ong Khuy 
Treng, ex-ambassador to Uruguay, 
and Minister Counsellor Siv Sichan, 
Penn  Nhach's deputy and the 


KPNLF's current ae d’affaires at 
the UN. ur 


capitals to assess 
the prospects of 
armed hostilities 
breaking .out be- 
tween the two 
COl | Ever 
since the Rangoon 
bombing by North 
Korean terrorists, 
S Secretary-General 
^| Javier Perez de 
Cuellar had been 
increasingly concerned about the 
growing North-South tension. 

The UN envoy conferred in Pyong- 
yang with Premier Kang Song San and 
Foreign Minister Kim Yong Nam, and 
in Seoul with President Chun Doo 
Hwan, Foreign Minister Lee Won 
Kyung and. National Unification 
Minister Shon Jae Shick. Cordovez al- 
ready has.reported verbally to the sec- 
retary-general and a fuller, written re- 
port is in the works. UN officials say 
that, among other things, the report 
will stress the restraint pledges but 
will add that there is no agreement on 
any other steps towards normalised re- 
lations — including Seoul's proposal 
for reuniting. families split up during 
the Korean War, e ita 
service herw GE 
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not made too many blunders in the 


wan, links with Peking are smooth 


(well, smoother than they were); the 


pressure on Japan has been gentler 
and the rest of the region has enjoyed 
a sort of benign neglect. But now the 
madness of the presidential campaign 
is upon us. First, we get the stupid 
and illogical move towards protec- 
tionism over textiles imports: stupid 
and illogical because they make non- 
sense of any pretension the Reagan 
administration has to economic po- 
licies. and, economically, protec- 
tionism is nonsense anyway (in fact 
. the US garment industry is flour ish- 
ing). 

Then we get the fatuous plunge into 
anti-population control which could 
well have been the brainchild of the 
Flat Earth Society. As REVIEW 
Washington correspondent Nayan 
Chanda reported (19. July), a White 
. House draft of a speech to be deliver- 
ed by a US representative at the sec- 


ond United Nations-sponsored In- 
ternational Conference on Popula- 


tion in Mexico let the cat. out of the 


bag. Reagan's men argue that popu- 


lation growth "has been an essential 
element in economic progress," and 
that — provided the conditions for 
economic growth and economic free- 
dom exist in any country — there will 


be a natural tendency for prosperity 


to rise and population gov ratesto 
fall- 

While this may have. happened in 
the US, Western Europeand Japan, it 
is stretching the argument to the 
_ point of absurdity to claim that mas- 
|. :Sively populated China and India, as 
well as Africa, can hope to grow fast 
enough to provide natural  con- 
: straints on population growth. 

All this would scarcely miter: if 
süch nonsense were confined to the 
realms of philosophical debate, but 
the Reagan administration wants to 
out-pope the pope and deny financial 
aid to family-planning groups which 
support abortion as a means of curb- 
ing population growth. Former 
World Bank president Robert 
McNamara rightly remarked at t 
opening of the Mexico f 


















States President Ronald Reagan has 
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| | theme: the need for a thorough-going 


"Thailand 


i Suharto group, died earlier this year 
at almost the same time as. leuten- 


: | promote economic gr 
ear. Buckley does not realise: that 
Singapore's policy, aimed at zero- 


Papaa on nguah. and, dnd the slo-. 
past years. Having conveniently for- | E 
gotten the campaign pledge to Tai- | 1 





‘ogramme 1 A Ai a N yf 
Pe ated Buckley should do a 
little homework before he commits 
himself to such idiocies. 

€ ALTHOUGH it is fashionable to 
decry the main elements of feudalism 
which survive .in the region's 
societies, I would argue that many 
benefits still flow from the loyalties 
and sense of belonging which a 
hierarchy can bring. Just as. the de- 
veloped nations of Japan and Britain 
find their emperor and queen useful! 
umbrella symbols of unity and con- 
tinuity, standing above and apart 
from the conflicts and changes of the 
political world, so countries such as 
and Malaysia draw 
strength from their monarchies. As a 
recent cover feature (REVIEW, 9 Aug.) 
argued, President Suharto of In- 
donesia has drawn strength and 
power by assuming the mantle of the 
country's traditional rulers: feudal- 
ism provides a social glue very simi- 
lar to the cohesion which the Confu- 





rest of East. dua. The eck of such 
powerful symbolism in the Philip- 
pines is achingly obvious. 
Nevertheless, the remnants of 
feudalism are regarded as being at 
odds with modernity as REVIEW re- 
gional editor David. Jenkins was re- 
minded when he went to interview 
the late major-general Sukendro, a 
retired Javanese officer who had 
been. chief of military. intelligence 
during the Sukarno years. Sukendro, 
a man of swaggering self-assurance, 
was sitting in a large chair loudly 
lamenting the fact that feudalistic 
practices were still prevalent in In- 
donesia. A young Javanese maid en- 
tered the room, bearing a tray of soft 


drinks and plates of . deep-fried 


bananas. As she approached the 
looming bulk of the retired military 
man, she dropped respectfully. to her 
knees and slid forward to place the 
tray on the table before him, taking 
pains to keep her head as low as pos- 
sible. As she exited backwards on her 
knees, the general, quite unconscious 
of any irony, went on expounding his 


purge of feudal practices from the 
past. . 
Sukendro, never a member of the 


Of is i im- T 



























































sent mea ) newsletter fróm. a : 
in Pennsylvania which rejoices in th 
name of Intercourse. There are som 
delightfully named nearby village 
and towns — so that Intercourse lies 
equidistant between Blue Ball and. 
Paradise, just east of Bird in Hand. 
€ ANOTHER American reader, 
Robert Underbrink, librarian atl 
Blackburn College, Hlinois, visited. 
Hongkong recently carrying a selec 
tion of announcements made in val 
ous American church bulletins. I 
swears that all the examples are au: 
thentic: 
> This afternoon there will: 
meeting in the South and North 
of the Church. Children wi 
tized at both ends. 
» Tuesday at 5 p.m. there will bi 
ice-cream social. All ladies 
milk, please come early. 
» Wednesday, the Ladies L 
Society will meet. Mrs Johnson 
sing Put Me in My Little Bed acci 
panied by the pastor. Dr 
» Thursday at 5 p.m. there wil 
meeting of the Little Mothers 
All wishing to become littk 
will please meet the minister in t 
study. 
» This being Easter Sunday, we: 
ms Mrs Brown to come forward: 
lay an egg on the Altar. 
» The service will elose with 
Drops of Water; one of the m 
start quietly and the rest of the 
gregation will join in. 
» The ladies of the church have ca 
off clothing of every kind, and th 
can be seen in the Church baseme 
on Friday afternoon. 
» On Sunday, a special colle 
will be taken to defray the expe 
the new carpet. All those wishin 
do something on the carpet wil 
please come forward and get a piece 
of paper. f 
è INitsJuly issue, Hongkong House- 
hold, an export magazine for con» 
sumer goods, ran a colour spread on: 
locally made ice buckets, entitled | 
Cool and Classy, and listed some of _ 
the decorative motifs adorning the 
said buckets: 
"Ancient world maps, silver 
shields and crossed swords, emblem 
of yore and touches of tartan, vintag: 
cars, horses and their live 
cheribums, vari-coloured finches...” 
As Alan Chalkley, who spotted the 
feature, commented: "Ive always 
wanted an ice bucket with a- 
cheribum on it, so long as the vica 
wasn't con ming ‘or cocktails.” | 
Or, per especially when the 









































Prem looks secure but critics talk of indecision and aloofness 


Above the fighting... 


By John McBeth in Bangkok 


urable has not been a word 
D much associated with the tenure 


of Thai prime ministers over 


the past decade. But in Prem Tin- 
sulanond, the retired general turned 
politician, Thailand has the longest- 
serving leader of a civilian administra- 
tion since the end of absolute mon- 
archy in 1932. The 64-year-old Prem, an 
ardent royalist, has stayed afloat now 
for four years — through a short-lived 
military rebellion, four cabinets and a 
general election — and still looks more 
secure than most of his predecessors. 

It might be said, perhaps a little un- 
kindly, that Prem has turned indeci- 
siveness into a virtue, that by ignoring 
certain problems they have somehow 
been resolved or postponed. Certainly 
his style of leadership has been non- 
assertive and non-interventionist. And 
by orbiting above the battlefield he has 
remained aloof from the sort of politi- 
cal sword-play that has been the 
ruination of previous incumbents. In a 
way, his approach is both baffling and 
uniquely Thai. Or uniquely Prem. 

The former army commander, with 
his elegant mandarin-style pharacha- 
tarn shirts and calm demeanour, is an 
enigma in Thai politics — an almost 
courtly figure who is a far cry from the 
military rulers and perpetually be- 
leagued civilian leaders of the past. It 
is also true there have been no visible 
alternatives to Prem and that he alone 
is seen to wear the mantle of legitimacy 
and to enjoy the trust and confidence 
of the palace. 

And if durable is the word to de- 
Scribe Prem, then decency, honesty 
and loyalty are the sort of adjectives 
that his admirers fall back on when de- 
scribing the assets which he brings to 
the job and which have ensured that a 
man once seen as something of a trans- 
itional figure has managed to hold on 
for so long. 

In a country which has seen 14 
coups, 13 constitutions, 15 elections 
and 15 prime ministers in the space of 
92 years, Prem is very much a stayer. 
He is also the product of an evolutionary 
political process which began with the 
overthrow of authoritarian military rule 
in October 1973. But though the 11 inter- 
vening years have been characterised 
by a fitful quest for stable, representa- 
tive government, it is also a period in 
which the military's place in the 
scheme of things has not changed to 
any real degree. All that has changed 
are some of its perceptions. 
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The era of the strongman, with his 
intricate web of patron-client re- 
lationships and commercial interests, 
may have gone, but the absence of a 
mature political system has spawned 
an idea that only an army man is 
equipped to lead the country. In these 
circumstances, the search for a mili- 
tary man considered capable of suc- 
ceeding Prem has become a favourite 
pastime among political pundits in 
Thailand — one that has received a 
new lease on life since the recent cam- 
paign to extend the tenure of supreme 
commander and army commander 
Gen. Arthit Kamlang-ek, another fer- 
vent royalist who many believe is still 
Prem's most likely successor. 

Arthit does not fit the traditional 
image of a military strongman. Nor is 
he a particularly popular figure. But in 
the two years that he has headed the 
army he has succeeded, perhaps by vir- 
tue of his length of tenure, in con- 
solidating a base of support built to a 
large extent around the 1st Army Re- 
gion, which is responsible for the criti- 
cal Bangkok and Central Plains area. 
While Prem is viewed by his critics as a 
man lacking in conviction, Arthit com- 
mands respect among his army subor- 
dinates for taking things into his own 
hands and acting in a decisive manner; 
his critics contend, however, that he 
involves himself in too many issues 
outside his area of responsibility as 
supreme commander. 

Arthit's most significant backer is 
Maj.-Gen. Pichit Kullavanich, the 
West Point-trained commander of the 
important Bangkok-based Ist Divi- 
sion and a man tipped to become 1st 
Region commander in September in 
the annual military reshuffle. A strict 
disciplinarian who probably has more 
combat experience than any other Thai 
general, Pichit capped weeks of 
rumour on 7 August by coming out in 
favour of Arthit staying on in his two 
key posts after his scheduled retire- 
ment next year. In presenting Prem, g 
in his capacity as defence minister. ` 
with what may very well be a fait acc- 
ompli, Pichit scrupulously avoided 
commenting on the obvious politi- , 
cal implications of such a move, 
portraying the extension as pure- 
lv a military matter designed to 
boost unity in the armed forces. 

Pichit's statement of support for 
Arthit came only days after leaders 
of the Young Turks — a group of 
colonels dismissed in the wake of an 


abortive 1981 rebellion — also 
out in support of Arthit, a develop 
that took many by surprise. F« 
regimental commanders Col Me 
Rupekachorn and Col Prajark S 
engchit both said they supporte 
move after they were personally £ 
ed by Arthit at the 97th annive 
celebrations of the Chulachoml 
Military Academy — the first tim 
Young Turks, most of them 
Seven graduates, had been invit 
the annual function since their di: 
sal. 


of Prem's term as army comm 

er in 1980, which was stri 
backed by Arthit, was one ol 
reasons cited for the abortive ex 
year later. And it was Arthit whi 
given much of the credit for pu 
down the rebellion, thereby se 
him on a ladder which he himsel 
mits he was fortunate to climb. 

Prem broke with tradition anc 
not attend the Chulachomkhla« 


[o Premi the one-year exte 






























April Fools’ Day coup troops: no real char, 
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union in what was taken as a sign of 
disapproval. And only a handful of 
Class Five graduates, whose bitter 
rivalry with Class Seven made them 
natural allies of Arthit in the period 
before and after the 1981 upheaval, 
made an appearance; chief among the 
absentees was army operations direct- 
or Maj.-Gen. Suchinda Kraprayoon, 
whose brother-in-law, 6th Division 
commander  Maj-Gen. Issarapong 
Noonpakdi, now appears to have drop- 
ped out of the running for the 1st Divi- 
sion command when Pichit moves up. 

Sources close to the Young Turks 
told the REVIEW more than a month ago 
that their long-standing rift with Ar- 
thit had been healed as far back as 
April when Prem — whom they accuse 
of a double-cross in 1981 — is said to 
have rejected the proposed reinstate- 
ment of some of the 38 disgraced offic- 
ers. "We aresupporting Arthit now be- 
cause he has the guts," one reliable in- 
formant said at the time. The army 
commander is known to have initiated 
the move, but the sources said the key 
figure in actually bringing about the 
Young Turks' rehabilitation was Ar- 
thit's aide Lieut-Col Pirapong Sam- 
pakpisut, a Chulachomkhlao Class 16 
graduate who is concurrently com- 
mander of the 1st Engineering Battal- 
ion of the Royal Guard. 

With both Arthit and Pichit backing 
their return to service, it seems clear 
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that the idealistic colonels retain a sig- 
nificant measure of influence, despite 
their three years away from the army; 
insiders say this ig due in no small part 
to Manoon, whgfgathered a consider- 
able following f» the armoured corps 
and has apparéntly retained it through 
regular contacts with his former sub- 
ordinates. Analysts say that by 
reinstating men who formerly were his 
bitter enemies, Arthit has cleverly pre- 
sented himself as a magnanimous com- 


| mander dedicated to bringing the 


—— 


armed forces together — one of the 
reasons that is put forward by those 
who advocate that he should be al- 
lowed to stay on. 

The Young Turks are understood to 
have made no pre-conditions for their 
reinstatement and it appears likely 
there will be considerable pressure in 
the coming weeks for them to be given 
back their commissions — if only so 
they will be entitled to pensions. Pichit 
said in an informal interview that only 
some of the officers would actually re- 
turn to the army and that those would 


_ be given teaching posts rather than the 





sort of combat commands they had in 
the past. Prajark and Manoon are un- 
likely to be among them, apparently 
because both have made a success in 
civilian life. 

Prem has so far declined to comment 
on the subject of Arthit's term being 
extended next year. Butaf the move is 
approved, it is widely 
felt, Arthit will stay on 
for a further two years 
— until 1987, when the 
scheduled general elec- 
tion’ rounds out the 
prime minister's second 
term in office. Thesigni- 
ficance of that has not 
been lost on political 
analysts, though it has 
been pointed out that 
Arthit’s term can only 
be extended one vear at 
a time and that plenty 
can happen in the inter- 
vening period. What is 
probably the key ques- 
tion. is whether a re- 
newed effort will be 
made. in the meantime 
to push through contro- 
versial amendments to 
the. constitution aimed 
among other things at al- 
lowing serving civilian 
and military officials to 
hold cabinet posts. 

When they were intro- 
duced in early 1983, the 
army-backed amend- 
ments were seen as a 
vehicle not only to give 
the military a more di- 
rect say in government, 
but also to further Ar- 








thit's purported ambitions. Although 
the legislation was ultimately defeated 
(under circumstances which still puz- 
zle observers), it has remained on a 
back-burner ever since. Indeed, it was 
only in June that former prime minis- 
ter Kukrit Pramoj brought the issue 
back into public light when he said his 
Social Action Party, the senior partner 
in Prem's ruling coalition, would go 
along with the amendments in ex- 
change for a deal to return to multi- 
constituency electorates. Although he 
did nót say he would initiate the move 
and though the military held the silence 
it has maintained on the question for 
the past eight months, it was at least à 
reminder that the issue had not been 
forgotten. 


ukrit is seen by many as a crucial 
Ko influence who de- 

serves much of the credit for 
helping to maintain the political status 
quo. Likea good number of Thai politi- 
cians today, he is realistic enough to 
understand that an accommodation 
must be made with the military in the 
search for an acceptable and workable 
political structure. 

At the same time, a number of 
academics and businessmen have been 
having growing contacts with army of- 
ficers at all levels, either privately or as 
invited guests at lecture sessions, and 
have been stressing the importance of 
political stability in relation to na- 
tional prosperity and sustained 


| growth. Overt action on the military's 
| part, they have pointed out, is only 








harmful and counter-productive — a 
message the army may have taken to 
heart given the way it accepted the 
1983 parliamentary setback. 

Kukrit has remained cautious on the 
issue of the extension of Arthit's term; 
describing it as "a matter for perma- 
nent officials and the defence minis- 
ter" — in much the same way as Pichit 
referred to it as “a family matter of the 
military" which had to be raised at this 
early stage to head off possible divi- 
sions. Political sources say that if there 


| is any outspokem opposition to the 


move it will probably come from De- 
puty Prime Minister Pichai Rattakul's 
Democrat Party, which stood firmly 
against the  cormstitutional amend- 
ments. 

Arthit has never been far from centre 
stage, but the campaign to extend his 
term came at a time when many com- 
mentators believed he had lost ground 
— particularly. in view of King 
Bhumibol Adulyadej's private expres- 
sions of trust in Prem's leadership. The 
army leader's aggressive public pro- 
file, his extensive and well-publicised 
travels, both in Thailand and abroad, 
and his almost daily comments on 
one subject or’ another, have been 
interpreted as signs that Arthit is 
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In public at least, za 
Arthit has been a loyal : a 
Prem supporter. But 
analysts have been in- 
trigued not only by 
Prem's wariness on the 
issue of the Young 
Turks, but by the 
prime minister's ap- 
parent refusal to 
counter-sign a sepa- 
rate list of new army 
appointments in April. 
Reliable sources say 
this was because the 
matter involved the 
transfer of four or five 
four-star generals, due 
for retirement in Oc- 
tober, who saw the 
move as an uncalled- 
for slap in the face in 
the twilight of their careers. It is also 
understood there was general disagree- 
ment over who would replace Pichit, 
slated at the time to take over from 
Lieut-Gen. Pat Urailert at 1st Army 
Headquarters. 


rthit was noticeably insistent in 
A: earlier months of this year 
that his only ambition was to do 
what most generals do — just fade 
away. On his return from a two-week 
visit to China in May, he was quoted as 
saying he was not capable enough to as- 
sume the premiership, adding: "Don't 
tell me that I will be national leader. I 
have enough of a burden running the 
army and the Telephone Organisation 
of Thailand." (Bangkok businessmen 
would probably say that the telephone 
service presents the greater challenge.) 
Later, he effectively repeated that 
statement and said he did not covet the 
prime ministerial post. "I have all I 
want, and that is morethan enough,” he 
told an interviewer, speaking almost 
wistfully of his wish to retire to a rural 
retreat. "I don't entertain ambitions of 
political power." 

During a trip to Washington in late 
June, however, he was telling a differ- 
ent story. In an interview with three 
Western journalists he predicted it 
would be a long time before he retired, 
adding somewhat vaguely that if the 
country faced a serious crisis he would 
devote himself to the national interest. 
Although it could hardly be described 
as a crisis, some senior officers indi- 
cated that the recent round-up of com- 
munist suspects had triggered the 
campaign to extend Arthit's tenure, a 
view not especially convincing. 

When Prem came to power in early 
1980, it did not take long for critics to 
describe him as indecisive, sniping in 
particular at his failure to prevent con- 
flicts among the parties in his ruling 
coalition. Even his closest aides con- 
fessed they knew little about what he 
was thinking and there is nothing to 
suggest his basic approach has 
changed. “He is a master of Thai poli- 
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Royal palace and Pichit (top); Kukrit and Chulachomkhlao: accommodating the military. 


tics,” says one well-placed source. “He 
rules in a typical Thai bureaucratic 
way of getting 100% consensus on 
everything . . . he wants everyone to 
be in agreement." This same civil ser- 
vant mentality exists in the function- 
ing of most of Thailand's innumer- 
able government committees where 
just one voice of dissension can be 
enough to shelve or drop a project or 
idea. 

Prem's admirers, including a wide 
cross-section of Bangkok's diplomatic 
community, feel he is much more deci- 
sive than he is given credit for and see 
him acting out a role similar to that of a 
board chairman. They say the relative 
political stability achieved over the 
past four years can be attributed in 
large part to his brand of leadership. 
As one former cabinet minister sum- 
marised it: "Prem may not enjoy high 







: marks, but he is a bet- 
> ter choice than them 
all under the prevail- 
ing circumstances.” 

What worries many 
Thais, however, is the 
thought that Prem's 
leadership is an out- 
growth of a lack of po- 
litical will in Thailand 
— something they feel 
the country only had 
under the late strong- 
man Field Marshal 
Sarit Thanarat and to 
a lesser extent under 
post-war premier Pridi 
Banomyong and Kuk- 
rit himself in the 
mid-1970s. “We do not 
have the ability to 
conceive and imple- 
ment policies," com- 
plains a prominent Bangkok business- 
man. "There is no way for a country to 
progress without political will because 
there is simply no sense of commit- 
ment. Prem just tends to neutralise 
things. " 

Arthit and other senior officers have 
always steered well clear of criticising 
Prem directly. But it is significant that 
Young Turk leader Prajark took the 
opportunity at the Chulachomkhlao 
reunion to home in on what he called 
"the lack of political leadership," par- 
ticularly in the administration's hand- 
ling of pressing economic problems. It 
is a debate that will continue and pos- 
sibly intensify. But Prem has con- 
founded his critics before — if only by 
staying at the helm more than two 
years longer than the prophets said he 
would. And he may very well confound 
them again. oO 
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‘Effective government’: 
the key to progress 


By Paisal Sricharatchanya in Bangkok 


ow that relative political stability 

has been achieved in Thailand, the 
next crucial test for Prime Minister 
Prem Tinsulanond’s administration 
will be how well it can deliver effective 
government. As one businessman 
quipped: “There is peace and stability 
in prison. Stability doesn’t mean pro- 
gress. What we need now is an effective 
government.” 

Critics say that since former deputy 
prime minister and economic overlord 
Boonchu Rojanastien quit Prem's first 
coalition government in early 1981 — 
following a controversy over a crude- 
oil purchase deal with Saudi Arabia — 
there have been no clear-cut economic 
achievements under the three sub- 
sequent coalition governments put to- 
gether by Prem. On the contrary, the 
country has been put very much on à 
defensive footing, they say, trying to 


fend off adverse repercussions from 
the global recession in order to main- 
tain the domestic economic status quo. 
During his year-long tenure as eco- 
nomic boss — beginning in early 1980 
— Boonchu implemented several eco- 
nomic policy innovations: the Thai- 
land Inc. concept, which was aimed at 
drawingtHe private sector into playing 
a greater/rólle in development; the Sin 
Thai prajdgt, whereby private con- 
sumer-goods manufacturers were con- 
tracted to produce a wide range of 
daily necessities for low-income 
groups under government brand 
names, and a sugar-swapping arrange- 
ment, under which refined sugar was 
imported to meet an acute domestic 
shortage in exchange for raw Thai 

sugar. 
Although some of Boonchu's moves 
were highly controversial, it was clear 
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spicuous absence of such innovations 
since Boonchu's departure is attri- 
buted by the critics to the lack of man- 
agerial skills at the top. “There is no 
clear-cut, long-term direction," com- 
mented a former senior minister of 
Prem's first government, adding: "The 
economic leadership is weak and lacks 
the capacity to decide. It has been 
playing a passive role, which has 
created a general impression that 
something is missing . . .” 

The government's short-term stra- 
tegies aimed at coping with sharply 
fluctuating international economic 
and financial conditions — though 
these conditions are beyond the gov- 
ernment's control — lend further cre- 
dence to criticism that the government 
has been running the country on a 
"crisis-manragerient" basis. for the 
past few years. 

Aside from thé improved relation- 
ship between the public.and private 
sectors, and progress in oil-and-pas 
development, the government's deter- 
mined thrust on the eastern-seaboard 
industrial development programme 
represents the only firm example of 
policy which has a clear-cut, long- 
term objective. But here the mammoth 
scheme, which envisages an invest- 
ment of Baht 100 billion (US$4.3 bil- 
lion) over thé next decade in basic 
infrastructure and various gas-based 
heavy industries, has no guarantee of 
success. 


Denes among other things, to 
eliminate Thailand's dependence 
on such expensive imports as fertiliser 
and petrochemicals, the programme is 
being viewed with increasing scepti- 
cism. Owing to the high cost of the 
offshore gas to be used to fuel the plan- 
ned industries, there is concern that 
local production may end up costing 
more than that of the imports. More- 
over, questions are being raised over 
Thailand's capability to absorb the 
enormous borrowings which will be 
required to finance the various pro- 
jects. 

Before Thailand felt the full impact 
of the deteriorating international eco- 
nomic situation — the country's export 
earnings shrank by 7% in 1983, 
primarily because of depressed com- 
modity prices — economic planners 
had contemplated featuring the coun- 
try's population and unemployment 
problems as the main themes in the 
sixth five-year plan, to begin in 1987. 
But the focus is now apparently shift- 
ing to how Thailand can best handle 
its balance-of-payments constraints 
through the rest of this decade. 

While a well-defined, long-term eco- 
nomic policy has yet to be formulated, 
the government's heavy emphasis on 
economic and financialausterity since 
Prem's second coalition in 1981 ap- 
pears to be paying off. Although eco- 
nomic growth during the past four 
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A y was moving ahead along al y 
well-defined economic path. The con- 


nual average of the past two decades, 
inflation has been held to manageable 
levels. However, this is also due in 
large part to the depressed world oil 
price. 

Another positive outcome of Prem's 
austerity programrnee is the country's 
excellent credit ratir&, Aside from the 
fact that Thailand is Mill a relatively 
under-borrowed country, it is obvious 
that the government's cautious belt- 
tightening approach has received full 
endorsement from the international fi- 
nancial community. 

But despite these accomplishments, 
there are many who believe that more 
could have been achieved in develop- 
ing the economy during Prem's rela- 
tively long term in office. The crux of 
the problem, these critics argue, 
centres on the government's apparent 
inability to focus spending on various 
priority areas, which has meant that 
the government has failed to maximise 
its limited budgetary resources 






“These critics accuse the government 


of lacking sufficient political will to 


implement the officially professed 
priority goal of economic develop- 
ment, while yielding to continued 
heavy spending on defence. In fiscal 
1981, the economy received the biggest 
allocation — 22.8% of the total budget 
— while defence was third on the list 
with 19.8?5, after education. But the 
allocation for economic development 
plunges to fourth place (16.4%) in the 
budget for fiscal 1985, which begins in 
October, while defence maintains à 
solid second place (19.5%). 

A massive rise in debt-servicing — 
owing in large part to heavy military 
spending during thé extreme rightist 
regime of Tanin Kraivixien in 1977 — 
has made debt-servicing the largest of 
the top four spending sectors (REVIEW, 
5 July). 

As inflation was kept at relatively 
low levels due to stabilising world oil 
prices and to domestic oil-and-gas 
aap which began to ease Thai- 

nd’s heavy dependence on import- 
ed energy, the past few years should 
have presented a good opportunity for 
the leadership to tackle such chronic 





“A lot coat have been done to raise 
the income of the Thai farmers through 
improvement in both domestic and in- 
ternational marketing of farm com- 
modities," Boonchu said in an inter- 
view. As the situation now stands, the 
average Thai farmer today has proba- 
bly plunged deeper into the red com- 
pared with three years ago. In addition 
to depressed farm-commodity prices 
in world markets, the domestic com- 
modity trading scene has been hurt by 
a crisis among the country's finance 
companies, a credit squeeze in the 
banking system and a virtual collapse 
of underground money markets. 


Ithough the country now faces a 

host of economic woes, most ana- 
lysts agree there is no real danger of the 
Prem leadership being toppled by any 
impending economic crisis — at least 
not in the foreseeable future. A restric- 
tive monetary policy, which has been 
in force since the end of 1983, appears 
to be achieving some results in restor- 
ing economic and financial stability. 





The policy was necessitated by last 
year's record Baht 89 billion trade de- 
ficit. 

And an equally cautious approach 
on external debt — another potential 
trouble spot on the macro-economic 
front — effectively kills any possibility 
that Thailand may fall into economic 
demise like some debt-ridden coun- 
tries in Southeast Asia and Latin 
America. 

But external debt and unemploy- 
ment will continue to cast a gloomy 
shadow oyer the Thai economy in the 
years te (ome. The country clearly 
needs ate! {hvestment, both domestic 
and fore to generate employment 
for new eHifants into the labour mar- 
ket. The government also has to carry 
on spending in the priority industrial- 
development areas. Hence, the key 
question lies in how much longer Thai- 
land can’ continue to borrow with- 
out undermining its favourable credit 
rating. It is fair to conclude that 
Prem's économic-development efforts 
will face increasing difficulty in the 
years ahead. Oo 
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Looking ahead to Seoul 


As the curtain falls on the Los Angeles games the attention shifts 
to South Korea, venue for the 1988 sports extravaganza 


By Michael Malik in Los Angeles 


A: the 23rd Olympic Games came to 
a moving conclusion in Los 
Angeles on 12 August, the slightly yel- 
lowing 56-year-old Olympic flag, car- 
rying the familiar five rings, was 
handed by Los Angeles Mayor Tom 
Bradley to Seoul's Mayor Bo Hyun 
Yum. The flag will remain in the South 
Korean capital until the conclusion of 
the 24th modern Olympics in 1988. 

For Los Angeles, the flag has been a 
heavy if ultimately rewarding burden, 
which has taken all the resources of 
American commerce and all the show- 
biz ballyhoo of Hollywood to carry. 
Why should Seoul, capital of a de- 
veloping country beset with economic 
and political problems, be so eager — 
and eager it is — to be next in line for 
what so many in the past have found fi- 
nancially insupportable? 

One only has to wander into the 
basement of the monumental red- 
brick Biltmore Hotel in Los Angeles 
for the answer. There, in a white-and- 
blue traditional Korean costume, sits a 
pretty girl welcoming visitors into the 
promotional booth for the Seoul 
games. Spilling out over counters and 
desks are glossy brochures, stickers, 
paper fans, boxes of presentation pins, 
all bearing the Seoul '88 logo. The 
Seoul games, it is clear, are being used 
as an almighty publicity campaign to 
promote the image of South Korea — 
its culture, its industry and its political 
respectability. AA 

It is this focus of attention which 
makes it all worthwhile to the govern- 
ment of President Chun Doo Hwan. 
And it is this very fact which makes the 
Seoul games so vulnerable and such a 
roll of the dice for the besieged Inter- 
national Olympic Committee (IOC). 
Spaniard Juan Antonio Samaranch, 
IOC president, and his formidable 
French director, Monique Berlioux, 
seem to believe in living dangerously. 
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But to be fair, when trying to stage an 
Olympic Games in the second half of 
the 20th century, one has few options. 

If — after a long fight against it — 
they had not embraced the private en- 
terprise, no-tax approach of the Los 
Angeles Olympic Organising Commit- 
tee which wrenched vast areas of con- 
trol away from the IOC, there might 
well not have been a 1984 games. The 
only other city which bid for these 
games was Teheran, in the days before 
the shah fell. If, at any moment, the 
committee regretted’ that they went 
along with Los Angeles, they always 
must have reminded themselves that 
things could have been worse if Tehe- 
ran had not backed out. 

The games were brought back to Los 
Angeles — the only city apart from 
London and Paris to have twice hosted 
the modern games — by a group of en- 
thusiastic local businessmen with a 
genuine interest in the Olympic move- 
ment, a desire to see the games here be- 
cause they believed they could do it 
well, and the belief — still to be proved 
— that the games will eventually bene- 
fit the local economy. 


S o, who is taking the games to 
Seoul? The idea has been around 
for 10 years, but it only crystallised in 
1979, during the government of the late 
president Park Chung Hee. In May of 
that year, with the full support of the 
government, the mayor of Seoul made 
the first formal proposal to the IOC. 
On 26 October of that year, Park was 
assassinated and the country was 
plunged into temporary chaos. By the 
time Chun came to power in 1980, some 
officials had lost their nerve about the 
undertaking. The idea of organising 
the games. against not only the finan- 
cial odds, but also the expected hostil- 
ity from Pyongyang and domestic dis- 
sident unrest seemed unrealistic at the 


time. Chun asked for two position 
papers to be drawn up: one by those in 
favour and the other by those against. 

To the surprise of many, Chun came 
down heavily in favour of going ahead. 
His reasoning was that since the coun- 
try already had said it could stage the 
games, it would be a declaration of 
weakness if it now dropped out saying 
it could not. There could be no weaken- 
ing under his new government. Offi- 
cials were rushed off to Lausanne to 
make their bid to the IOC. 

South Korean officials try to play 
down the idea that the games are seen 
as a booster to prestige — remarking 
only that “some may see it as that" — 
but giving the impression that they 
themselves are above such motiva- 
tions. They stick firmly to the line that 
South Korea simply sees an opportu- 
nity to uphold the Olympic ideals of 
world unity, the promotion of peace 
and the encouragement of the brother- 
hood of man. They also play down the 
likely indirect economic benefits 
which are likely to accrue from holding 
the games. But many people believe 
that the 1964 games made an invalu- 
able contribution towards projecting 
Tokyo, and Japan as a whole, into the 
world's economic forefront. The same 
could be true for South Korea. 

"All Koreans are sports-loving," 
said Lee Jae Hong, a member of the 
Seoul Olympic Organising Committee 
(SLOOC). Tae Woo Roh, SLOOC presi- 
dent, emphasised in the 1988 publicity 
literature that Korea's Olympic par- 
ticipation dates back to 1936. 

By the time the IOC came to make a 
final decision on the 1988 site at a 
meeting in Baden-Baden, West Ger- 
many, in September 1981, there were 
only two candidates: Seoul and 
Nagoya, Japan. Both cities had been 
inspected, and the IOC found Nagoya's 
plans only in the blueprint stage, while 
Seoul's preparations were 60% com- 
pleted. By a 52-27 vote — a degree of 
support which surprised even the 
South Koreans — the IOC decided to 
opt for the safe bet as far as the con- 
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struction of facilities was concerned, 
but the dangerous one politically. 

With the United States—led boycott 
of the 1980 Moscow games just behind 
them, the IOC's choice was perhaps 
surprising given that Seoul is the arch 
foe of Moscow's ally Pyongyang. But 
then it also had survived the nightmare 
of Montreal in 1976. In the winter of 
1975-76, construction of the main 
Montreal stadium was halted by a 
combination of bad weather and 
strikes — industrial blackmail, the city 
called it — and right up to the last min- 
ute it was a race against the clock to 
finish the project in time for the games. 
In fact the stadium, with its planned 
revolutionary retractable roof in- 
tended to make it an all-weather 
venue, has not been completed to this 
day, and the facility can be used only in 
summer. 


s the South Koreans see it, the 

IOC looked at the alternatives and 
saw one badly prepared city in an 
Asian country, which had already held 
a post-war Olympics, and one very 
well prepared city in a developing 
country anxious for the opportunity. 
“Tt turned to us and said ‘young man, 
here is your chance'," a South Korean 
official explained it poetically. But 
Berlioux has a simpler explanation. 
While the IOC was meeting, Japanese 
ecological and environmental groups 
"were demonstrating in Baden-Baden 
against the games going to Nagoya. 
“The committee got frightened,” she 
said. But by approving Seoul, some 
` feel, the IOC has chosen to hold a tick- 
ing political time-bomb. Such are the 
- hazards that it could be said if the 
Olympics survive Seoul, they can sur- 
— vive anything. 

The South Koreans are not prepared 
to discuss the political dangers; in- 
stead they hide behind platitudes. The 
games, they say, are not the property of 
Seoul, but of mankind. There is no 
reason why North Korea should wish 
to harm or prevent such an interna- 
tionally important event. Surely, they 


say, even they could not dream of | 


spoiling the enjoyment of the whole 
world. It is asif the South Koreans be- 
lieve they can mobilise international 
guarantees by constantly repeating 
these pious hopes. As far as guarantees 
are concerned, they would be largely 
dependent.on whether the IOC can 
produce a formula acceptable to the 
big powers which would not only end 
political boycotts but — unspokenly — 
produce some guarantee of Pyong- 
yang's good behaviour. 

The political problems, however, are 
immense. As a site for the Olympics, 
one could hardly think of anywhere 
less likely to succeed. Not only is Seoul 
only a few miles from the border of the 
South's sworn enemy, but the country 
has no diplomatic relations with either 
the Soviet Union or'China. It has a less- 
than-loving relationship with Japan, 
and the government is generally per- 
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form. And not only is violence a part of 
Pyongyang's usual repertoire, it is al- 
most casually undertaken. The more 
importance the South attaches to mak- 
ing the games succesful, the more the 
stakes rise against it&Relations with 
China have recently im}roved through 
"sports diplomacy," but this very fact 
may only make another Soviet boycott 
more likely. 

Hopes expressed of a political recon- 
ciliation between North and South — 
even with big-power pressure — sound 
like daydreams. The South is saying 
now that the Los Angeles games are 
over it will make yet another bid for 
talks with the North on fielding a unit- 
ed team at the 1988 games, as it did for 
the Los Angeles Olympics. Even as- 
suming good will on both sides, it is 
difficult to see how the North could 
bring itself to form a united team this 
time around, when it has refused to do 
so in the past, given that this time the 
host city is Seoul — and indirectly, the 
Chun government, Even if the North 
Koreans suddenly found the will, there 
is no way they could become co-hosts 
as this, the South Koreans are quick to 
point out, is against the Olympic char- 






ter which specifically says that the 
host has to be a city. 

Samaranch, at the start of the Los 
Angeles games, expressed his full sup- 
port for the Seoul committee and his 
full confidence in its ability to host the 
1988 games. At the same time, he con- 
ceded that if there was another boycott 
or some other major problem with the 
24th Olympics, the whole movement 
would face a major crisis. 

As almost every schoolchild knows, 
the original Olympic Games were held 
in 776 BC at Olympia in Greece, where 
young men gathered to put aside feuds 
and fighting and to engage in foot 








Going for the gold 





With both city and national government support, South Korea 
plans a return to the big-budget games of past years 


he Los Angeles Olympics, though 

not exactly having the appearance 
of being as spartan as they were billed, 
were run on a comparatively small 
budget of US$560 million with the de- 
clared objective of not costing the tax- 
payer a nickle. 

This will not be the way Seoul in- 
tends to go about it in 1988, though it is 
busy picking up some of the money- 
raising techniques it considers ap- 
propriate to its circumstances. There is 
no intention at all to make the Seoul 
games anything but grandiose. The 
city and national governments are 
spending US$1.4 billion on a magnifi- 
cent collection of sports arenas, in- 
cluding a main stadium which is to seat 
100,000 people. In addition, they will 
pick up the costs of all security opera- 
tions — unlike the Los Angeles city 
government, which made the Los 
Angeles Olympic Organising Com- 
mittee (LAOOC) pay for security ser- 
vices — as well as infrastructure build- 
ing and improvements, such as the 
multimillion-dollar Seoul under- 
ground railway system and improve- 
ments to roads and the airport. 

In addition to these expenses, the 
Seoul Olympic Organising Committee 
(SLOOC) intends to raise US$1.6 


billion from commercial operations 
which will centre on the 1988 games. 

On top of these two sources of sup- 
port, there will be more from the pri- 
vate sector in indirect contributions. 
Private companies are building both 
the athletes' village and a press village 
next to the main sports complex on a 
site provided by the government as an 
inducement. As part of the deal, the 
SLOOC gets free use of the buildings 
until after the games, when they are to 
be sold on the open market as upper- 
and middle-class housing. Daewoo 
Construction Co. is building a yacht- 
ing marina with its own money on an- 
other site donated by the government. 
After the games, the marina will be- 
come a commercial water-sports cen- 
tre. An equestrian park is being built 
by the Korea Horse Racing Association 
and will Bé given to SLOOC free, in re- 
turn for the'committees’ administra- 
tive support of the association's al- 
ready successful application for a li- 
cence to later use the course for horse 
racing. ' 

All along the line, the contrast be- 
tween the close government financial 
and administrative cooperation with 
the Seoul organisers as opposed to the 
Los Angeles city's more distant re- 












races, discus throwing and chariot 
driving. These periodic sports events 
continued for 1,169 years, ending in 
AD 393 when the Roman Emperor 
Theodosius stopped them. The idea 
was reborn in 1896, thanks to the ef- 
forts of French scholar Baron Pierre de 
Coubertin, and the games have been 
held every four years since — except 
during the years of the two world wars. 

Perhaps not quite so well known is 
the fact that the games died in ancient 
times from political poisoning, corrup- 
tion and commercialism. After Greece 
lost its independence to Rome, the 
games gradually became a mockery 


lationship with the LAOOC is striking, 
and it appears that in Seoul there will 
be a return to the traditional big- 
budget Olympics of past years, which 
many thought would be finished for- 
ever. The Los Angeles City Council, so 
anxious to avoid any Olympic deficit 
becoming its responsibility, went so 
far as to pass an amendment to its 
charter making it illegal for expendi- 
ture on such things as security not 
being reimbursed by the LAOOC. This 
was one condition that the Interna- 
tional Olympic Committee (IOC) found 
difficult to swallow, along with hav- 
ing to hand over all financial control to 
the local organisers on the pain of 
losing the games at Los Angeles al- 
together. 

Taking a very different attitude — 
and one reflecting its desire to see the 
games staged at almost any cost — the 
South Korean National Assembly set 
up an Olympic Supportive Committee, 
which will work closely with the 
SLOOC. 

he national government's contribu- 

tion to the Seoul ga will come 
out of funds allocat specifically for 
that purpose in the budget and raised 
through taxes, customs and from the 
government's cigarette monopoly — a 
potential embarrassment for the IOC. 
Expenditure on the subway and road- 
works are not considered to be part of 
Olympic expenses, though the city 
could not have bid for the games with- 
out them. 

The SLOOC's four main revenue 
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with subsidies paid to athletes by city- 
states, and were finally brought into 
disrepute by the Emperor Nero, who 
insisted on taking part and winning 
every event he entered, including the 
musie contest he had introduced him- 
self. 


f the Seoul games fail, the IOC will be 

sitting uncomfortably in the place of 
Theodosius. And if they fail, blame has 
to be attached to the unbending at- 
titudes of the members of the commit- 
tee and the self-serving short-term na- 
tional interests they represent. Offi- 
cials, some doubtless sincere, produce 


sources will be TV rights, sponsor- 
ships, ticket sales and a lottery — ban- 
ned by law in California and therefore 
not an option for Los Angeles. Again, 
the South Korean Government lent a 
hand by incorporating the Olympic 
lottery with the already-established 
housing lottery, from which many 
South Koreans try to win the price of a 
house each week. Now they can hope — 
for just 60 US cents — to win 
US$150,000 a week, or the price of 
three houses. The profits are split 60:40 
in favour of the SLOOC over the Hous- 
ing Lottery Authority. Having been 
launched in April 1983, the housing 
lottery already has produced US$10 
million for the Olympics and should 
have made US$40 million by 1988. 

Negotiations with the three big 
American TV networks — NBC, CBS 
and ABC — have been going on for 
months and are expected to reach a 
conclusion now that the Los Angeles 
games are over and everyone can gauge 
the degree of their success. The South 
Koreans are confident of being offered 
considerably more than the US$225 
million ABC paid to Los Angeles. The 
networks, though not having made any 
bids, concede privately that they ex- 
pect to have to go much higher than the 
Los Angeles figure, and some people 
are even speculating that the winner 
might have to offer US$1 billion by the 
time four years of inflation is consi- 
dered. Seoul has a target figure, but, so 
far, has not revealed it. 

So far the negotiations have been 
held without any mention of money. 


2 ° 


" blat nd 1 Wat + -about A. 
the piissimi family 
of the Olympics and how 
it can heal the world's 
wounds. "When you like 
the same things, you like 


each other. There should 
be no foreigners in the 
Olympic movement," said 
Berlioux 

But because they all 
want a slice of the action, 
the IOC members are 


firmly against giving seri- 
ous consideration to 
Greece's offer of a perma- 
nent and extra-territorial 
home for the games — a proposal which 
is stone dead whilethe present commit- 
tee exists. And though they have agreed 
to discuss sanctions against boycotting 
nations at a special session in Lusanne 
in December, the majority already are 
known to be of the opinion that no na- 
tion can be forced to take part in the 
games if it decides not to. In other 
words, there will be no sanctions. This 
decision could have been taken at the 
IOC meeting in Los Angeles before the 
games, but the members decided to put 
it off in the hopes of avoiding too much 
publicity being given to thefact they do 
not even want to try to pressure all 


“We have offered them a menu of what 
they can have," one South Korean offi- 
cial involved in the dealing said. “They 
have made demands for knives and 
forks — in the way of facilities they ex- 
pect us to provide for the price, includ- 
ing on-site support and satellites. In 
the final round, they will make their 
offers for what they want and we will 
consider them." 

As far as TV rights are concerned, 
the high TV viewing ratings earned by 
the Los Angeles games have put Seoul 
in a very strong position. But some be- 
lieve they are less likely to out- perform 
Los Angeles in terms of TV advertising 
sponsorship. Negotiations on sponsor- 
ship are under way with Coca-Cola 
and Fuji and Kodak — which lost out 
to Fuji for the Los Angeles sponsorship 
of film. No negotiation figures will be 
revealed until the first contract is 
signed — a benchmark for the others. 
The fact that these negotiations have 
already started is one reason why the 
companies and the LAOOC will not re- 
lease exact figures on what each com- 
pany paid for similar rights in Los 
Angeles, for fear of prejudicing the 
outcome. 

But wherever the money comes from, 
the Seoul games may well be the best 
prepared ever. Among the mass of de- 
tail already available to the public is a 
detailed programme of events running 
for 16 days from Saturday, 17 Sep- 
tember 1988, to Sunday, 2 October. For 
those who want to plan their TV view- 
ing, the athletic events begin on Thurs- 
day, 22 September 1988. — MICHAEL MALIK 
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180 and 1984 being 
the rival superpow In. 
frospect, members concede it. 




























team of anthropologists has just 
spent two weeks and US$20,000 





























































take part in or attend them. Oddly 
ough, this is the first Serious 


our-yearly phenomenon which this 


ved, either in print, or on radio or 
"by half the population of the 
is the biggest event ever, other 
| a third World War, that could 
g so much of the world together," 





lina and one of the study group. 
d what the anthropologists suspect 
t the unique appeal of the Olym- 
pic Games is its ritualistic aspects 
ther than its sporting ones. 

If the games are about ritual, the an- 
opologists would have been well 
advised to have watched càrefully the 

ferent nations át the opening cere- 
mony on 28 July. What was most strik- 
ing was not the crass vulgarity of the 
Tollywood spectacular, but the be- 
haviour of the national teams as they 
reacted to the American super-hype. 
st of the Asian teams, who had 


al at the vast United States team, 

mbled in, wearing funny glass- 
d throwing frisbees at the crowd. 
inese and Japanese stood in 
unbroken ranks as an American 
p singer took to the rostrum and 
en exhorted the athletes and the 
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if was | 
angerous but shrug and say that at 
ie time, in the 1970s, it seemed like a 
good idea to encourage the socialist | 
states to feel on a par with the Western | 
nations and then, having given the 
games to the Soviets, to be even- 
handed and give them to the US. The 
sult was big-power politics, bringing 
_the games to a crisis. Now the same 
_1OC members, having opted for Seoul, 
merely say that they are too far com- 






















l against. The 
| Soviet Union has inflicted its punish- 
ment on the US for the 1980 US 
boycott of the Moscow games and 
failed to make many — except the 
purists — regret their absence. During 
the Los Angeles games, the Soviets 
have continued to play their part as of- 
ficials and are still very much members 
of the Olympic movement. The US, 
after its own success this time around, 
certainly will be doing everything it 


laying the game 
Asian nations are sometimes at a disadvant 
Sport — but are medal-hungry all the same 


 mitted to back out, or that they would 
lose all credibility. With hindsight, ad- 
mits Berlioux, maybe a country with 
fewer political problems should be 


American Telephone and Telegraph, 
oneoftheOlympicsponsors. = 
- The- Singapore team, which: had 
marched with a precision that re- 
flected that. country's compulsory 
military service, were horrified, “It 
was not fitting for an opening cere- 
mony,” said team manager Fong Hoe 
Beng. “It was not dignified.” Indeed it 
was not, and it would have been tempt- 
ing to suspect that the American at- 
titude to sport was less serious and dé- 
dicated than that of many other na- 
tions and therefore that the US team 
would likely be less successful. What 
was to follow put paid to any such sus- 
| itry has ever dominated 
an Olympic Games as completely, and 
in so many areas, as the US did "their" 
games of 1984. Moreover, no host 
country — not even Nazi Germany — 
has ever shown such unrestrained na- 
tional pride in its own victories. The 
Americans seem to have reached a 
state of mental and physical prepara- 
tion which can only leave Asian 
coaches and sports officials bemused. 
The combination of relaxed infor- 
mality and an intense, almost over- 
powering will to win seems to con- 
tradict all the preconceived notions of 
discipline and concentration which 
sports coaches have believed in. How 
can the rest of the world cope with this 
manifestation or compete with it with- 
out going in for the sort of totalitarian 
control which has turned out unsmil- 
ing Soviet and East German cham- 
pions? There is no nation in Asia which 
does not subscribe to the idea that 
or people. It promotes | 
de and unity. But. 
when Asians came üp against the over- 
vhelming w n 


ag. to discover what the-Olympic | 
umes mean to mankind and why peo- | 


emic attention to be given to a- 


ames Peacock, professor of an- 


pology at the University of North : picion. No countr 


marched proudly and with discipline . 
around the track, looked with disap- 


Sport is good f 
health, nation a 





reach out and touch some- 













í ^ dem p ) An 
sttheg: self in the year 
| symbolic way to start anew 





- But what of the cost to a Third World 


| nation? Under the present arrange- 


“ments of cities having to bid for the 
games, very few which are not as 
economically strong as South Korea 
can even imagine such a thing. One ray 
of hope for such countries comes from 
Berlioux, who. believes the IOC should 
consider the idea of financially back- 
ing Third World hosts. The idea has not 
yet got to the stage of discussion but, if 
it did, it could open up vast new pos- 
sibilities for the “have-not-so-much” 
countries. — | F 









ing the Olympics, they recoiled. Sev- 
eral teams reported that in the privacy 
of their village quarters, teams watch- 
ing TV cheered anybody who won who 
was not an American. a. 
The word “chauvinism” has been 









firmly attached to the American at- 
titude, not just by non-Americans but 
by those in US society who might be 
judged not quite in the mainstream of 
; middle America: To take an extreme 
case, there is Travis Morales, amember 
of the revolutionary Communist 
(Maoist) Party who is à member of a 
very loose "Ban the Chauvinists' Coal- 
ition." The coalition, in a humorous 
mocking of the anti-Soviet groups’ ac- 
tivities which would have encouraged 
socialist defections if there had been 
any in Los Angeles to defect, set up 
“safe houses” for anybody wanting to 
escape the "America No. l-ism and 
war hysteria." Morales is in deadly 
earnest about the evils of chauvinism, 
and seriously suggests that it is being 
manipulated by the administration of 
President Ronald Reagan as a prepara- 
tion for war. And he is quick to pro- 
duce the rationale for Third World - 
nationalism in sport. One is "big- 
power chauvinism” and therefore bad. - 
The other is, nation-building and 
therefore good. They are an entirely 
different species, he says. 
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justification for using national re- 
Sources to enter teams, only to be out- 
classed. A most convincing case is put 
forward by Pat Wong, a Hongkong 
swimming official and mother of a 
budding 16-year-old prospect, Kathy, 
who competed here. “Swimmers and 
other athletes work very hard for 
years. The prospect of per haps getting 
to an Olympics Games is a tremendous 
incentive. We need to be able to offer 
that as a reward." The one danger, she 
believes, is the. psychological adjust- 
ment from being "big fish in small 
pools" at home to being ignored on the 
world stage. But a good coach should 
be able to prepare his athletes for this 
re-adjustment. "Just being part of this 
event, competing with or even seeing 
the stars of their sport is enough for 
most of them," said. Wong. 


But Asian officialsleave Los Angeles 
with two puzzling dilemmas to con- 



















sider: can Asians, particularly the 
more lightly built East Asians, com- 
pete on an even- footing with cauca- 
sians and blacks in all sports, and what 
really motivates champions? The ques- 
tion of size has perhaps never been 
more striking than in Los Angeles. 
Even though with improved diet and 
training Asians are actually getting 
bigger. it would seem that Americans 
are turning into a race of giants. 

No amount of talent, training and 
motivation will produce a medium- 
sized East Asian athlete who could 
match the massive legs of. a Carl Lewis 







oraswimmer such as Step re) Lundquist. 

Is there any point in ing? Should 
yia 

physical limitations be; a prime consid- 


eration when spending national re- 
sources on sport. Should Asia concen- 
trate only on such sports as gymnastics 
and diving in which a small frame is an 
advantage? There are many good argu- 
ments for this. And then “there is the 
Chifese women's Diis team to 


| ede un Retton every p years to 





steal those very events Asians should 
do well in. | l | 

But the best #iswer is that if sport is 
to continue tW have any spontaneity 
and joy, it must be left up to the indi- 
vidual athletes to go into the sport 
which beckons them, rather than for 
officials to try to channel individuals 
into pre-cast moulds. And this is where 
the question of motivation comes to the 
fore. The old theory that a hungry 
fighter is the best fighter, while still 
having a certain amount of validity, is 
less and less persuasive. 

Retton was born with a pugnacious 
temperament and a drive for fame and 
applause. These are the motivations 
which sports psychologists -— now be- 
coming part of an Olympic team — 





| work on. And watching the behaviour 
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of the American 
gymnasts, male and 
female, in victory, 
must give pause to 
any thinking per- 
son about the value 
of Victory. The state 





“tion on the athlete’ s 
| part and nationalis- 
tic frenzy on that of 
the audiences was 
. not. only difficult 
for i non-Americans 
-to swallow. It was 
out of d 






din suffered. a ne ole. n 
after returning from the moon, offi- 
cially attributed to “the melancholy of 
all things done.". When an athlete has 
been as high às the Americans have 
been in Los Angeles, with the willing 
encouragement of the nation, where do 
you go but down? What have they 
achieved that théy should be treated 
like this? ; 

How will, we cheer the man who 
finds the cure for cancer or even the 
doctor who saves one life in a Malay- 
sian kampung?. The Olympic move- 
ment, claiming that it is motivated by 
the brotherhood of man, is beset by fi- 
nancial and political problems on all 
sides. But perhaps there is another 
seed of destruction germinating pri- 
vately inside aspiring Olympians: 
pride. There must be a road down 
which developing countries can har- 

ness the optimism and unity which 
winning sports, events Ryu 











Los Angeles games 
organisers say their | 
extravaganza is in the black: 













































"Self-financing is no longer. a dreg 
The universality of the means dev 
ed makes every country eligible io bh 
for one of the greatest endeavours | 
the world." : 


vate Pases a a e t] 
Los Angeles games, they are from f. 


Organising Committee, which 
up with a  billion-dollar 
Montreal's idea was. : 
games through a count 
Vast construction-cest. ov n 
huge losses due to corn ptior 
ever, left that city with a debt i 
paying off — eight vears af 
event. 

The Los Angeles Olympic J 
ing Committee (LAOOC! is ce 
that it has not made the same: 
Peter Ueberroth, its president 
record on 6 August as saying f 
was sure the committee. would 
out a few million dollars ahead, 
he said would be turned over. 
federations. (The LAOOC i isan 
fit organisation.) . : 

But not only had it produce 
tax Olympics, it believes that it 
primed the Los Angeles economy W 
a US$3 billion "rub-off"^ bonu 
rived from money spent on the gi 
— and this, says Ueberroth, isac 
vative estimate. The committee b 
this down into just below US$ 
lion. derived. from what it calls 
games' primary impact (money dir 
ly traceable to the games) and. m 
than US$2 billion from induced in 
pact. ae 

The LAOOC worked out a pattern o 
financing which, on the face of it; 
simple but underneath is a good deal 
more complex..The basic idea was to- 
gain revenue from the sale of spons 
ships, the sale of. TV rights and ticket. 
sales. It was a. pattern the committee 
has proved. worked for Los Angeles. 
but they do not claim that it woule 









































The Continental Reinsurance Corporation, 
New York, . 
, Regional Office: c G. P. o. Box 10089 
















Telex: 4 





NR 2 


w Pray? yy UE 
e "- "t 


LS ae 


“We have changed the pattern s some, 
but not set a new pattern,” said Daniel 
Greenwood, a former Los Angeles 
banker and LAOOC vice-president 
who negotiated most of the sponsor- 
ship contracts. “In Seoul the same con- 


ditions may not apply. Time will show 


whether some of the US corporations 
which put up sponsorship money were 
partly motivated by the added patrio- 


_tic connotations attached to a sponsor- 


ship here.” 

This patriotic element, of course, 
had a commercial value in the eyes of 
the advertisers: it was not just an al- 
truistic gesture to aid the host city in 
holding the games. But will sponsoring 
the Seoul games be as attractive? Seoul 
officials appear confident that it will 
be, but many who have been involved 
in the Los Angeles Olympic fund-rais- 
ing have their doubts. 

The strategy of the LAOOC fund- 


‘raisers was to try to give value for 


money — or extract the maximum 
number of dollars without giving any- 
thing away. This meant that advertis- 

ing rights were strictly and intricately 
_ linked to how much a company was 
- prepared to put up. To become a full 
sponsor, entitled to use that title, à 
company had to put up US$4 million or 
more in cash or in kind — material, 
supplies, equipment, staff. Coca-Cola, 
which was the first sponsor of the 
eventual 33 to sign a contract, is be- 
lieved to have paid about US$12 mil- 


lion in cash and about another US$2 


million in kind. LAOOC balance- 


. sheets do not show the in-kind portion 
of payments because, officials say, 
- they are open to different interpreta- 


tions. What the LAOOC valued at 
, US$2 million in material from Coca- 
‘Cola, might only be valued at one-fifth 


. of that by the company. 


“We were negotiating from an in- 
need position,” said Greenwood. “If 
we go out into the marketplace and buy 
certain articles we need, we know what 
we would have to pay for them, even at 
wholesale discount prices. That is the 


- price we consider they are worth. To a 


manufacturer, with his production line 
already set up, the cost of giving us 
those items is only a fraction of the 
same on his books." 

Hence the LAOOC's balance-sheet 
at the moment shows revenue of 


J.US$500 million and expenditure of 


US$560 million, if it includes the goods 
and services it has received at the value 
it estimates, and thereby has almost 
balanced its books. 

- Below the full sponsors on the 
LAOOC's list of contributors come 
suppliers. These were companies will- 
ing to pay US$2.5 million or less. 
The suppliers do not get the same 
access as the sponsors to the full range 
of advertising. The LAOOC worked 
out a shopping list of combinations of 
symbols and words which a company 
could buy. These included the words 
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copyrights of the International dee 
Committee (IOC) — the Los Angeles 
"Star-in-motion" symbol, the Walt 
Disney-designed Sam the Eagle and 
others. In all there were about 20 vari- 
ations of words and symbols, all with 
different price tags. 

On top of this, the LAO OC vetted the 
bidders and their adveRMising budgets. 
All companies which received any 
rights were obliged to advertise, but 
some were refused a contract because 
they might have advertised too much. 

"If Coke or McDonald's, AT & T 
[American Telegraph and Telephone], 
Levi Strauss and the other big spon- 
sors are paying US$12-14 million, it 
would not be fair to allow another 
major corporation with a massive ad- 
vertising budget to come in and, say for 
US$1 million, get rights to even one 
symbol which they could use for a 
blanket ad campaign,” explained 









Greenwood. This was a way of afford- 
ing protection to the big sponsors and 
giving them value for money. 


he one crack which did appear in 

the defensive wall the LAOOC built 
around its paid-up sponsors was 
caused by the United States Olympic 
Committee (USOC), Wherever possi- 
ble, the LAOOC and the USOC 
negotiated with sponsors together. 
Over the sponsorship for official 
photographic products, however, there 
was a split. The LAOOC accepted a bid 
from the Japanese Fuji film company 
which was higher than one from the 
American company, Kodak. They also 
took money from the Japanese Canon 
company, with 35mm Canon cameras 
becoming the offical 35mm camera of 
the games. 

Kodak, out-manoeuvred, stepped 
sideways and offered USOC an undis- 
closed amount to become “official” 
sponsors of the US Olympic team. 
Their advertisements appear as fre- 
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makes They have taken the matter to 
the IOC, which is looking into whether 
in future the rights to team sponsor- 
ship also should be within the gift of 
the organising committee. This is an 
issue the Seoul organisers will be look- 
ing into. 

The biggest single item of revenue 
shown by the LAOOC is about US$290 
million from TV rights around the 
world, with the vast majority of that 
made up of US$225 million paid by 
ABC TV for the US rights. Another 
US$19 million came from Australia. 

The LAOOC also believes that it was 
part of its role to establish and enforce 
advertising standards for their sym- 
bols and words. Again this is princi- 
pally a customer-protection function. 
If the Olympic symbols or words were 
allowed to be used in an unbecoming 
manner, thev would literally be de- 
valued. Thus, one proposed advertise- 
ment, featuring Sam the Eagle, was 
stopped and re-drawn because it made 
him "look silly" — despite the fact that 
many people have criticised the bird 
for looking rather undignified anyway. 
So as not to bring the symbols into dis- 
repute, lowering their value, ads also 
were checked for accuracy. One claim- 
ing that the Olympics would bring 8 
million visitors to Los Angeles was 
vetoed as wildly inaccurate. Other ad- 
vertisements were not allowed on the , 
grounds that they played too heavily 
on American chauvinism. No explicit 
or implied political messages were al- 
lowed either, such as suggesting that 
these games were in "the free world." 

The Los Angeles games had fewer — 
if bigger — sponsors than the past six 
Olympics, including Moscow. While 
Europeans are quite content to sit and 
watch billboard advertising right 
through a televised football match, the 
argument goes, the US comes under 
fire for showing commercials between 
breaks. No important action is missed 
because it is recorded and replayed — 
and this is the way the American pub- 
lic expects to see TV. 

The defenders of the LAOOC also 
point out, with justification, that while 
the IOC rules allow manufacturers' 
markings to appear on sports equip- 
ment as long as they are not larger than 
4 cm or one-tenth the size of the piece 
of equipment, the committee has ban- 
ned all markings. Again, there is 
another re apart from "dignity." 
Some spo juipment manufactur- 
ers who are not sponsors might have 
got free advePsing if they had been 
allowed brand marks. 

The same commercial logic is used to 
deny any intention by the commercial 
sponsors to take over. By doing that 
they would lose the very quality of the 

“good, clean things" that the Olympics 
represent and which are their chief 
selling point. Once that image is lost, 
the LAOOC points out, nobody would 


want to yar — MICHAEL MALIK 












Dy ending the haunting silence 


By Alan Booth in Tokyo 


he 1984 special issue of Japan Echo 

— a quarterly journal of transla- 
tions into English of selected articles 
originally published in Japanese 
magazines — is devoted to "revisionist 
views" of Japan's part in what most of 
the contributors call the "Greater East 
Asia War." The editor of the journal 
himself remarks that "the voices being 
raised on the need for rethinking his- 
tory come for the most part from 
amateur historians" and "do not rep- 
resent the intellectual mainstream." 

Nevertheless, as Roy Andrew Miller 
has somewhat laconically pointed out, 
Japan Echo is an "officially sponsored 
public-relations. organ” supported by 
“friends in the Ministry of Foreign Af- 
fairs” and “widely distributed by Ja- 
panese embassies and consulates 
throughout the world.” It is thus in a 


position to confer upon the views it | 


publishes — however amateur and 
outside the mainstream — a large de- 
gree of legitimacy. 

In essence, what is under revision 
here is the view of Japan's part in the 
war promoted by the Tokyó war crimes 
trials of 1946-48. One of Japan Echo's 
contributors, author Michio Take- 
yama, sums up this view with admira- 
ble succinctness: 
Military Tribunal for the Far East re- 
constructed Japan's recent history and 
taught us Japanese just how immoral 
we had been. The 
press jumped on 
the bandwagon, | 
and a succession of. 
agitators and med- 
dlers wrote about 
all the terrible 
deeds their own 
country ‘had per- 
petrated." 

Who. these "agi- 
tators..and med- 
dlers" -were, and 
what they stood to 
gain, remain unex- 
plained. But their . 
exercise may help 
account for the 
general unwilling- 
ness on the part of est War Japanese 
people to discuss any aspect of the war 


other than its final stages — in particu- | 


lar the horrific casualties incurred by 
Japanese non-combatants during the 
battle for Okinawa, the fire-bomb 
raids on rbd, m the atomic bomb- 
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tertainment industry: in recent years 
there has been a flood of films that 
have dwelt self-pityingly on Japanese 
suffering and defeat, but which avoid 
relating this suffering to the earlier 
events of the Pacific War or to Japan's 
war against China. 

Another of the Japan Echo's con- 
tributors, Yasuaki Onuma, a professor 
of international law, notes that at the 
Tokyo trial "the Allies feigned com- 
plete innocence concerning their own 
acts” and that, partly as a result of the 
trial's one-sidedness, the atomic bomb 
victims subsequently have been used 
by the Japanese “as a psychological 


Mourning the 
moralising . 


By lan Buruma 


"he anniversaries of 6 and 9 9 Au- 

.gust, commemorating the nuclear- 
bomb attacks on Hiroshima and 
Nagasaki, are something of a yearly 
ritual. Contrite American guests 
apologise for their nation's misdeeds 
in a myriad of microphones; 40,000 
people gather in Hiroshima alone for 
the memorial service; one of the pilots 


| who ndun the bombs is indig- 


nantly quoted in 


as saying that he 
has "no regrets"; 
the mayor of Hiro- 
shima appeals to 
the world for strict 


lever to help regain 
moral equality — 
or more accurately 
‘immoral equality’ 
E vis-à-vis the 
United States." He 
“concedes that “it is 

obvious that 
. US atomic bomb- 


UU aet 


Japan and the peoples of Asia,” and 
the wider picture in itself is adequate 
reason for wel j à UE 

both of the sim 








| the Japanese press 


the 


ing of Japan in no | 
‘way evens gai the account between... 


| 200,000 people 
| mind would belittle the threat of nu- 
| clear weapons. But it is hard not to 


| the event. The myth that Japan was 


| what led to the bomb attacks. And 
| constant sermons proclaiming Jap 
| to be the unique nation of peace 







ple who died — not just in Hir 


.. Justice. Minear 
this fresh willingness to contemplate - 




































































observance of Japan's non-i 
principles; worthy conference 
as the World Conference 
| Atomic and Hydrogen Bombs ares 
emnly held. 

Certainly the deaths of alr 
are worth | co 
memorating and no one in his right 


feel irritated by the moralising to 


adopted by many Japanese during 


the main victim. of World War Il be 
cause of the nuclear bombings is per- 
petuated by the refusal to talk about 


cause of its nuclear suffering som 
how. suggests that the rest of th 
world is against peace. To comm 
rate Hiroshima by attacking Ame 
can foreign policy, as the A 
Shimbun does each year, is not: 
inappropriate — it cheapens ti 
casion. —— 
Claiming moral superiority. 
cause of past suffering and the 
to make the world feel guilty is : 
associated with a certain kind. 
raeli extremism. There too 
tion of guilt can be a political 
having suffered so much, Ist sel 
do no wrong. Although this is a 
agreeable trait, the Jews ave 
excuse for feeling vi 
panese much less so 
ever, the city o d 
an Auschwitz. monume nt t tò e 
the world that the Japanese : 
Jews were the chief victims of : 
war. | 
If only out of deference to thi 





but everywhere where bombs f 
swords flashed and bullets flew 
Hiroshima Day could do with a lot 
less moralising and a lot more humil- 
ity. 


Of the.contributors three mian 
targets of criticism — the Tokyo tria 
the American occupation and the © 
moral-Japan” wiew of the war — thi 
trial provide the. firmest 2 





criticisfis listec : by Richard H. icat 
in his 1971 study of the trial, Vict 
ie dein Eua 











ox Arraig 









“Si 
Ais p” 
CLUull di 
vg "Ns 


ant nor a witness. 

> Charges of "conspiracy," “war of 
aggression" and "crimes against hu- 
manity" were either unproved or could 
be applied with equal validity to ac- 
tions of the Allied powers, before, dur- 
ing and since the war. 

The danger of this particular "revi- 
sion" for Japan — as was demonstrat- 
ed last year by a highly selective 270 

-minute documentary film (REVIEW, 18 
Aug. '83) — is that the trial can be 
-made to appear as yet a further delib- 
erate attempt by immoral foreigners to 
 victimise the innocent Japanese. And, 
-as such, it encourages the view of 
Japan as the war's chief victim and re- 
legates Japan's actions in Asia — 
which undoubtedly included genuine 
war crimes — to the realm of virtual ir- 
relevance. 
|, In general, Japanese critics of the 
trial have insinuated that the 11 judges 
and the prosecution consciously con- 
Spired to pervert justice (Onuma 
‘speaks of their “soiled hands”); but a 
case can be made for their having be- 
lieved that what they were doing was 
“right and necessary to future peace — 
_ even though in retrospect the flaws in 
their judgment seem to outweigh 
whatever righteousness may have gov- 
erned their motives. 

The prevailing view of the Occupa- 
tion has been that it was (in the words 
of another Japan Echo contributor, 
Ikuhiko Hata, former chief historian 
‘with the Ministry of Finance) "ex- 
traordinarily tolerant." In A History of 
Postwar Japan (1972), Masakata 
Kosaka enlarges on this view: "The 
amicable relationship between the oc- 
cupied Japanese and the occupying 
Americans was based not only on an 
exchange of goods but more impor- 
tantly on the existence of an atmos- 
phere conducive to cultural exchange 
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Gen. Umezu signs the surrender; old soldiers at Tokyo's Yasukoni war memorial: an un 
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lationship, and without the 
highly intelligent manner in which 
[Gen. Douglas] MacArthur used his 
supreme power, the Occupation could 
not have been the unqualified success 
that it was." 

The revisionist vieg (aired in Japan 
Echo by Takanori Ir, a professor of 
comparative literatureWnd culture) is 
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that “the widespread brainwashing re- | 


sulting from skilful media manipula- 
tion by the occupation authorities" 
sought to prevent "a resurgence of Ja- 
panese power by spiritually disarming 


P vn ae 
0 7. 1$ sed 
TMF, Pa + 1 
7 1S Ln HPA 





JU 


| least in its early stages — 





its people" and implanting in them “a | 
loathing of Japan's past." Censorship | 


was one means of doing this; another 
was the foisting on Japan of an Ameri- 
can-promulgated constitution (which 
has never been revised and which, Irie 
charges somewhat ominously, is the 
result of "Jewish antipathy towards 


the state”). 
joue MacArthur was initially 
concerned to crush the 

power of Japan's military-industrial 
conglomerate, but this concern faded 
rapidly in the light of the escalating 
Cold War and the war in Korea. Article 
9 of the constitution, which forbids the 
maintenance of "land, sea and air 
forces, as well as other war potential" 
was a dead letter within four vears of 
promulgation. But the Japanese have 
found it a godsend in support of their 
efforts to resist US calls for increased 
defence spending — 'spending which 
might substantially have slowed 
Japan's economic growth. In Irie’s 
words: "Teacher América has realised 
that its earlier lessons were in 
error and would like student 
Japan to forget them, but 
the student is clinging 
stubbornly to the mis- 
taken lessons." 

This assessment seems 
fair, yet it is easy to overlook 


former | 
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the “econ: 
mic miracle” of the 1950s and 1960s, 
and in applying much-needed land and 
labour reforms. It has become fashion- 
able in some circles to blame the Occu- 
pation and the constitution for current 
social crises, such as burgeoning high- 
school violence. Then education minis- 
ter Mitsuo Setoyama last year attri- 
buted this violence to a breakdown of 
traditional values for which, he 
charged, the Occupation was directly 
responsible. 

That is a charge that vividly illus- 
trates the chief danger of this particu- 
lar “revisionist” view, for it permits 
even an education minister to overlook 
the extreme competitiveness of mod- 
ern Japanese society, the demands of 
potential employers, the “hell” of the 
university-entrance examination sys- 
tem and other factors to which current 
violence in classrooms may be at least 
partly attributable, but which it is 
surely unreasonable to lay at the door 
of a historical event that ended 32 
years ago. 

The “revisionist” view of the nature 
of the war itself has as its springboard 
a series of articles by Fusao Hayashi, 
first published in 1964-65 under the 
title In Affirmation of the Greater East 
Asia War. The central theme of these 
essays, in the words of Japan Echo's 
editor, is that “all the military engage- 
ment from the forced opening of Japan 
[in 1854] through World War II... were 
an attempt by Japan to turn back the 
Western powers’ advance into East 

Asia.” 
In other words, the Pacific War 
was merely “the last phase of a 
100-year East Asia war” in 
which Japan's actions were 
prompted by a desire to de- 
fend Asia against colonialism 
and liberate those countries 
\ that had fallen under the 
', heel of the West. This view 
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goal v was to fre East 
and Americàn domination and estab- 
lish the area's: self-defence and inde- 

pendence.” © - 

Perhaps the first: thing ia be said 
of this view is that it permits an ex- 
tremely romantic- assessment of 
Japan's involvement in the hostili- 
ties; one on which, again, Hasegawa is 
most forthright: “A tragedy is a strug- 
gle by a protagonist against destiny 
that is doomed to end indefeat. Japan’s 
very determination to makea stand as 
an Asian nation turned its struggle 
into a true tragedy." Histrionics aside, 
however, the chief drawback to this 
thesis is that it is not borne out 
by Japan's activities in Korea and 
China. 
Onuma is characteristically blunt: 

"Japan itself was a colonial power that 
ruled the Asian peoples of Korea and 
Taiwan." Other contributors recognise 
the drawback but are content to be- 
moan it as "profoundly regrettable" 
and an example of either the ‘cold- 
heartedness of his- | 
tory" (Hasegawa)or 
the "inexorable out- 
come of fate" (Take- 
yama). But even 
leaving aside Korea 
and China; none 
of the contributors É 
thinks to enlist the. 
views of the Asian |! 
people themselves’ | 
on the liberating - 
influence of Japan- 
ese activities. in 
their countries. Au- 
thor Hyoe Mura- 
kami talks about the relations between 
Japan and Indian nationalist Subhas 
Chandra Bose, but other countries and 
their representatives go completely 
without mention — though there is 
ample published. material available. 
For example, there is Chin Kee Onn's 
Malaya Upside Down (1946) which 
describes the Japanese occupation of 
the Malay peninsula and — as its title 
suggests, and with its accounts of rape, 
looting and robbery; inflation, bribery 
and corruption, and Kempeitai torture 
methods — leaves its readers with the 
distinct impression that something 
other than liberation was going on. 





okt 


nterviewed earlier this year in Kuala 
Lumpur, Chin (now in his 70s) 
expressed the view that, while there 


may be justification for suggesting 


Japan’s initial victory over the Allies 


contributed in the long run to the end 


of colonialism in Asia: “Liberation 
was not their original intention; it was 
their excuse... They wanted to con- 
quer the world.” 
_ Related to the idea of Japan as E. 
pion of. Asian liberation is the cl 


ma from British : 








other races," 





Keiichiro Kobori, an as- 
sociate professor of comparative liter- 
ature, believes that "white people's ra- 
cism” Was bot active at the push 


DS 


akam; 
4 ea ra- 
BI PES inclu ed i 
[League of Nations] covenant. ” 
No foreigner who has lived for any 
length of time in Japan can have es- 
caped noticing the remarkable degree 
to which considerations of race play a 
part in everyday thought and be- 
haviour. A. large cottage. industry 
exists to explain — to Japanese and 
foreigners alike — how and why the 
Japanese. are different from everyone 





else. This industry thrives through . 


books, newspapers, magazines, films 
and TV programmes, and so the idea of 


Japan asa ‘sturdy opponent of racism. 





will strike § some observers t lea tasa 
novel one. Ad a 
There is, 





against its own 
racial minorities 
— the Ainu and 
the Ryukyu is- 
landers — as well 
as against Ko- 
ean and Chi- 


many of whom at 
. present, though 
B! born in Japan of 
| parents forcibly 
: brought over to 
serve the Japan- 
ese war effort, continue to be denied 
citizenship and its attendant rights. In 
the pages of Japan Echo it is once again 


Onuma who faces this unpleasant truth ` 


most squarely: Japan, he admits, has 


“a deep-rooted. contempt for other | 


Asians” and “still views Asians con- 
descendingly:” 

All in all, a revision of views of the 
war and Japan's part in it is long over- 
due. The silence which, for four de- 
cades in Japan, has surrounded all but 
the war's last few months — a silence 
that has shrouded classrooms as well 
as general conversation — is an un- 
healthy thing: whether it is a product 
of the Tokyo trial, Occupation censor- 
ship, a lack of “gratitude to the war 
dead” (Kobori’ s phrase) or an unwil- 
lingness on the part of those Japanese 
who lived through the horrifying years 
of defeat and deprivation to think of 
themselves and their countrymen as 
other than victims. Although this un- 
willingness is understandable, there is 
a responsibility to present and future 
generations i to be met. And informed 


in addition, Japan’ 3 well 
; | docume ed dis- 
crimination 


nese immigrants, | 
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By Bunny Suraiya in Calcutta | 
hile increasing industrial px 

tion has endangered the future 
the Taj Mahal, the recent resurrec 
of a 20-year-old controversy regarding 
the origins of the celebrated "poen 
marble" has cast some doubt on 
past — a number of experts belie 

































































palate. 





‘ding to the generally acdsp 
the monument (orig 


$3. 


Peter dis an pereas i 
East India Company, who was if 
in 1632, noted that “hillocks | 
made level because they m 
prospects of it [the ] propose 
According to a contemporar 
script, the Diwan-i- Muhand: 
Ahmad was the chief archite 
Badshahhnamah (court chron 
tions “bands of sculptors, la 
inlayers and fresco-makers 
came from different parts of 
majesty's dominions" for the pro 
The French jewel-merchant Tav 
recorded that the construction © 
monument and its surrounding 
plex provided continuous employm 
to 20,000 men for 22 vears. g 
A spiral framework of wood. 3 
brick was used to erect the dome, 2 
above the ground at its apex. The n 
mains of the empress, which ear 
had been brought to the site under th 
supervision of her lady-in- -waiting, 
Satiunnsia Khanum, were finally nh 
terred in the mausoleum in June 164 
Shah Jehan died in 1666, after longi in 
prisonment by his son, Aurangzeb, ar 
was buried beside Mumtaz in the ma 
nificent creation that was his seal o 
eternity. : e 
Some, however, have held tha 
Taj Mahal i snot the uer fun 
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"he recurrence of | 
‘typically Hindu : 
motifs and designs on 
he building — such 
is the octagon, the 
rident, the cobra and 
he lotus — and the 
sence of Islamic 
abols such as the 













ms ae main ee In refu- 
, it has been pointed out that the 
architectural feature of the 
soleum, the double dome, is un- 
tedly Islamic, and is a possible 


worn by the Turkish and Persian 
ad Ahmad was of Persian descent) 
ity of the times. 
use of Hindu motifs is explained 








— Asia by invaders such as 
and that their descendants re- 
(d to India with Babur to help 
olve a new synthesis of Indo- Muslim 
hitecture. 
ome historians have questioned 
hah Jehan's celebrated love for Mum- 
the second and not the last of his 
eens and one among a harem of more 
han 5,000 women. A little-known fact 
bout the Taj Mahal is that it also con- 
ains the grave of Shah Jehan's first 
vife, Sarbandi Begum, a Persian prin- 
ess. The graves, it is argued, could 
ave been incorporated to justify the 
xpropriation of an extant building 
d to ensure against its repossession 
y the successors of its erstwhile 
wner. . 
. This argument draws on Mundy's 
account of a building identified as the 
'aj which he describes as being inlaid 
with gold and precious stones. Taver- 
‘nier’s account makes no mention of 
‘such ornamentation. It is unlikely that 
Tavernier, with his jeweller's interest, 
could have overlooked it, and it is 
thought that the jewelled de | 
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The Taj M Mahal: poem or epitaph? 










| mausoleums — 
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The marble | 


many enemies | 


he "dream in marble" is in danger 

of becoming a derelict nightmare. 
The mausoleum faces the threat 
of irreversible damage caused by 
many factors, including industrial 
pollution, suspected subsidence 
of the foundations, considerable 
fungal growth and a miasma of negli- 


was stripped from the building which 


was then cosmetically altered to its 
present form. 

Tavernier's description: of the con- 
struction of the Taj is questioned by a 
number of experts who doubt his cre- 
dibility, made suspect by such state- 
ments that the Emperor Jehangir is 
buried in Agra, when in fact he died 
and was buried in Lahore. It has been 
suggested that what the French visitor 
witnessed was the remodelling of an 
already existing structure and not the 
construction of a new building. | 

According to this theory, the struc- 
ture in question was probably a Hindu 
palace, which must have. included a 
temple in its complex. Lending cre- 
dence to this hypothesis is the reported 
discovery that the mosque, in the pre- 
cinets of the Taj, i is not aligned to face 






Mecca as enjoir ed. by islamic. BE 


The controversy 
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| cancer" eiua bya air pollution | were 





noticed on the monument. Environ- 
mentalists and others pointed out. 
that the smoke from Agra’s 400-odd 
foundries, two thermal power sta- 
tions and a large railway yard for 
coal-burning locomotives could 
cause irreparable harm. 

It was suggested that in the in- 
terests of preserving Agra’s ar- 
chaeological wealth, industrial ac- 
tivity must be reduced in. the area. 
Not only was this advice ignored, but 
the state government went ahead 
with its plans to build a giant oil-re- 
finery at Mathura, 30 mi upstream 
and upwind from Agra. 

A committee was appointed. to 
suggest safeguards to ensure that the 
plant's operation did not endanger 
Agra's monuments, but many en- 
vironmentalists considered the re- 
commended measures hazardously | 
inadequate. 1 

Recently investigators have. dens. 
tified a number of factors other than - 
industrial pollution affecting the. 
monuments: fissures probably have: 
been caused by structural stress and. 
the corrosion of the reinforced iron- 
work. Soot from candles, black fun- 
gal growth — possibly caused by the 












humidity generated by bats' drop- 
pings and large crowds of visitors — 


have defaced the walls of the crypt 


containing the tombs of the Mogul 
| amperi Shah Jehan and his wife 





The Taj, a monument to death it- 
self, has survived many vicissitudes 
of history — from pillaging Jats to 
greedy British governers-general. It 
would be a tragic irony if its epitaph 
were written in an age which has 
made conservation a catch-phrase. _ 

~~ BUNNY SURAIYA 


impetus after a visiting New York ar- 
chitect-historian. submitted a wood 
sample from a: door in the northern 
wall of the Taj for a carbon-14 dating 
test, which indicated it was built in the 
mid-14th century — some 300 years 
before the accepted date of the Taj's 
construction. 

A spokesman for the Institute of 
Oriental Studies in Thane; Maharash- 
tra, has suggested.that samples of the 
brickwork sandwiched between: the 
monument's layers.of marble be sub- 
jected to archaemetry tests to establish 
the age of the main structure. The re- 
pair work proposed to be carried out 
on the building could provide a suita- 
ble opportunity- for acquiring the 
necessary samples. But even if this 
were done, with whatever result, the 
exercise would only. add: to the haunt- 
ing fascination that. ug 
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Aspinall's secret war film 


Changi Photographer — George As- 
pinall's Record of Captivity by Tim 
Bowden. ABC Enterprises and William 
Collins Pty. No price given. 


s history slips away, photographs, 

films, indeed anything reminding 
us of the elusive past, become more and 
more valuable. The Nazis were rather 
helpful in this respect. With the 
thorough diligence one expects of the 
Germans, photographers and film- 
makers recorded everything that went 
on during World War II — even in the 
darkest corners of Adolf Hitler's death 
camps. These men may not have liked 
their jobs, but orders were orders, and 
everything was neatly and methodi- 
cally documented for posterity. 

The Japanese were different. If any- 
thing went on which made the Japan- 
ese look bad — such as the massacring 
of the civilian population of China — 
they either joined the fray or looked 
the other way. Certainly no Japanese 
cameras were pointed at these happen- 
ings. Peopleon the home front were not 
supposed to know such things went on. 
Hence, Japanese photographs of World 
War II show us little but grinning 
sons of Nippon hoisting flags on 


ruined city walls, cheering the 
health of their emperor. 
The last thing the Japanese 


would have photographed was the 
condition of PoWs working on the 
Burma railway or rotting in Singa- : 4 
pore's Changi jail. This makes the 
extraordinary set of pictures taken 
by Aspinall — àn Australian PoW and 
amateur photographer — all the more 
remarkable. 

Aspinall was only 17 when he joined 
the Australian Imperial Forces back 
home in Wagga Wagga, New South 
Wales. His 19th birthday was spent as 
a prisoner of the Imperial Japanese 
Army in Singapore. He managed, luck- 
ily, to hang on to his folding Kodak-2 
Brownie camera, which he had used to 
take snaps of his exotic surroundings 
and his mates. He kept on doing this, as 
he says, without "any great design in 
mind for making aodecumentary or 
anything like that." 

Technically this was/an extraordin- 
ary feat. Having run out of normal 
camera film, he used old X-ray film, 
cut up into individual frames, which he 
would load into his camera each night. 
Because of the tropical humidity, he 
had to process his pictures almost as 
soon as they were exposed. He man- 
aged to do this with stolen chemicals 
up until he was forced to smash his 
camera for fear of a body search by the 


FAR EASTERN ECONOMIC REVIEW e 23 AUGUST 1984 


dreaded Kerfpeitai. He did all this 
simply to have something to do and 
have pictures to "perhaps show to my 
mother or relations or anybody that 
was interested." 

This amateur approach to a highly 
dangerous task (detection by the Ja- 
panese would have meant certain 
death) lends a particular poignancy to 
the pictures — a naive realism which is 
quite moving. They show an under- 
stated, delicate sensibility, reluctant to 
dwell on unpleasantness. There are no 
scenes of torture or death, instead we 
see the banality of everyday life: the 
men eating their paltry ricerations, the 
endless train journeys through Thai- 
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land, the cramped sleeping quarters in 
the prison and, later, in the jungle 
One or two images nevertheless con- 
vey the horror of being a prisoner of the 
Japanese. One picture, taken reluc- 
tantly at the request of a captain. 
shows the "poor blokes with dysen- 
tery” crouching in agony in the bush at 
a "toilet stop" of the train taking them 
to the Burma railway camps. There are 
| also some gruesome close-up shots of 
| what tropical ulcers do to people's 
legs 
Although it is said that pictures sav 
| more than words, this book does not 


Aspinall and Brownie; Burma-railway workers: human document. 
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entirely bear this out. The words, As- 
pinall's own, recorded with great skill 
by Bowden, are vital to the pictures 
The story is told with understatement! 


and economy of words. Without nasty 
adjectives or horro tories (of whi 
he must have plenty to t he still 
paints a clear picture of what it must 
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have been like to be 
Burma railwa\ 


tures itis a deeply moving account! 


documentation may not be as thorough 
as that of the Nazi photographers, but 
It is certainly a great di ii more numan 
IAN BURUMA 
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432. Money Market Calculations 
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206. Chief Executive's Handbook 
Ninety chief executives have 
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203. The Bankers’ Handbook 
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chapters place the money knowledge of 
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businessman alike, in concise, 

: Fanalytical style. Easy to use to help the 
businessman. determine the best 
methods for improving the handling of 
his own — l iS} pp. US$62.00 
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744. The Real Estate Handbook 
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| €very aspect of buying and selling 
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value analysis,’ property income, - « 
4 property e ment financ i 
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204. Financial Executive's Handbook 

A compact, authoritative source of 
information on every aspect of finance. 
The 73 authors, each a leading 
corporate executive amd anm oxport in his 
field, cover areas such as management 
control, capital management, 
accounting, mergers and acquisitions, 
systems analysis, asset Pane 
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Modern Accountants Handbook is 
curate, up-to- date reference 
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$814. The Muney Market 
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exchange futures market! ht 
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foreign exchange risks and how 
others use them for arbitrage and 
speculation. Any individual who 
buys foreign- made goods-or works 
for a maliinatiónal corporation will 
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435. Interest Rate Futures 
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in learning more about them. 
Bankers, portfolio managers and 
corporate financial officers will 
relate to the sections on hedging 
against interest rate risks. 
Individual investors will find 
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£ A provincial crisis challenges Seoul's liani reform Bins 


[ Another side of the coin 


B) ly Shim Jae Hoon in Taegu 


| hile officials in Seoul cease- 
WWE lessly expound the need to up- 


a 
‘ 


date South Korea's archaic 
ing system, an unprecedented fi- 
ni incial mess has unfolded in this in- 
ustrial city, 200 mi south of the capi- 
tal. A chain of spectacular bank- 
ruptcies has revealed some of the 
sti ctural ills that belie the gov- 
ernment's claim of reforming and 
libe alising the country's financial 
‘markets. 

. The collapse in November 1983 of 
the Kwangmyong group, Taegu’s 
dar gest conglomerate, with interests in 
housing, general construction, lumber, 
a finance/investment company and a 
savings and loan business, has left the 
Korea First Bank, its main banker, the 
Commercial Bank and some 1,500 

other creditors holding dubious 
promissory notes estimated to total 

Won 80 billion (US$99.4 million). Of 

this sum, only Won 38 billion owed to 

the banks is secured, with the rest held 
by hundreds of the group's various 
subcontractors and 880 or so lenders 
on 1 the underground kerb money mar- 
ke et who have no idea how, when or 
how much of their claims will be re- 
aid. Estimates of kerb-market bor- 
Fowings range from Won 10-20 billion. 
Kwangmyong's insolvency and the 
arrest of six of the group's top execu- 
tives, including Lee Su Wang, the 40- 
3 e: -old president, touched off panic 
runs on other companies and institu- 
ions by lenders active in the kerb mar- 
. The second victim in this unusual 
n npede was the Chonghwa School 
Foundation, which fell apart in June 
ith an aggregate debt of Won 10 bil- 
lic on, of which Won 8.5 billion is owed 
to 100 kerb lenders and the rest to the 
be . The foundation, which invested 
in a fertiliser plant and a gold mine in 
order to help support Chonghwa Girls 
Middle School in the city, has also been 
eclared bankrupt, with its chairman, 
Yong Dae, placed under arrest. 
In early July, Shinil, another 
well known Taegu school foundation, 
Was briefly threatened with bank- 
Tur tcy as scores of panic-stricken cre- 
itors mounted a third run, demanding 
P payment of Won 3.1 billion in kerb- 
‘market loans. This put a sudden brake 
on Shinil's plan to launch a foreign- 
. language college in Taegu. 
These cases, involving an aggregate 
sum of nearly Won 100 billion, equal to 

more than 10% of the city 's entire com- 

mercial-bank deposits, have shaken 
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the entire business establishment in 
the country's third-largest city, send- 
ing thousands of creditors rushing to 
large and small firms all demanding 
immediate settlement. “Our whole city 
was briefly on the verge of a collective 
bankruptcy,” said a local banker who 
requested anonymity. 

With the situation in Taegu indeed 
critical, the Ministry of Finance, going 
against its policy of withholding credit 
from tottering companies, has ap- 
proved emergency loans worth some 
Won 10 billion to prevent Kwang- 
myong from dragging down other com- 
panies. Some of Taegu's biggest con- 
struction firms, including Suhan, have 
been placed under bank management. 

The financial crisis here was not un- 
related to what happened in Seoul 
last summer. Kwangmyong’s trouble 
started shortly after the explosion of 


celebrated bankruptcies 


two other 
similarly involving kerb-market 
money — the collapse of the 


Myongsong group and Yongdong 
Development Promotion Co. (REVIEW, 
20 Oct. '83). Kwangmyong's read to 
ruin was almost identical to that taken 
by the two companies in Seoul — it ex- 
panded too fast with too little capital. 


rom a modest lumber company 
and apartment builder six years 


ago, it had grown into a substan- 
tial group controlling six subsidiaries, 
all with the aid of loans from banks 
and kerb market sources. Riding on the 
crest of a property boom in the 1970s 
and early 1980s, it had climbed, by 
1983, to rank 74th in the country's list 
of top contractors, capable of under- 
taking Won 84.7 billion worth of pro- 
jects a year. 
But Lee — the flamboyant group 
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employees repeat each morning the 
company slogan: "Let's Create a 
Legend!" — was a true believer in the 
theology of expansion that has caught 
many South Korean companies in the 
past two decades. “We must grow in 
the recession time or we'll never catch 
up with other chaebol [family-control- 
led conglomerates|," friends quoted 
him constantly exhorting his staff. 
Instead of growing, however, 
Kwangmyong withered rapidly as 
hundreds of its newly built apartment 
units went unsold in a property-mar- 
ket slump, Like Myongsong and Yong- 
dong, Lee had most of his assets locked 
in property holdings while his com- 
pany groaned under the crushing 
weight of high kerb-market interest, 
averaging 20% a year as against 12% 
charged by the banks. Incredibly, ac- 
cording to local financial sources, Lee 





had added a savings-and-loan busi- 
ness to his group by borrowing money 
from the kerb market on the strength 
of promissory notes issued in the name 
of several companies under his control. 
Financial commentators here blame 
the banks for not closely monitoring 
Kwangmyong and the government for 
failing to protect small lenders and 
subcontractors who supplied goods to 
the constructian firm, They point out 
that loans amounting to billions of won 
could not haye,heen advanced without 
the covert backing of influential fig- 
ures. And Lee, until his arrest, had the 
reputation of enjoying the favour of 
key officials in Seoul. The government 
routinely rejects these allegations 
when they crop up in press reports. 
Rumours that former deputy pre- 
mier and economic planning minister 
Kim Jun Sung, formerly president of 
the Korea First Bank and Taegu's 
ker uet ked Lee, at least - 
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initially, embarrass the government in 
a city largely sympathetic to President 
Chun Doo Hwan. Taegu is also the home 
town of the president, his secretary- 
general Kang Kyong Shik, Finance 
Minister Kim Mahn Je and Chun's 
chief economic adviser Sakong II. 

These key policymakers — all com- 
mitted to modernising the country's fi- 
nancial markets — are widely known 
for their liberal economic views. And 
yet Taegu's problems, bringing out all 
the contradictory elements of South 
Korea's ailing financial system, have 
embroiled them in an unusual predica- 
ment. With a parliamentary election 
just a few months away, they cannot 
politically afford to be seen as patron- 
ising their home town at the expense of 
other provinces. This adds an ironic 
twist to the whole situation. 

The bankruptcies involving Kwang- 
myong and Chonghwa are before the 
Taegu District Court, where hearings 
are in progress on criminal charges 
against Lee and To, mostly for dis- 
honouring cheques (an offence which 
carries a jail sentence). But the centre 
of concern is what to do with nearly 
1,000 kerb-market lenders affected by 
the two cases who are clamouring for 





the government to step in and save 
them. More than 80% of these under- 
ground creditors were small-time lend- 
ers with less than Won 20 million each 
in claims. Many are housewives, small 
merchants or even retired civil ser- 
vants seeking better yields on their 
savings than those offered by the 
banks. 

In an unparalled, if rather quixotic 
display of the underground economy 
surfacing on the streét, bout 100 small 
kerb-market lenders; holding placards 
demanding “Give my’ money back!,” 
recently held street demonstrations to 
draw attention to their plight. For fear 
of being discovered by tax inves- 
tigators, bigger creditors have re- 
mained in the shadows, no doubt 
wringing their hands in quiet despair. 
Meanwhile, Kwangmyong's offices 
have been raided many times by angry 
creditors demanding assurances on 
their claims. 
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While the kerb-market structure in 
Taegu — estimated to account for Won 
80 billion — is now a shambles, further 


tightening thg already bad credit 
squeeze (undegpround interest rate has 
gone up from 2-2.5% a month to 2.2- 


2.8%), the cõurt and bankers here are 
trying to sort out the situation as best 
they can. 

The Korea First Bank is expected to 
take over the construction and other 
businesses of Kwangmyong group, and 
the court has ruled that subcontractors 
and other creditors holding promis- 
sory notes legitimately guaranteed by 
Kwangmyong Finance/Investment Co. 
should be reimbursed up to 80% of the 
value of the notes. But lenders who are 
not officially noted in the company 
ledgers, usually small creditors, are 
unlikely to be paid. 


T 5 misfortunes have spot- 
lighted ominous trends also visi- 
ble in other cities: money re- 
leased by the central government for 
alleviation of Taegu's hardship quickly 
flows back to Seoul in search of more 
stable investment. 

South Korea's bureaucratic cen- 
tralisation and control from the top, 
plus the fact that 
practically every- 
thing commercial 
happens in Seoul 
while nothing 
does outside it, 
forces large pro- 
vincial companies 
to park most of 
their money in 
Seoul, shrinking 
Taegu's share of 
nationwide com- 
mercial-bank de- 
posits from 4.2% 
in 1975 to 4% last 
year. 

During the period of heady develop- 
ment between 1967 and 1971, local 
banks were set up in Seoul and in each 
of South Korea's nine provinces, with 
the aim of helping to provide for a more 
balanced supply of funds for local in- 
dustries. And yet, with officials in 
Seoul constantly breathing over their 
shoulders, dictating who should get 
credit supplies and under what terms. 
these banks have had practically no ef- 
fect other than siphoning off provin- 
cial savings for use by companies in 
Seoul. This has forced many provincial 
companies to set up top-level offices in 
Seoul, mainly to lobby the banking 
community. 

Sometimes, such control from the 
top can have strange effects, as hap- 
pened during Chun's short visit to 
Taegu in June. “Suddenly, officials in 
Seoul called bankers here to advance 
x amount of credits, each broken 
into x figures, for quick distribu- 
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tion to needy companies. We were also 
told to do this as soon as possible— ina 
day's time — and report back t6 
Seoul," said one Taegu banker 

The reason for the panic, he 
explained, was that bureaucrats were 
concerned that Chun might hear local 
businessmen complaining about tight 
liquidity when he met them 

Unless policy incentives are devised 
to hold the money where it belongs — 
such as tax benefits for companies 
keeping large deposits in their home 
cities — provincial financing will con- 
tinue to rely on the shaky underground 
market 


= 4 





Commenting on recent government 
rescue operations in Taegu, one des- 
perate businessman here put it this 
way: "It's like pouring water into a 


bottomless bucket. When new credits 
come to big companies here, the mon 

goes right back to Seoul, and we sm 

businessmen have nowhere to go but to 
the kerb market in order to borrow.” 
The Ice Age has arrived on Taegu's 
kerb market, however, freezing all 
deals and pushing the ratio of local 
cheques dishonoured by companies to 
0.29%, or four times the nationwide 


average. 
Even that level is a striking improve- 
ment over the 1% ratio at the time the 


Kwangmyong bankruptcy first sur- 
faced. Thus Taegu, financially, may be 
recovering from its recent shocks, but 
it still remains locked in the depth of 
winter. o 


Depleting 
prospects 


Indonesia's petroleum industry 
faces near-term recovery 
and long-term uncertainties 


By A Correspondent in Jakarta 


he downturn which hit the Indo- 

nesian petroleum sectorin late 1982 
will probably stretch into 1985, ac- 
cording to a report issued by the Unit- 
ed States Embassy in Jakarta. While 
oil and gas exports will remain In- 
donesia's big foreign-exchange earn- 
ers well into the 1990s, the decline in 
earnings which began in 1981 will be 
reversed only by a strengthening of 
world crude prices. Few analysts see 
that happening before next year. 

The annual report, viewed as a com- 
prehensive survey of the oil sector in 
Indonesia, also suggests the downturn 
in oil exploration activities in In- 
donesia this year is probably only a 
cyclical pause. Indonesia is still one of 





—the most active areas for hydrocarbon 
"exploration in the world. 


"The report makes no independent 
assessment of the role of petroleum 


and liquefied natural gas (LNG) ex- 


ports in the economy, relying on offi- 
cial government statistics instead. But 
it points out challenges in the energy 
‘sector to Indonesia's planners implied 
"by projections in the Repelita IV five- 


_ year plan (beginning 1 April 1984) and 


from present trends in the oil industry 


f fficially Indonesia produces 1.3 
million barrels a day (b/d) of crude, 


- inline with Opec-agreed quotas. Gov- 


ernment figures put crude production 
at 454.5 million barrels, plus another 


— 83.7 million barrels of condensate, for 


. fiscal 1983-84. This compares with the 
— 1979 high of 553:9 million barrels, or 


1.52 million b/d. Unofficially, and 


- probably more on the mark, industry 


‘analysts say, the country produced 
about 484 million barrels of crude, or 
1.33 million b/d, last year. In addition, 


_ 98,000 b/d of condensate, not covered 
_ by Opec limits, was produced. So far 


this year production has averaged 


about 1.48 million b/d, without con- 


— densate, and peaked in March at about 


> 


1.55 million b/d. 

The margin over Opec quotas contri- 
buted to Indonesia's rapid extrication 
from a threatening debt problem last 


- year, which came as a direct result of 


the global crude price drop. The price 
drop also affected Indonesia's income 
from LNG exports, which.grew to 
about US$2.2 billion in 1983. The price 


of LNG is tied to that of Indonesia's 


major crude. 

But high production of crude also 
adds to the pressure on Indonesian 
crude prices, felt to be substantially 
overpriced, industry sources say. Re- 
pelita IV predicts a pickup in oil earn- 


. ing in fiscal 1985-86, with an increase 


in production capacity as well as firm- 
ing market prices. Crude export earn- 
ings fell to an estimated US$11.9 bil- 
lion last year, down from US$12.3 bil- 
lion in 1982-83 and US$16.5 billion in 
1981-82. A further drop is predicted 
officially this year before an upturn to 
US$11.9 billion. in 1985-86 and 
US$13.5 billion the following year. 
With the high production rate at the 


- beginning of this year, 1984-85 earn- 


ings should be better than the official 
48 


estimate. But the embassy report 
warns that on the basis of discoveries 
over the past four years, Indonesia is 
depleting its proven reserves. If this in- 
deed is the trend, then it appears In- 
donesia's rapid production threatens 
the availability of crude in the 
1990s. 

Oil and LNG exports, according to 
Repelita IV, will account for 64% of all 
exports in 1988-89, a drop from the 
present 69.9%. (The 1984 annual 
World Bank report on Indonesia has oil 
and LNG still at 69.2% of exports in 
1990-91.) Government revenues from 
the oil sector will be close to 60% at the 
end of the five-year plan. Thus the role 
of oil and LNG earnings will be crucial 
well into the next decade, despite 
strong government efforts to develop 
other export industries, the report con- 
cludes. 

Indonesia, the report notes, has done 
much to ensure a steady level of crude 
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and refined products available for ex- 
pórt. An increase in domestic product 
prices three years in a row, 1982 to 
1984, and recesssion in the economy, 


forced net domestic consumption 
down, cutting its share of total produc- 
tion from 35% to 31%. The price rise 
allowed the government to virtually 
eliminate its expensive subsidy of local 
fuel products. A modest increase in 
local consumption is predicted for this 
year, and domestic consumption 
should grow more slowly than produc- 
tion through 1990, the report notes. 


Problems at home 


Escap urges developing countries to change their policies 
to help close the economic gap with rich nations 


By Paul Sillitoe in Hongkong 


B: almost all yardsticks, the pro- 
gress in industrialisation by de- 
veloping Asia-Pacific nations has been 
rapid in recent years. But it has been 
lopsided, and for progress to continue 
in coming years — in the face of 
mounting protectionism, domestic in- 
efficiencies and a squeeze on conces- 
sional capital — major policy reforms 
must be implemented, a United Na- 
tions report concludes. 

The share of developing-member 
countries of the UN Economic and So- 
cial Commission for Asia and the 
Pacific (Escap) in world manufactur- 
ing production increased to 3.476 in 
1982 from 3.1% in 1980 and 2.1% in 
1960 and the average share of man- 
ufacturing in their gross domestic pro- 
duct leapt to 19% in 1980 from 11% 
two decades earlier. The broad fig- 
ures mask inequalities in the group, 
Escap's Economic and Social Survey of 
Asia and the Pacific 1983 shows. 


It is no surprise that the 36-member 
developing Escap group's per-capita 
manufacturing production remains à 
fraction of that of the developed three 
(Japan, Australia and New Zealand) — 
US$51 vs US$1,616 in 1980. However, 
within the developing group, a handful 
of nations continue to account for the 
lion's share of manufacturing value- 
added. | 

In terms of the share of manufactur- 
ing employmieht th total employment (a 
measure, broadly, of the quantity 
rather than quality of industrialisa- 
tion), such natióhi$ as South Korea, In- 
donesia, Malaysia and Thailand 
showed marked gains in the latter half 
of the 1970s and early 1980s (though 
less pronounced, in general, than in the 
early 1970s). Meanwhile, the trend was 
virtually flat in the Subcontinent. 

Even those four relatively successful 
nations showed pronounced declines 
in output growth in recessionary 1981- 
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ERG "which should e In- 
donesia close to self-reliance in refined 
product by the end of this year, will 
help in maximising the amount of 
crude and more valuable products 
available for export. In electric power 
generation the country is actively pro- 
moting an increase in coal-burning 
stations and other alternative sources, 
which will also hold back domestic de- 
mand for oil products. 

The danger is that foreign—oil com- 
pany investment could drop off if the 
national environment for profitable oil 
activity deteriorates. There is a direct 
correlation between exploration ac- 
tivity and production capacity a few 
years later. Indonesia's productive ca- 
pacity is estimated at about 1.7 million 
b/d today, and a target of about 1.8 
million b/d is set for 1990. Repelita IV 
figures average production in fiscal 
1988-89 at 1.75 million b/d, with 
35.6% of that going to domestic con- 
sumption. 

This is clearly achievable. But after 
that, however, the future remains un- 
certain. Oil companies complain that 
Indonesia is becoming less attractive 
for their exploration investments for a 
number of reasons. (In Indonesia 
foreign oil contractors take the full in- 
vestment risk for exploration, commit- 
ting a certain amount of dollars over 
several years for a specified area. If 
they produce oil commercially they 
can recover most of their investment 
from initial production. Then they 


82 — though in broader economic 
terms this was offset in each case by a 
surge in domestic (notably public-sec- 
tor) construction activity — while the 
Pacific island economies are only now 
starting on a long, hard road to indus- 
trialisation, hampered by their small 
size and remoteness. 

Looking ahead, Escap warns that 
major policy reforms will have to be 
implemented by many countries of the 
region. Without offering specific re- 
cipes — and stressing that what is ap- 
propriate will vary widely with the de- 
gree of progress so far — the report 
says that in principle the developing 
nations need to: 

» Make better use of current and pros- 
pective comparative advantage. 

» Promote a more even regional dis- 
persion of industries and develop suit- 
able small-scale industries. 

» Improve internal resource mobilisa- 
tion and allocate more resources to the 
development of appropriate skills 
(notably, entrepreneurial ones). 

» Substantially improve the effi- 
ciency of policy instruments for inter- 
vention in the industrial sector. 

*. . . In general, there exists scope for 
a more efficient use of available 
domestic resources. One area of special 
concern is the . . . decline in value 
added per unit of output in several 
countries. This needs to be arrested," 
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EU pro duc on with In- 
danesia ata split of 85:15, with the 
lion's share going to Indonesia.) Explo- 
ration and development expenditures 
will probably be close to US$1.45 bil- 
lion this year, down from US$1.75 bil- 
lion in 1982 and US$1.68 billion in 
1983, industrf sources say. Oil com- 
panies say thffy expect similar levels of 
activity nex year. On the other hand, 
Repelita IV is predicting exploration 
and development through 1990 at 1981 
levels, in both expenditure and actual 
seismic and drilling operations. 
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ome of the fall off is attributed 

to the cyclical nature of the indus- 
try, and some to the general fall 
in the cost of exploration services 
worldwide. Lengthy contract approval 
periods, often more than six months, 
for oil company operations, is also 
blamed for restricting activity, the re- 
port notes in several places. This has 
been a sore point between contractors 
and the state oil company Pertamina. 
More importantly, oil is becoming 
more difficult and more expensive to 
find. "The consistent theme in all ob- 
servations regarding future  dis- 
coveries is that they are likely to be re- 
latively small and generally expensive 
to produce," the embassy report says 
New oil discoveries are smaller, and 
Pertamina has taken a hard line 
against having small, "uncommercial 


discoveries brought into production. 
With less attractive acreage available 
for exploration, much of it remote, 





says the Escap report. (Between 1970 
and 1979, for example, the percentage 
of value added in gross manufacturing 
output fell from around 25% to just 


below 20% in India; from 40% to less 
than 35% in South Korea, and from 
more than 45% to well below 40% in 
Papua New Guinea. It was almost sta- 
tic in Malaysia and Singapore and rose 
only slightly in Indonesia.) 
"Generally, the elements of policy 
reform will include an adjustment of 
price structures to reflect relative fac- 


tor varus reform of trade policies 


many of the 46 oil contractors i] 


Jakarta say Pertamina must offer more 
in contractual incentives to keep them 
investing in Indonesia 


Another problem is that more and. i 
more gas is being discovered, and the- 


market for both gas exports and 


domestic sales is dismal. Despite many 


studies encouraging Indonesia to in- 


vest in domestic gas infrastructure. 


which would ultimately free more 
crude for export, the government takes 


the attitude that such investment is too 


costly. While LNG export develop- 
ments have been financed by the 
buyers, domestic gas infrastructure 
would have to be paid for from In- 
donesia's coffers. 

Foreign contractors are encouraged 
by the new head of Pertamina, A. R. 
Ramli, who has promised to reduce 
tensions between the national oil com- 
pany and the foreign firms. So far, con- 
tractors say that contract approvals 
are coming through more quickly. But 
points of contention remain, including 
the high price of the crude, the pros- 
pect of developing small fields, the 
government policy of rapid “Ine 
donesianisation" of the industry, and 
the day-to-day involvement of Per- 
tamina in oil company operations, 
which the companies see as unneces- 
sary. If the problems continue, said one 
oil company chief, Indonesia is looking 
at a future of declining exploration ac- 
tivities, which will have a negative ef- 
fect on Indonesia's ability to produce 
in the future. o 





in consonance with comparative ad- 
vantage and review of investment in- 
centives . .." says Escap. 

[n contrast to the externally oriented 
economic-development models im- 
creasingly espoused by such institu- 
tions as the International Monetary 
Fund and the World Bank, the UN 
agency says that neither export-pro- 
motion nor import-substitution poli- 
cies are desirable per se. 

It says the latter sometimes tend to- 
wards discrimination against export- 
oriented industries by reducing avail- 
able production factors and raising 
input prices, while the former tend to 
take insufficient account of more effi- 


cient use of factors of production, and 


mean that in some cases large-scale, 
capital-intensive firms hog the incen- 
tives (South Korea is an obvious exam- 
ple) “to the detriment of employment 
and distributive goals of industrialisa- 
tion policy.” 

The policy choice of many Escap de- 
veloping countries has been a variety 
of tariff and quantitative import bar- 
riers designed to protect selected 
domestic industries, the usual result 
being a “cascading” protection effect 
— more for finished goods, less for raw 
materials, But Escap notes several un- 
desirable spin-off effects: 

» As the internal terms of trade 
swing in favour of manufacturing, ag- 
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is implied by the nominal rate (because 
of the differential tariff rate between 
inputs and their associated output and 
the effect on the final output's value of 
domestic value added). 
> Export-oriented industries, par- 
ticularly those using highly protected 
_ inputs, are discriminated against, and 
the consumer suffers as a result of 
_ higher prices. 
— South Korea is singled out — as it is 
' increasingly at present — as an exam- 
P of a developing nation that seems to 
“have achieved the right mix with re- 
[ gard to protection. In 1978, the effec- 
Hive rate of protection for all manufac- 
‘turing was about 5%. Within this, 
some capital-intensive, high-cost in- 
| dustries (iron and steel, for example) 
| were particularly cosseted, others 
— earning or saving foreign exchange 
- were penalised. 
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By Husain Haqqani in Islamabad 
international banks with branches in 
_ WPakistan have started the switch to 
- Islamic banking based on profit-and- 
— Joss sharing (PLS) instead of interest- 
_ bearing accounts. The Hongkong and 
_ Shanghai Banking Corp. took the lead 
— recently when it joined nationalised 
_ Pakistani banks in offering PLS depo- 
^" sits to customers at its Karachi branch. 
_ Other banks are expected to follow its 
— lead within the next few months. “It is 
~ only a matter of time before other 
— [foreign] banks join the Islamic bank- 
— ing scheme," said a Hongkong Bank 
— official. "The Pakistan Government 
- says that it wants complete Islamisa- 
- tion of banking by 1 July 1985 and if 
— international banks want their Pakis- 
tani operations to survive, they will 
- have to Islamise them." 
— Although Pakistani banks have of- 
_ fered interest-free banking alongside 
- normal interest-bearing accounts for 
more than three years, foreign bank 
“operations in the country remained 
"unaffected by the Islamic policies of 
the regime of President Zia-ul Haq 
until early this year when the govern- 
- ment indicated that it would like to Is- 
lamise all banking operations. (The Is- 
lamic basic law, the shariah, forbids 
the lending of money for interest 
[ribah] but permits lenders to partici- 
pate in the profits of any enterprise fi- 
nanced by a loan.) 
Finance Minister Ghulam Ishaq 
Khan set a timetable for complete Is- 
lamisation, with a July 1985 deadline, 
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cess profits and inefficiencies” — thus 
easing the gradual orientation of pro- 
duction more and more to exports, says 
the report. 

By contrast, in Thailand, average 
rates of protection f&r non-durable 
and durable consum goods and 
transport equipment stdpd at 212%, 
496% and 417% respectively in 1978 — 
up to four times higher than in 1971. 
That such regimes introduce inef- 
ficiencies is increasingly being recog- 
nised by Asian countries; not only 
Thailand but also the Philippines, 
India, Sri Lanka and Bangladesh have 
started to scale back their tariff pro- 
grammes, 

On top of winding back protec- 
tionism and introducing more effective 
incentives schemes to promote ex- 
ports, "there also appears to exist, 
especially for the larger developing 
economies .. . an enormous potential 





| The Hongkong and Shanghai Bank becomes the first 
- international institution to offer Islamic services in Pakistan 


when he announced the federal bud- 
get in June this year. He said that 
besides PLS on deposits and. long- 
term loans, leasing and hire-pur- 
chase (both considered Islamic by 
theologians) would also be introduced 
into Pakistan's new banking system. 

The Bank of Oman started 
accepting PLS loans soon 
after the finance minister's 
statement that foreign banks 
will not be exempted from Is- 
lamic measures, but banks 
with worldwide networks and 
headquarters in non-Islamic 
countries were unwilling to 
join the Islamic banking: ex- 
periment. "Islamic banking 
increases the accounting load 
as all payments on deposits 
and loans are tied to the 
bank's and customer's exact 
profits," said an executive of a 
foreign bank. "Noone is in the 
banking business for losses, so 
profit- and loss-sharing is a 
misnomer. In effect it is only 
profit-sharing and the in- 
terest-bearing deposits and 
loans also share in profits. We 
do not want to be burdened by 
increased accounting unless 
we are forced to.” 

Most foreign banks operat- 
ing in Pakistan do not want to 
pull out of the country, how- 
ever, and are now considering 
Islamic banking seriously. Al- 
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creation of appro- 
priate linkages between and within 
sectors," Escap suggests. "Indeed, for 
the larger economies, strategies for the 
development of the manufacturing 
sector are interwoven with the ba- 
lanced development of sectors and 
branches of all economic activity .. .” 


o amount of domestic reform will 
work in isolation from the interna- 
tional system, however; on this front, 
Escap identifies the dangers as a new 
wave of protectionism which already 
has cut back the rate of absorption of 
manufactures into the developed 
world from the developing from the 
10% or so seen in the late 1970s, to- 
gether with the likelihood of a sus- 
tained decline, in real terms, in the 
availability of concessional capital 
and the competition for it. 
Developing countries will have to 
step up private borrowings, redcuble 


most all Islamic countries have Islamic 
banks or Islamic banking counters at 
ordinary banks, but nowhere except 
Pakistan are international banks 
threatened with a complete switch 
over from traditional banking prac- 
tices to Islamic banking. According to 
Hongkong Bank sources in Karachi, 
the bank does not intend to extend its 
modest Islamic banking venture to 
other Islamic countries where it has 
branches or subsidiaries. 

The Hongkong Bank's Islamic bank- 
ing service in Pakistan began on 10 
July with acceptance of PLS deposits 
for periods of seven days to a year. Ac- 
cording to Imad Hussain, the bank's 
deposits manager for Pakistan, the re- 
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their efforts to attract foreign direct 
investment and improve domestic re- 
source mobilisation 

"Even a partial realisation of the 
[UN's International Development| 
Strategy's goals for industrialisation 
[annual average growth in output of 
manufactures of 9% a year] will 
quire that national policy changes be 
effectively supported by international 
action in the form of accelerated finan- 
cial and technical assistance. Perhaps 
more important, the trade regimes of 
the developed countries need to ac- 
commodate more exports of manufac- 
tures from developing countries," says 
the report. 

Given the global debt crisis, the stif- 
fening of attitudes of financial-assist- 
ance donors both at the bilateral and 
multilateral level and signs of in- 
creased protectionism — nowhere 
more clear than in election-year United 
States — the prospects for such sup- 
portive action are dim indeed. ü 


sponse to the scheme has been favour- 
able and several of the bank's regular 
clients have switched from interest- 
bearing deposits to PLS accounts, 
though he mentioned no figures for 
PLS deposits received so far. The bank 
is currently using the deposits to pur- 
chase bills and plans to start investing 
in approved Islamic profit-sharing 
schemes "when the deposit base be- 
comes large enough." The Hongkong 
Bank is scheduled to open another 
branch in Lahore soon 


he rate of return on PLS deposits 

with the Hongkong Bank is the 
same as for interest-bearing accounts 
"We promised customers that the pro- 
fit return would be equal to, if not more 
than, the existing return and this was 
based on past performance," said Hus- 
sain. "We are offering 8% return on a 
seven-day deposit which is the same as 
the interest rate, but the rate for PLS 
can fluctuate according to perform- 
ance." A positive rate of return has 
been a constant attraction for PLS 
banking, though the knowledge that 
all deposits are likely to be converted 
by 1985 has spurred customers to make 
the switch to the Islamic scheme. This 
year the government added another 
incentive for Islamic banking when it 
exempted PLS accounts from a 10% 
withholding tax on interest payments 
The five nationalised Pakistani banks 
announced returns oñ the PLS ac- 
counts for the first half of 1984, at an 
identical rate of 7.5% omn savings ac- 
counts. 

The rate of return for term deposits 
ranged from 9.5% for six months to 
13.5% for five years, though one bank 
offered 13.75% for five-year term de- 
posits. The rate of return was compar- 
able to interest rates for similar con- 
ventional deposits, but was less than 
the rates of return announced for the 
second half of 1983. oO 
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| Keeping shippers 
With their on-board c consianment 


ATELLITE - 
MUNICATION 


Communications have taken great leaps forward with the advent of sate 
lites. One of these, the International Maritime Satellite (INMARSAT) is provin 
invaluable to shipping companies like NYK. Today, NYK has more than 4t 
ships in its extensive fleet equipped with INMARSAT receivers/transmitter: 
Communications, especially in areas where conventional radio signals were 
ineffective, have increased safety and service efficiency enormously. The 
INMARSAT communications system is only one example of NYK 
efforts to upgrade its transportation services. Others include our intermodai 
transport service and the diversity of vessels available. They're all part of the 
friendly, efficient service that NYK users have come to expect over the past 
99 years. 
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s acquired enhanced prominence 


re and prolonged global recession, 
nuing high interest rates, growing 
otectionism and. balancé-of-pay- 
n ; problems facing the developing 
untries. However, it is rather dif- 
-to determine its. importance in. 
S ute or relative terms as its inci- 
ence is not separately reflected in 
eign-trade statistics. | 
On the basis of studies by the Or- 
anisation. for Economic Cooperation 
nd. Development (OECD), counter- 
le, embracing comyensation and 
|y-back deals, is estimated at around 
% of the exports of: developed-mar - 
t economies to Comecon (Soviet- 
c ymmon market) countries. Cir- 


























t in trade between developed- 
economies and developing 
s and is also increasing among 
ï American countries and with 
'entrally planned economies of 
'rn Europe and China. 
ounter-trade between East 
sean and industrialised countries: 


aes 


nother UB$35-60 1 billion or 79. 5- 
ng the total to around 5% of 


ent of Trade predicts that it will 
ount for 10-20% of world trade in 
e 1980s. The actual proportion may, 
fact, be somewhat less as it is more 
iked about than practised. 
Compensation arrangements are re- 
ed to have been entered into by 67 
ountries, according to a recent survey 
f US firms: including military 
iardware, the number of countries en- 
'aged in these practices is reckoned at 
B. It is generally thought: that 


oreseeable future as- developing- 
'ountry debt-servicing and amortisa- 
jon problems have acquired a semi- 
rmanent, almost endemic character. 
Counter-trade is still on the fringes 
orld trade but, in the current. 
obal economic disequilibrium, it 
schot seem likely to fade away, 
gh its limited efficacy over a 
term is clearly perceived all 
.A number of international. 





ey-trade is a practice which 


jast few years in the wake ofthe 


tial evidence points to the. 
‘trend towards counter-trade | 
ier areas. It is a fairly recent deve- 


gi 
trade. The United States De- 


'ounter-trade has come to stay for the” 


ading organisations have 


crue in the near and 


Thailand, 
mainly restricted to exports of corn, 
maize, rice and sugar against imports 
"of fertilisers and nicoltursl-eprayinp 
x Saas 5 





- Normally, non-traditi 


o£féred as counter-trade exports, but 
l-owing to the sharp fall in commodity 


prices in 1980-82 and the early part of 
1983, Indonesia, Thailand and Malay- 


. sia permitted the export of traditional 
goods through assignment to. large 


trading corpor ations and switch deal- 
ers. 

The impact and progress of counter- 
trade in the countries covered by the 
Economic and Social Commission for 


Asia and the Pacific (Escap), so far, 


have been rather modest. The total 
value of counter-purchases contracted 
until January 1984 in Indonesia 
amounted to US$756 million. This rep- 
resents barely 6%: of its total imports 
of more than US$12 billion in the 18 


months since the effective operation of 
that country's counter-trade policy 
from mid-1982 and only around 2% in 
terms of counter-trade fulfilment 
amounting to US$238 million. l 


In the case of Malaysia, there have 
been only two counter-deals, involving 
a total of US$53.6 million, with South 
Korea and Yugoslavia. In the case of 
counter-trade has been 


in n Bangladesh, barter at governmental 
level and special trading arrange- 
ments entered into by:the Bangladesh 
Trading Corp. amounted to 14% of 
total exports in 1983-84. The State 








Trading Corp. of India has recently en- 


tered into two linked deals for imports 
of newsprint and cement with Yugos- 
lavia and Poland. India has had large 
bilateral clearing arrangements for the 
past three decades. with the Soviet 
Union, East Germany, Czechos- 
lovakia, Romania, Bulgaria and Po- 
land. 

The Philippines has had bilateral- 
trade exchanges with East European 
countries and Nepal has engaged in 


_ barter with China. Sri Lanka has hada 
-barter arrangement with China forim- 


ports of rice against rubber. China also 
has had counter-deals with Hongkong. 
A number of counter-deals are cur+ 


.P. N. Agarwala, a World Bank consult- 


ant, recently completed a study of 
counter-trade in selected Economic 


and Social Commission for Asia and 
.the Pacific countries for the United Na- 
tions Conference on Trade and ee 










| counter-trade ut ti in the internati ional 





rently being negotiated in Malaysia 
and large barter deals have also fea- 
tured with Brazil and Mexico. 
Counter-deals have also operated in 
Australia, New Zealand and Argen- 
tina. 

The success of the policy as a means 
of increasing the overall volume of ex- 
ternal trade and improving the terms 
of trade, however, has been somewhat 
limited. Traditional items have largely 
featured on the export side in In- 
donesia, Thailand and Malaysia. In 
Bangladesh the proportion of non- 
traditional exports has .been 50% 
under special trading arrangements. 
India has been pushing non-tradi- 
tional exports of fashion garments, 
footwear, cosmetics, soaps and deter- 
gents, cigarettes, garage equipment, 
engineering goods and knitwear in its 
bilateral-trade exchanges and spe- 
cial trading a eas and link 
deals. | 


Phe overall volume of. bilateral trade 

exchanges has grown substantially 
in the case of India, leading to diversifi- 
cation of exports and of value-added 
products. But there is no significant 
evidence of counter-trade having con- 
tributed in any appreciable degree to- 
wards improvement of terms of trade 
and preservation of long-term market. 
shares. 

Several developing Escap countries, 
however, are actively exploring pos- 
sibilities of entering into long-term ar- 
rangements with sister countries to se- 
cure an assured and larger share of 
markets for their products through 
their state trading organisations. Ma- 
laysia is anxious to remain the princi- 
pal supplier of palm oil, rubber and tin 
to India, Pakistan, Bangladesh and 
Burma. Meanwhile India is seeking to. 
secure a larger long-term share for its 
engineering goods and railway rolling- 
stock. Bangladesh is aiming at a larger 
long-term share for jute goods, leather 
and newsprint. Thailand and the 
Philippines are negotiating a long- 
term market share for sugar in In- 
donesia. Thailand and Pakistan have 
been negotiating for a long-term rice- 
market share. in. Bangladesh and Ma- 
laysia. 

In Indonésla, ‘imported government 
procurements will be linked to export 
products where the purchases are fi- 
nanced from the state budget and ex- 
port credits and the value of each ten- 
der is at least US$500,000. The Malay- 
sian Government has set up a special 








duct their procurement on a counter- 
trade basis where possible. 


Goods subject to counter-purchase, 


which comprise 100% of imports in the 
case of Indonesia, have hot been deter- 
mined in Malaysia ! 5 
stipulated a 50% 
pliance with the requirement and the 
Department of Trade and Coopera- 
tives, together: with the commodity as- 
séciations, are expe: ‘ted to» monitor the 
"additionality" of exports. 

"Another problem facing: analysts of 
counter-trade in these countries is that 
there is no éffective mechanism to 
monitor, appraise and determine the 
additionality of exports as contracts 
are entered into by winning tenderers 
who are permitted to enter into as- 
signed agreements. Additionality can 
be effectively determined if the desti- 
nations and export products are 
clearly identified well in advance and 
(provided) a specific purchase is linked 
to a specific sale to ensure that it is ad- 
ditional. The assignment should be re- 
stricted to a logical partner and a pre- 
determined base year must be set to 
quantify additionality, either by final 





destination or product. In the case of 


Indonesia and Malaysia, the list of ex- 
portable produets also is varied. Non- 
traditional products and non-tradi- 
tional markets must be clearly iden- 
tified in | export statistics. 


ncounter-trade d itis not easy to 

determine with certainty if there is 
any loading of import prices as a large 
part of purchases are of capital goods 
for which internationally competitive 
prices are not readily found. Interna- 
tional tenders are no doubt sought, but 
if all intending tenderers know in ad- 
vance that they have to fulfil counter- 
purchase commitments in the face of a 
penalty clause backed by a bank 
guarantee, they might make some pro- 
vision for covering the marketing costs 
which would be incurred or paid to an 
intermediary. 

Manufacturers and suppliers of cap- 
ital goods and equipment usually have 
no interest in direct counter-purchases 
of products unrelated to their opera- 
tions and depend on switch dealers and 
large trading corporations to fulfil 
counter-purchase commitments. 

Developing countries: “are conscious 
of International Moné tary Fund and 
General Agreement on ,Tariffs and 
Trade provisions on matier al trade 
and have been circumspect in espous- 
ing counter-trade, though it is not con- 
trary to Gatt and its codes. State trad- 
ing organisations could, engage in 
counter-trade without. governmental 
directives, in accordance with commer- 







sia also has. 
rnon-com-. 


cial eeN ations and consistent s with | 








tina, Australia, New Zealand, Yugos- 


enter into cot 
except for 


entering into c@unter-trade and they 
have been dixÉcted to do so in In- 
donesia, Majaysia, Bangladesh | and 
India. ` 

Thirty countries, including Argen- 


lavia, Jamaica, Switzerland and Zam- 
bia, have made counter-trade an im- 
portant consideration in their interna- 
tional purchases. Some Opec countries 
are actively engaged. also. The most 


technique is that it is a growing part of 
the international trade scene and com- 
panies that are unwilling to engage in 
it run the risk of losing business to 
their competitors. ud 
Most OBIIT precha 






€ Sta te trading í organi sation 
could engage in counter- 
trade without government 
directives, in accordance with 
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logical partners for unpacka: 
ject equipment and whose bar 
strengths could be mores. 
matched in developing countr 
the state trading corporations.of s 
countries, have not been encouraged 
participate. Excessive rehance | 
switch dealers usually leads to ad. 
tional expense for exporting or 
tions and tends to inhibit the 
ment of international marketing 
pertise in developing cot hii Uu 
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ning them with experienced personnel 
with adequate exposure and negotiat- 
ing skills to choose the right kind of 
partners. 

Substantial efforts are needed to im- 
prove design and quality standards 
and packaging of non-traditional 
manufactures and effectively to induce 
state trading organisations to utilise 
their buying strength in procurement 
operations. The monitoring control 
mechanism needs to be streamlined if 
the factor of additionality is to be 
strictly enforced and to avoid distor- 
tions and loading of import prices. 

The exchange of experiences by state 
trading corporations from developing 
countries will help greatly in clearing 
their perceptions and formulating pro- 
grammes and strategies for increased 
South-South cooperation, promoting 
collective self-reliance in trade ex- 
changes and pooling experience and 
expertise in international marketing 
operations. 


hen the Indonesian counter-trade 
policy was announced in early 1982 
there was considerable scepticism and 
opposition by Western interests and 
Japan's Ministry of International 


Trade and Industry. However, in the 


past couple of years many of the lead- 
ing Western and Japanese firms have 
not only come to live with it, but are ac- 


‘tively pursuing Malaysian counter- 
purchase possibilities. 


Counter-trade, as currently prac- 
tised, is handicapped by the economic 
advantages occurring from converti- 


- ble-currency exchanges. By linking it 


=. > 


with the Asian Clearing Union and 
through multilateralisation, its effi- 
cacy could be enlarged to overcome 
bilateral trade restraints. Transactions 
could be more readily negotiated with- 
out recourse to hard-currency settle- 
ments through international clearing- 
house arrangements leading to in- 
creased trade exchanges among the de- 
veloping Afro-Asian and South Ame- 
rican countries and with the centrally 
planned economies. 

Recent US legislation allows banks 
to set up trading companies which will 
help them meet counter-trade obliga- 
tions. Some 26 of the largest US com- 
panies in the aerospace and electronics 
industries accumulated US$9.5 billion 
in counter-trade commitments from 
1975 through 1981 on sales of US$15.1 
billion. It is clear that counter-trade 
has become a fact of international 
business life. 


€ The exchange of experiences 
by state trading corporations 
from developing countries will 
help greatly in clearing their 
perceptions and formulating 
programmes and strategies 
for increased South-South 
cooperation . . .? 
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PROJECTS 


| Lowering a coach fo the Calcutie Metro: sweeping iraneport problems underground 





On a slow train... 


Construction of India's first underground-railway system is stymied 
by an avalanche of management and technical problems 


By Bachi J. Karkaria in Calcutta 


0: 1 July, a 4.5-km stretch of Cal- 
cutta's long-awaited and contro- 
versial 16.5-km Metro railway was to 
have begun commercial operation. But 
severe flooding in June smashed much 
of the Metro's equipment and pre- 
vented it from opening on time. Esti- 
mates of the loss range from the official 
figure of Rs 7.5 million (US$652,174) 
to Rs 300 million. The opening date 
has been postponed to October or 
November. 

The June deluge, which left 20 ft of 
water in the Metro's tunnels, is only the 
latest of the problems to have plagued 
India's first underground railway. The 
project was seriously considered first 
in the early 1950s, but feasibility 
studies, political lobbying and 
bureaucratic nit-picking took their 
toll, and work did not begin until 1973. 
Trial runs did not start until late 1982. 
Completion dates have been periodi- 
cally put off — the latest is now 1985 
for the 11.5-km phase one and 1987 for 
the problematic phase two. A govern- 
ment source says that phase two is un- 
likely to be ready before 1989. 

Original estimate of the railway 
building cost was Rs 1.4 billion but, by 
1974, the oil crisis had inflated it to Rs 
2.5 billion. And in 1980 this had more 
than doubled to Rs 5.26 billion. The 
whole project is now likely to cost more 
than Rs 13 billion. When fully opera- 
tional the Metro will be able to carry 2 


million passengers a day, but by the 
time it is completed the demand will 
have risen to 7 million. Some 
economists have pointed out that the 
ultimate bill could have financed an 
entire satellite town and taken more 
than just the transport pressure off 
Calcutta. 

The project has been undertaken by 
the central government and funding 
has come from the annual railway 
budgets. Inadequate allocations were 
blamed for the early delays but succes- 
sive budgets have been more generous: 
the 1984-85 allocation was more than 
Rs 800 million compared to Rs 630 mil- 
lion in the previous year. The project 
was plagued also by shortages of mat- 
erials and lack of adequate transport. 
Management has been a major prob- 
lem. In the past 10 years, there have 
been six general managers and as 
many chief engineers. 

Urban planners have chosen to 
sweep Cak ¿s transport problem 
undergroun ause surface develop- 
ment has reached saturation point; 
India's most populated city has the 
least proportion of total area devoted 
to roads — 6% compared to an average 
of 12% for other major centres. Except 
for a kilometre of surface track at the 
two ends and 1.1 km of tunnelling 
through the most congested part, the 
method chosen for building the Metro 
was cut-and-cover because it costs 


(—— 95 ANTUIST 1084 a FAR FACTEDN EPTUPIAII DEVITA 











The Board of Directors announces that the unaudited Group net profit for the six 
months ended 30th June, 1984, after taxation and minority interests and after 
making provision in respect of the Company's share of operating losses incurred by 
its associate in Bangkok during this period, amounted to HK$67,389,499. This 
represents an increase of 1% over r the gait for the eis patus of 1983. 






The fancies baal of ihe. Cc ompany. wil bs dh from 3lst d. 1 
13th September, 1984 both days inclusive. 


Group profit for the first half of. 1984, compared. with the corresponding period ol. 
1983, improved only marginally. The Peninsula Group hotels in Hong Kong 
performed well, but those in Singapore, Manila and in particular Bangkok, continued 
to face weak markets and in consequence keen competition. 


In the People’s Republic of China the Jianguo Hotel in Beijing continued to operate 
very successfully, and a management contract to operate the 1,200-room Garden 
Hotel in Guangzhou, scheduled to open shortly, was concluded in May 1984, The 
Properties Division recorded good results during the period, income in general 
benefitting from higher domestic and commercial rentals following renewal and 
reletting of tenancies. 


it is anticipated that current conditions will continue for the remainder of the year 
and your Directors forecast that, in the absence of unforeseen or extr aordinary 
circumstances, the level of profitability achieved during the first six months of 1984 
can be maintained for the year as a whole. 


Hong Kong, 9th August, 1984 
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ake the Asia Yearbook part of your Review 
ubscription. Simply tick the relevant space in 
Ye coupon below and automatically receive the 
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the Metro further... A | 
On the ground, roads have had to be 
widened to make room for the cut or 
take diverted traffic, electric junction 
boxes have had to be shifted and tram- 
tracks re-aligned. The supervision of 
contractors is lax. Sub-standard con- 
struction materials have been blamed 
for anumber of accidents. — . | 
-There have been so many financial 
.| irregularities that a parliamentary in- 
| vestigating committee commented 
that the Metro seemed keener to 
safeguard contractors' interests than 
its own. The “sacking” of nine contract- 
ors has had a salutary effect. 

To be fair, the reputable agencies 
have done a difficult job with 
exemplary speed and without the 
benefits of sophisticated machinery. 
Their complaint is that, unlike some 
civil-engineering projects, the govern- 
ment has not supplied the necessary 
heavy equipment. 

This problem is unlikely to arise in 
phase two, which is just getting under 
way. Having taken the flak for prefer- 
ring indigenous expertise and largely 
manual operations (except for the 
Soviet-built tunnel) for phase one, the 
central government floated a global 
tender for the formidable 5-km stretch 

| across the problem-ridden old and con- 
gested northern end. 
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"from an iron-ore joint venture 


M t mre a m ee re tien rr iri AI HPIII t ie AY ASI 


After expensive dithering, the gov- - 


ernment recently awarded the Rs 700 
million contract to Taishei of Japan, 
which will work in collaboration with 
the local Hindustan Construction Co. 
Building time is expected to be halved. 
Earlier this year, the Japanese Govern- 
ment awarded a Rs 160 million loan to 
New Delhi for the building of the 
Metro. | 

With the Metro nearing completion, 
the question is who will manage it? The 
West Bengal state government already 
has expressed its reluctance to take 
over an enterprise that is likely to lose 
Rs 20 million a year. How well will the 





By Nancy Langston in Peking 


Wie Australian Prime Minister 
Bob Hawke . suggested to his 


Chinese counterpart Zhao Ziyang in 


Peking in February that the two coun- 
tries should cross invest ineach other's 
mining and steel industries, the 
scheme .was. dismissed“ by many 
observers as unlikely to materialise. 
But the sceptics were proved wrong on 
10 August when, following an ex- 
change of high-level visits to discuss 
the cross-investment scheme under the 
aegis of the Australia-China Iron and 
Steel Industry Joint Study Group 
formed after Hawke's China visit, 
Hamersley Holdings announced a 
feasibility study with China National 
Minerals and Metals Import-Export 
Corp. for the joint development of 
an iron-ore mine in Western Austra- 
lia. i | 

The site of the proposed develop- 
ment is Channar, some 20 km east of 
Hamersley's Paraburdoo mine in the 
Pilbara region, and the aim is to inte- 
grate the new mining area with the 
existing plant and facilities at 
Paraburdoo and the port of Dampier. 
Channar has reserves of about 200 mil- 
lion tonnes of high-grade ore. It is en- 
visaged that production will com- 
mence at an annual rate of 5 million 
tonnes, rising to 10 million tonnes by 
about 1993: -Hamersley is already 
China's biggest individual supplier of 
iron ore. PE 

In China, a feasibility study is hardly 
a handshake for a firm deal. The study 
itself can last years followed by 
lengthy and strenuous negotiations. 
However, just getting to the feasibil- 
ity-study stage in China is usually 
time-consuming and the fact that this 
joint study was signed within seven 
months of Hawke's suggestion is by 
Chinese standards remarkable for its 
alacrity. 

The impetus for the normally cauti- 
ous Chinese is their increasing demand 
for iron ore to raise production of steel 
for the country's modernisation drive. 
Currently China is the world's fourth- 
largest steel producer with output of 





just above 4 lion tonnes last year: 
it ve à ble that figure by the 










three hours a day dt 
partly becauseof ] 
a shortage of ra 
materials, deliv 
ery of which: was 
delayed. by the M | 
country's slow f 
and | inefficient | 
railsystem. .. 
According to 
one Australian 
competitor t 
Hamersley, 
would: be. eap: 
er for the 
Chinese to buy the iron ore at the pre- 
sent depressed price of US$19-20 a. 
tonne than to invest in an iron-ore.. 
mine. Australian iron-ore mines are 
running under capacity at present be- 
cause of the worldwide steel glut. So 
the main appeal of an investment for 
the Chinese would seem to be the op- 
` portunity to latch on to Australian 
technology in iron-ore mining. Al- 
though the feasibility study is a long 


way from becoming a contract, going. 


by past. patterns in such. ventures, 
technology transfer to the Chinese will 
most likely be one of the key sections 
of any agreement. Instead. of buyi ing 
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the technology outright, the Chinese 
would hope to. acquire it along. witha 


| steady stream of high-quality Austra-- 


lian iron ore. 

The prospect should be attractive to 
the Australians as it could provide a 
toehold into an even more ambitious 
project that was part.of the Australia- 
China Iron and Steel Industry Joint 
Study Group agenda when it. first met 
in April: Australia wants to supply 
crude steel to China's coastal steel in- 
dustry. Canberra argues that the 
Chinese could inerease production 
without having! to tieup funds in infra- | 
structure such as. transportation. The 
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to de seriously e economical A 
steel prices are slightlv more co 
tive than those of Australia a a 


» Edna Care 

Eagerness to lock-in Chinese em 
for Australian iron ore has played a 
role in Australia's enthusiasm for t 
joint feasibility study of a major iron 
ore mine in the Pilbara region of West 
, ern Australia. China had asked for a 
received proposals from five.diffe 
Australian companies on the possib 
ity of iron-ore jomt venture iy 
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ompleted until the end Ge this year, 


ore capacity is developed. This will 






w years’ gap could enhance the pos- 


nand. Australia would probably have 
een content to increase exports of 

r ore to China from existing capa- 
sity but has responded in kind to 
*hinese enthusiasm for investment in 
| joint venture. 





hen there will be some lead-time be- |. 


uit the Australian side as the iron-ore | 
narket is presently over-supplied and . 


ibility of balancing supply and de- 


“will be the in 
dia sees the ac a 
















as punta M jer pose as- 
sociated with present over-capacity Or | 
the cost of the investment. Japan, 
South Korea and Europé are major 
consumers at present of Australian 
iron.ore, but Australia sees the poten- 
tial in the expanding demand from a 
keen-to-industrialise China. 

The Channar mine will not require 









high technology, though it is expected 












thus not involving a huge 


that the Chinese will benefit from 
closer involvement in the technology of 
mining and association with the Aus- 
tralian business climate. 
Announcement of the Hamersley- 
China agreement coincided with a visit 
by Hawke to Pilbara, giving him an ad- 
ditional plank on which to base his 
confidence about the future of the Aus- 
tralian iron-ore industry. E 
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future dominates the present 






















i omestic exports continued to roar 
ahead in the second quarter (April- 
2) while imports rose at a slower 
further narrowing the trade gap. 
ie future of the territory remained a 
ic of hot debate and was a major 
of volatility in the local 
arket. 
st rates advanced relentlessly 
od ín response to rising rates 
ites and a strengthen- 
. In fact, downward pres- 
9n the Hongkong dollar became so 
ng in July that it necessitated a 
b rise in local rates to support it. 
local currency dipped briefly to 
$8:US$1 in London in early July 
lowest since it was pegged to the 
enback in October 1983). The 
igkong prime rate was sub- 
uently jacked up by 3.25 percentage 








anwhile, shot up to a record high of 
o at one point before easing. 




















isness, and the easing of rates fol- 
ed an easing of 1997 anxiety. Bar- 





ikely to shadow that of the US, but 
ith rates still maintaining a premium 
over US dollar interest rates. In rela- 
_ tion to other currencies, the Hongkong 
currency remained strong, as it rose on 
its trade-weighted index to 72 at the 
id of July from 68 in April. 

In June, Hongkong-dollar deposits 
ade an about turn, having contracted 
in the previous two months even as 











grow. The June expansion in local cur- 
rency supply took some analysts by 
surprise as there seemed to be no signi- 
‘icant factors to support such a rise. 









- still grew 





to 17%, the highest in more than _ 
| years. Interbank overnight rates, 


e main cause was political nerv- - 








further political shocks, prime rate — 





foreign currency deposits continued to - 


Foreign currency deposits, however, 
at a faster rate at 2.5%. over ii 
May compared v with L 195. for t Hong | 


billion) compared with a 29% rise to 
HK$168.97 billion for local currency 
accounts. 

It is significant that lending to the 
manufacturing sector fell 1.8% in the 
second quarter after a hefty 4% in- 
crease in the first three months. This 
could indicate a slowdown in export 
growth in the next quarter. Govern- 
ment monetary statistics also show 


| that loans to the wholesale and retail 


trade sector rose 2.7% after a decline of 
2% in the previous quarter, while loans 
to the oe sector continued to fall, 

declining by 2.4% after a first-quarter 
drop of 0. 6%. Demand for loans to fi- 
nance residential purchases remained 
buoyant, rising 4.4% compared to 
4.8% in the first quarter. 

Factory order books in April (the 
latest figures available) were well fill- 
ed despite slight decreases in the tex- 
tiles and garment sector. Orders in. 
hand for all industries averaged 
slightly more than four months. 
‘Understandably, the government has 
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been anxious to play up the bright ex- 
port picture. Total exports increased 
nearly 50% in the first half to 
HK$99.88 billion which comprises z 
45% rise in domestic exports to 
HK$62.64 billion and 55% in re-ex- 
ports to HK$37.24 billion. Imports, n 
the other hand, increased 39% 
HK$105.56 billion. The visible Cade 
gap narrowed by more than half to 596 
of the total value of imports in the first 
six months from 12% in the compara- 
ble period of 1983. S 

` The question is how long will the ex- 
port buoyancy last? The US market, al- 
ready by far the largest, accounted for 
some 60% of the increase in domestic 
exports in 1983 compared with 40% in 
1976. The course of the US economy 
t the performance of 
Western Europe. With a massive 
budget defi "US interest rates are 
likely to remain high in the long term. 
For the moment, Hongkong's export 





growth is fuelled partly by inventory 


rebuilding needs in the US, though 
this may be coming to an end. 

A slowdown in trade is likely to 
occur as a result of tightening protec- 
tionist regulations in importing coun- 
tries. Local manufacturers suffered a 
nasty shock recently (REVIEW, 16 Aug.) 
from proposed new regulations cover- 
ing the certification of the origin of 
textiles imports into the US. The re- 
cent slowdown in capital formation in 
the US will pose. a danger to pro- 
ductivity in, the manufacturing sec- 
tor and also, augurs ill for trade pro- 
spects. = 
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Ihis morning, James Wong made a deposit 
in Singapore, arranged an overdraft 1 
Hong Kong and finalized his mortgage in 
all through his Citibank A BC Officer. 
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James Wong's Personal Financial Officer isjust — backed by the world's leading financial organiza- 
one of a team of experts of the Asian Banking tion — Citibank, a subsidiary of Citicorp whose 
Center (ABC) — a network established by total assets exceed 135 billion US Dollars. 
Citibank in Singapore, Hong Kong and San 
Francisco to help individuals and businesses in 
Asia diversify their assets. 


Your Personal Financial Officer at the Asian 
Banking Center can put our network of 2500 
branches and offices in 94 countries to work for 


Each Officer is just a phone call away and he’ll vou. Get in touch with him right away 
tailor a package of financial services — all p ——— MÀ — 
andled in the strictest confidence — to meet | Please send me more information on: 


your specific needs. C] Asian Banking Center Singapore 





Youcan, like James Wong, deposit ina currency | C Asian Banking Center Hong Kong | 
of your choice, arrange for credit facilities, | C Asian Banking Center San Francisco | 
including financing for your mortgage, or you | 

K x P Name: RN IC PEO E LE I vd CR C 
may want to take advantage of our other | 


Address: 00 





services such as gold and silver investments, 
foreign exchange and transfer of funds to any 
part of the world. 
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. ; : Country: NERA I: E SUNT ead RO 
Whatever your choice, you'll have the expertise ; 
of a bank that's been doing business in Asia for | Mail to: Asian Banking Center, Citibank, NA. | 
, , One Sh Way, Singapore O106. Ph S36 ORA 
more than 80 years. And what's more, you're |o PE ee AEN PCR sl 






"SINGAPORE: HONG KONG * SAN FRANCISCO 





© Singapore: One Shenton Way, Singapore 0106. Tek 224-5757 Telex: R822462 CITABC or 268 Orchard Road, Yen San Building. Singapore 0923. Tek 
* Hong Kong: Lee Gardens, 37 Hysan Avenue Causeway Bay, Hong Kong. Tek 5-761341. Telex: 73243 PNE B. 
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Production line with welding robots 


Its name. But the spirit that made Datsun 
"a symbol for advanced automotive tech- 
nology throughout the world will never 
disappear. Because now Datsun is Nissan. 
Fact is, the two have always been one and 
ges the same. Nissan has been Datsun's corporate 
IC for computerized cars Name for over 50 years. The only change 
we ve really made is to give our products their proper name. 
So if you’ve begun to miss the name Datsun, rest easy. 
The spirit that made Datsun 
so great is alive and well and 
living inside every Nissan. 





THE AT&T INTERNATIONAL BUSINESS NETWORK: 


ITM^KESUTI GT E ~--~- EÉ 
A SOUND BUSINESS DECISION. 











Talking business with the AT&T's international audio frequently. A network that takes 
US. on the AT&T Network saves teleconferencing service is cost you everywhere in the US. 
a lot of money. effective, too. And operators to arrange 
First, it's the fastest way. AT&T's operators can put teleconferencing 
Anything that saves time is you in touch with as many as 60 More cost-effective services 
like money in the bank. locations in the US. at one time. for your business from the AT&T 
Next,the AT&T Network goes Which means you can get International Business Network. 


PARIS CHICAGO 





to every phone in the US, everyone you do business with 
no matter how remote the area. coast to coast opener more 

And offers operators, should 
you need help. 

Then there's the fact that 
nothing gets attention like an 
international call. 

And when you get atten- 
tion, you get results.. fast. 

Calling adds a personal 
touch. An informal conversation 
lets you exchange ideas, 
persuade and convince. 


Get a quick decision. 1 po d 
Just the tone of a voice (€ ?” g | SES ZEE A " 4d 
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can set you on the right track. 
You can clear up misunder- 
standings. And you can nego- 
tiate and close a deal before you 
say goodbye. 
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e SHROFF : is now much more. com- 


fortable with the prediction in this. 
year's Where to Put Your Money. fea- | 
ture (REVIEW, 12 Jan.) that Hong- | 


kong's Hang Seng stockmarket index 
will end 1984 significantly higher 
than it began the year — 874.94. That 
is simply because recent statements 
have reduced dramatically the mys- 
tery element surrounding the Sino- 
British negotiations over the future 
of the territory. With a settlement 
now almost certain in September, 
and most of its conditions already 
known, political uncertainty, the 
supreme killer of any market, has 
largely evaporated. And with so 
many sceptics, or one could term 
them, stale bears, still questioning 
the nitty gritty of any agreement, 
there remain plenty of potential con- 
verts to fuel any rally. — 


The market has held its ground de- 


spite inevitable profit-taking after 
the initial euphoria following the 
latest statement by British Foreign 
Secretary Sir Geoffrey Howe on 1 
August. This far exceeded local in- 
vestors' expectations. Helped by a 
two percentage-point cut in the 
prime lending rate to 15% the follow- 
ing day, the Hang Seng Index has 


since shown signs of consolidating 
just above the 900-point level, more | 


than 20% up from the year's low of 
746.02 recorded only in July. This 


underlying firmness indicates a gen- | 


eral reluctance to sell, with turnover 
falling on days of weakness, always 
an encouraging sign. Those traders 
and institutions hoping to get in at 
lower levels may be disappointed, but 
equally, further significant gains 
seem unlikely until after September. 

The bullish argument is that once 
the rules of the new game are known, 
people will realise there is little to be 
gained from continued. neurosis 
about the future and will get back to 
Hongkong's basic precept — making 
money. As for those fence-sitters who 
argue that the future is still not 
"guaranteed," Shroff would only 
point out the obvious, namely that it 
never is, and also that Hongkong’s fu- 
ture has always been at the whim of 
China. So in this sense at least, no- 
thing has changed. 

The other key point is that under 
the present pegged exchange rate for 
the Hongkong dollar, local interest 
rates reflect the prevailing political 
uncertainty. If sentiment improves 
on this front, then the way is clear for 
lower rates and renewed flows back 
into the Hongong dollar. At the same 
time, any sign of a weakening US dol- 


T and a ares at US rates ere in- 
-vestors abandoning Henry Kaufman 





scare scenaries) would only acceler- 


ate that trend, precipitating renewed 


speculation of a revaluation of the 
Hongkong dollar. 
This might sound far-fetched: but 


the lesson of Hongkong is that it 


never does things by halves. If local 
investors. become convinced that 
their way of life is reasonably secure, 
and that they can carry on as they are 
used to up to 1997 with a fair chance 
of being allowed to run their own af- 
fairs thereafter, there are all the in- 


gredients for'a binge of speculative | F 
buying which could conceivably’ 


occur irrespective of conditions in 
other world equity markets. Hong- 
kong is probably alone among major 
world stockmarkets at present in not 
blindly following Wall Street's lead. 
This could make it doubly attractive 
to international fund managers able 
to take a lateral view of "political 
risk," especially if Wall Street's cur- 
rent rally proves no more than an In- 
dian summer. — . 

Perhaps the best comment on the 
post-1997 debate — a subject which 
has attracted as much fruitless specu- 


lation as the local stockmarket and 


racetracks combined could ever gen- 
erate — was made in a recent speech 
by Hongkong Bank chairman Michael 


Sandberg. "Rarely can there have 
been a developnient in international 


diplomacy with quite such a long 
lead-time as the future of Hongkong.” 
€ AS strong a stock as any in pid re- 






Pacific, the ma ke ^s favourite Y 
chip. In one sense, this is surprising, 
as one of the few areas of real 1997 
uncertainty left is civil aviation and 
the position of Cathay Pacific, 71%- 
owned by Swire Pacific. China appa- 
rently is arguing that its flag carrier, 
CAAC, should take over all interna- 
tional routes out of Hongkong with 
Cathay confined to internal services 
within China. That cannot be palata- 
ble for an expanding, commercially 
successful airline like Cathay. Faced 
with the prospect of becoming 
China’s No. 2 airline, Cathay might 
just be bold and go for control of 
state-owned British Airways when it 
is floated, or perhaps more digestible, 
privately owned British Caledonian. 
That would certainly give Cathay 
much more political leverage than it 
has at present. It is hard to imagine 
that the British Foreign Office man- 


darins are over-zealous in defending 


Cathay’s interests | in the present 
negotiations. : 3 
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tional City Holdings A 
from its City Gardens f 
property company has 


Poit 


million) loss for the half-ye 
and cut its dividend. Altho 
write-down of the value: 
land bank was expect 
some surprise at the extent of the p 
visions and their E Mar 


of near HK$600. siillion. K 
This is not good news for t 
investors. who ploughed irito 
shares during the great share | 
in January prior to the anna 
ment:of the City Gardens "sal 
Peking-controlled Ever Bright 
the stock doubled in a matter 
weeks. It also raises the question 
how it will impact on Cheung Kong's 
interim figures. (At the end of 1983, 
Cheung Kong had 32% of ICH.) 
answer must be “ severely" 
that stake has been reduced in 
meantime to below 20%, e 
Lr Ka-shing, chairman of both 
panies, no longer to equity ac 
ICH as an associate. 

“That option — to stop equity àc- 
counting — has been taken by: Hor 
kong Electric, which has a 34.695. 
stake i in ICH but n no mana emen con 








it will only account for ICH divide 
| paid in its profit-and-loss account. 
The reason given by the Electi 
board is that it is "unable to exerci 
significant influence over ICH's fi 
nancial and operating policy deci- 
sions.' à 
Whatever the interpretation, one ds 
left asking again what Li is upto. One 
answer could be simply that with 
Cheung Kong having already made: 
its own conservative provisions. in re« 
cent years, Li is now doing the same. 
with ICH. If so then this shows the: 
advantage of flexibility in having. 
more than one quoted vehicle. Alter- 
natively, could Li be planning to: 
buy out the balance of ICH usi 
Hutchison Whampoa's cash? Th 
would certainly explain the 
cent management upheaval at t 
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REVIEW DIAGRAM by Frank Tam 


The price of freedom 





J 
sid Hikaru Kerns in Tokyo 


he piecemeal changes seen so far in 
Japan's financial system have left 
both Japanese and foreign companies 
. wondering about the eventual impact 
jon existing institutions. Japanese fi- 
ancial authorities, while committed 
to the principle of liberalisation, or de- 
. regulation, appear in no hurry to bring 
about the kind of freer environment 
that has transformed the practices of 
banks and securities houses in the 
ntes States. Yet it appears now that 
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t | By Peter Vander Zaag in Manila 


K. "T he potato has become an important 
food crop in Asia, where rice is a tra- 
. ditional staple. Between 1965 and 1980, 
. production of potatoes in the region in- 
creased 59%. China and India are 
b among the five largest potato-growing 
— countries in the world, each producing 
. more than 10 million tonnes annually. 
|. The potato produces more calories 
2 and protein from a fixed area in a given 
. time than any other food crop. It does 
this on less than 25% of the water re- 
quirement of rice. This allows utilisa- 
tion of otherwise fallow paddy fields 
during the dry season for potato pro- 
r duction. 
A A recent international workshop 
. sponsored by the International Potato 
Centre (CIP) of Peru and the Vietnam- 
ese Government showed scientists 
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One potato, two potato 


| A lowly tuber could ease Asia's food shortage, 
i especially using new growing techniques 


-Liberalisation seems certain to push up the cost 
of money for Japan’s financial institutions 


even the tentative and cautious dereg- 
ulation already announced will es- 
tablish a level of competition with far- 
reaching consequences for financial 
enterprises connected with Japan. 
One key element is interest rates — 
when and by how much will they be de- 
regulated so as to reflect market condi- 
tions? A recent report by Sumitomo 
Bank asserts that as a result of liberali- 
sation, about. half the domestic funds 
in Japan will probably be raised in the 





from Asian, South and North Ameri- 
can countries some sophisticated 
techniques i in potato cultivation, one of 
which — in vitro cutting, or cutting in a 
controlled environment — promises to 
eliminate crop disease, cut production 
costs and add 6 million tonnes to the 
world's food supply. 

Obtaining quantities of clean plant- 
ing material has been a major barrier 
to increased potato production in 
many developing countries. Seed- 
tuber multiplication is slow and dis- 
eases increase with each multiplica- 
tion. Developing countries frequently 
depend on new seed stocks from tem- 
perate developed countries each year. 
Numerous attempts to establish West- 

ern-style seed programmes in develop- 


ing countries havafailed because of the 
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money market, or will carry market in- 
terest rates within the next few years. 
The new liberalising measures di- 
rectly affect only large-denomination 
deposits, but if deposits of ¥10 million 
(US$41,410) or more are defined as 
large deposits (a definition not yet de- 
cided), about 40% of Japanese city- 
banks’ time deposits would be deregu- 
lated overnight. Sumitomo says gener- 
ally that “it now seems almost certain” 
interest rates will be deregulated “toa 
remarkable extent” in the near future. 
Liberalising interest rates on small 
deposits is still not on the govern- 
ment's agenda, but it is assumed that 
pressure to deregulate downwards 
from larger denominations will grow 
because depositors increasingly will 
seek higher returns and abandon low- 
yield deposits. The larger Japanese 
banks also are in favour of introducing 
a Treasury Bill (TB) market by public 









high cost and high level of sophistica- 
tion required. When neither of these 
two requirements is met, yields drop 
rapidly. 

Tissue culture or the process of 
rapidly multiplying any part of a plant 
in a test tube has been a significant 
breakthrough. This process has been 
particularly useful in the Dalat area of 
Vietnam, where potatoes have’ been 
grown since 1910. In recent years, 
farmers in the area were discouraged 
by their blight-ridden and low-yield 
European varieties. To help solve the 
problem, the Centre for Experimental 
Biology requested new genetic mat- 
erial from the CÍP, which in 1980 sent 
16 varieties to Dalat for evaluation. 
They were multiplied using test-tube 
cuttings to provide plantlets for field 
evaluation and seed-tuber production. 
Three of the clones stood out for their 
resistance to late blight and yielded 
more than 25 tonnes a ha. 

Based on these preliminary results 
and farmer demand, a rapid-multipli- 
cation approach was developed for 
farmers to provide plantlets to com- 
mercial growers. This was the first 
scheme of its kind to be adopted b 
farmers pA iei in the world. | 
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level of en d de sits 


This means ; that foreign so 
ableso far to gain access to: cheap retail 
bank deposits and with little prospect 
of developing or acquiring a retail sys- 
tem in the future — will be in a less dis- 
advantageous position in the: funding 
side of the business. 


‘Foreign banks presently must pay 


market rates for virtually all funds, 
while Japanese banks have a much 
lower average cost of funds partly be- 
cause of regulated low-interest retail 
deposits. While the Japanese are ex- 
pected to maintain access to a degree of 
low-cost funds unavailable to foreign- 
ers, the disparity will PEENI not be 
as obvious as before. | 


ihe liberalisation d ihe financial 

sector will not seriously weaken the 
competitive position of. Japanese 
banks vis à vis foreign banks in. many 
areas. Industry experts point to con- 
tinued Japanese banks' advantage in 
lending to Japanese companies, whe- 
ther domestically or overseas, due to 
established relationships; 


and practical obstacles to foreigners | 
taking over Japanese financialinstitu- | 
tions, and the lack of foreign expertise 





Simplicity, low costs anda fast multip- 


lication rate were the main factors | 


necessary for adoption of a tissue-cul- 
ture programme. Farmers would ob- 


tain two or three test-tube plantlets of - 


a desired variety from a station and 
multiply them in test tubes monthly, 
maintaining them in their homes. 

After a month, the .test-tube 


plantlets are cut into single-node units © ‘ 
and either re-rooted in vitro.or rooted . | 


in sand beds at a density of 1,000 cut- 
tings a m?. Plantlets form roots in five 
days. After 14 days, the first harvest of 
cuttings from the apex (apical cut- 
tings) is taken when the leaves are still 
at the juvenile stage, followed by 
weekly.harvests up to eight months., 
The apical and auxiliary bud cuttings 
from the sand bed are rooted in beds of 
aggregate sub-soil and manure at a 
50:50. ratio, also at the same density. 
After these are rooted, weekly harvests 
of apical and auxiliary cuttings are 


taken for five months. These are then | 


potted in a similar sub-soil and man- 


ure mixture contained in 3 x 5-em. E 


banana-leaf pon with open ‘bottoms. 
, they: | 


Japan will make the competitive envi- | 
ronment more severe and hence busi- 
rele failures o. less. efficient fi- 


the legal | 


The lifting of financial regiitatiohs in 





| in 1197 1: so far has M xa em esiablished to 
the absence of any banking crisis; but 


it is suggested that more funds be made 


available to the insurance system and. 
that, moreimportantly, greater powers 


be given to authorities to enable rescue 


that we are acting as the dealer 
in the offering of commercial paper for 
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over whether to libe: "ali 
up of Japanese and i 
tions. Instead, the div 
the big institutions, wh 
or foreign, on one side ur 
changes — and the sm 
enclaves such as regio 
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for 1 ha in eight months. 

Commercial growers can place orders 
with the multiplication centre of their 
choice. Preparation time varies from 
one to five months depending on the 
variety. The plantlets are sold at 0.5 of 
a US cent each to commercial growers. 

The rapid-multiplication centres, 
established by 10 farmers in mid-1981, 
are owned and operated by small farm- 
ers who use about 0.01 ha of land 
around their houses for cutting and 
dips production and use their 

itchens and living rooms for the in 
vitro multiplication. Each family can 
produce 20,000 transplants a month. 
According to the centres, 5 million 
plantlets were sold to growers from 
October 1981 to October 1983. This 
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Cultivating India's potato crop: utilising fallow paddy. 


supply, together with those distributed 
earlier and the small seed tubers, have 
resulted in 500 ha planted with the 
three new varieties introduced by 


Battle stations 


Hongkong’s textiles industry begins to hurt even 
before new US trade restrictions take effect 


By Paul Sillitoe in Hongkong 


H ongkong is already hurting from a 
United States decision to clamp 
additional restraints on imports of tex- 
tiles and clothing, well in advance of 
the 7 September date for actual im- 
plementation of tough new country- 
of-origin rules (REVIEW, 16 Aug.). 

Cancellation of orders — mainly of 
knitwear, the category most affected 
by the US measures — for the crucial 
winter season already has taken place, 
though apparently on a relatively 
small scale. However, this could snow- 
ball. Kenneth Pang, chairman of the 
joint committee of Hongkong knitwear 
associations, said "numerous" of its 
200 member firms had been advised by 
US importers either to rush shipments 
ahead of the September deadline or 
face cancellation. Ultimately under 
threat are knitwear exports worth 
some US$280 million annually, almost 
15% of Hongkong's total textiles ex- 
ports to the US. 

Some banks in Hongkong have 
started to restrict access to letters of 
credit by smaller knitwear manufac- 
turers — those most likely to go under 
as a result of an effective ban on the ex- 
port to the US of sweaters assembled in 
Hongkong from panels knitted in 
China, where wages are as little as a 
fifth of those in the territory. 

The degree of US opposition at all 
levels to the country-of-origin clamp- 
down has surprised the administra- 
tion of US President Ronald Reagan 
and could result at least in a postpone- 
ment of the 7 September cut-off date to 
allow for discussion of some modifica- 
tion of the rules. One strong card is 
being played by senators from grain- 





producing states who argue, perhaps 
persuasively, that implementation of 
the new measures could invite retaliat- 
ory action from China, where some 
50,000 jobs could be lost as a result of 
the origin rules. (The Chinese halted 
more than US$400 million worth of 
grain purchases from the US in 1983 
following a unilateral American move 
early that year to restrain imports of 
Chinese textiles products.) 

A Hongkong delegation was to put 
its case to the US Government on 20-21 
August following preliminary talks on 
10 August. Meanwhile, Hongkong's 
Trade Commissioner in the US Wil- 
liam Dorward has been lobbying hard 
behind the scenes, while several Hong- 
kong groups are preparing 
united protest action which 
may not stop short of the 
courts — the joint committee 
of knitwear associations has 
set up a fund to cover legal 
expenses and has hired an 
American lawyer. Several 
major US importers, too, are 
threatening suits. “The forces 
against the regulations are 
coalescing," as Hongkong's 
acting Director of Trade 
Michael Sze put it. 

Clearly there is room for 
modification of the country- 
of-origin rules (indeed, some 
US officials have suggested as 
much). Such rules aim, legiti- 
mately, to prevent fraudulent 
shipments. But as presently 
configured they in effect 
throw doubt on the admissibi- 
lity of any shipment by stating 





the CIP within a short time. Farmers 
in Vietnam now use a combined 
programme of in vitro cuttings and 
tubers. 


that relatively minor manufacturing 
processes do not confer national origin. 

For example, it is not entirely clear 
at this stage, either here or in 
Washington, whether the rules are to 
be discriminatory or non-discriminat- 
ory in application. This is an important 
distinction because, while it is clear 
that the rules are aimed primarily at 
China and Hongkong (and are in viola- 
tion of standing bilateral textiles- 
trade agreements with them), if they 
are to be applied on a non-discriminat- 
ory — global — basis there are sure to 
be protests from the US' industrialised 
trading partners, which do not have 
bilateral restraint agreements but 
which presumably would have to com- 
ply with the immensely cumbersome 
declaration procedures currently 
planned. 

Moreover, under a non-discriminat- 
ory regime, presumably there would be 
nothing in the letter of the law to pre- 
vent Hongkong manufacturers, for 
example, having panels knitted in a 
European country (some of which offer 
substantial investment incentives), 
made up in Hongkong and shipped to 
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Research programme could 
provide the answer to 
dry-season crop production 


he International Potato Centre 
(CIP) was established as an au- 
tonomous non-profit-making scien- 
tific institution in. Peru, where the 
potato is said to have originated. CIP's 
purpose is to develop and disseminate 
knowledge on the greater utilisation of 
the potato as a basic food. 
The CIP obtains funds from interna- 





the US labelled as being of European 
origin — an expensive process (and one 
which would make a nonsense of the 
origin rules), but a lot less expensive 
than tooling up the entire Hongkong 
knitwear industry in the face of an un- 
certain political future and against the 
grain of Hongkong industry's trend 
up-market and away from basic pro- 
cesses. 

Indeed, this is the nub of Hongkong's 
problem. Whatever compromise might 
emerge from Washington over the next 
few months, it is probably unrealistic 
to expect that the origin rules, elec- 
tion-year tool or not, will be entirely 
wound back. Equally, though, some in- 
dustrialists here view as unrealistic sug- 
gestions that Hongkong could "bring 
home" panel knitting from China. 

The labour-cost factor alone would 
require that factories automate. But, 
as Fang explained, automatic knitting 
machines can limit manufacturers' 
ability to swiftly alter styles and pat- 
ternsto meet rapidly changing demand 
at the upper (fashion) end of the mar- 
ket. This is precisely where Hongkong 
has been forced, by quantitative re- 
strictions on its clothing exports, to de- 
velop its greatest strength, substitut- 
ing value-added for volume and carv- 
ing a niche at the expense of indus- 
trialised-country competitors by of- 
fering flexibility at relatively attrac- 
tive cost. 
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research aimed at making | 
duction more economical veer. 
ally poor farmers of the developing 
world. Strong regional programmes 
with 20 scientists exist in tropical 
countries — tht headquarters for 
South Asia is in New Delhi, and for 
Southeast Asia in Los Banos, Philip- 
pines. The regional programmes deve- 
lop research capabilities through 
training and technology transfer. 
Inter-country flows are facilitated 
through workshops and training. 

In Asia, the CIP has provided im- 
proved genetic material as potential 
varieties and breeding lines. Storage of 
seed potatoes has been improved by 

















Bank of America 
National Trust & 


| . re ae 


in P "ert und : "ta king 
ig Boles oro’ 






This announcement appears as a matter of record only 


LEIGHTON 


Leighton Holdings Limited | 
US$50,000,000 


A multipurpose package providing funding 

and bonding facilities in support of the group's 

international construction and 
contracting activities. 


July 1984. 
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Fay ier weight loss ^ ne CIP als 
has developed alternative | 
potato production using true potate 
seed from the flower. It has also x= 
perimented with rapid-multiplication 
techniques ene tissue culture and 
leaf-bud cuttin E 
These meth ii 2 tonnes of po- 
tential food per ha because farmers ca p 
eat or sell tubers rather than plan 
them. True seed costs less than 10% oi 
tuber seed. The CIP is Mere 
lowland potato production during th 
dry season when rice-growing is les: 
productive. There is limited scope f ‘0 
potatoes to expand in the steep h 
land areas. — PETER VANDER AN 
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formation i is proving as exempt from. 
official censure as that of big-fish Li 
Ka-shing and Wang Guangying over: 
ternational City Holdings (REVIEW, 
6 July). 

In late June, UIC. announced à. 
1K$220 million (US$28.21 million), 
id for Tai Sang, a medium-sized 
property company with a none too 













2 asset portfolio and moderate debt. 
rmal offer document went out on 
ly. Then the nonsense started. Tai 
uld have responded w 
t four days before the eadline 


ipany. 
HKTI did not give a reason büt it is. 
ul med that their view of 


Iders did not conform to thein-- 
as perceived by the majority of. 
-14-member board, almost all of 
om are from a family called Ma. In: 
( of SHKI came Fan, Mitchell & 
-a little-known firm of accountants. 
no known previous experience in 
orate finance or takeover work. 





extension of response time, a con- 
ation which was greeted by what 


naturally expected a document mak- 


event, 


| that no advice was necessary. 


need to consider its merits. 





L e eal oeni of Hongkong ang 


parkling profit record but a reason- | 
























hdrew as financial advisers to the I" 
à | justify. it with a few facts. But board 


interests. of Tai Sang . 


'he Securities Commission granted 


n best be described as an obscene 
gesture from Tai Sang. Shareholders 


ing a recommendation and providing 
ie facts and reasoning behind it and 
supported by the independent opinion 
of the new financial advisers. What 
_they got was a derisory document from 
Tai Sang and Fan, Mitchell. The lat- 
ter's lack of experience was, in the 
immaterial as both directors 
1d financial advisers took the view 


«The board said that shareholders. 

presenting more than 50% of the 
shares, had given “irrevocable under- 
takings" to the board not to accept the 
X6fer. There was no possibility that the 
offer (conditional on 5096 acceptance) 
juld succeed. Thus, it argued, with 
the backing of its newly acquired ad- 
viser, that the offer would automati- 
cally lapse and therefore there was no 


. The board and the advisers declined | 
to make any recommendation on the. 


dis and also declared that it was not 
necessary to carry out a revaluation of 


“the company's assets. Nor did they feel 
if necessary to give any profit forecast. 
;|,In a.gesture towards the information 
"requirements of Hongkong’s Takeover 
1 Code they published some of the basic 
data, from the 1983 accounts of Tai 
‘Sang — but omitted the auditors qual- 
 ifications to them which indicated that 
|.net assets might. be overstated in the 
| books. 


: None of this behaviour by Tai Sang 


,ahd.the firm appointed as advisers to 
‘the company (not to the board) has 


drawn even a whimper of criticism 


from the Securities Commission or the 
takeover panel. This was surprising as 


he Takeover Code requires, inter alia: 
board rejecting an offer "must ex- 
n its decision to its shareholders.” 
Tai Sang board has officially de- 
;to advise shareholders of what 
ction to take — they might have to 


| “of shares said to be committed to op- 
“pose the bid) have made their own re- 
“jection — for whatever reasons — clear 


enough. The code requires directors of 
offeree companies to reveal whether 
they intend accepting an offer. Tai 
Sang’ s is silent on this point. 

The code also requires that in the 


| interests of its shareholders, a board 
must "seek competent independent 


àdvice." If SHKI were forced to resign 


because they were too independent for 


the liking of the board, shareholders 
should be told. The board also needs to 
explain why SHKI was replaced by a 
firm of accountants with no proven ex- 
perience in this field, and with little to 
lose by way of reputation as takeover 
advisers in the event of being censured 
by the panel. 

The code further enjoins offerees to 


curacy and fair presentation" in com- 
munications with shareholders, par- 
ticularly in regard to asset valuations. 
Tai Sang's response document may not 
be inaccurate but is so short of facts 
that it can hardly be said to be a “fair 
presentation." 


further disturbing element is the 
form of the "irrevocable undertak- 
ings" given to the board not to accept 
the bid. How long are they for? Do they 


make any provision for an increased 


offer? And were those who gave them 
privy to information not available to 
shareholders at large? 





maintain the “highest standards of ac- 


-. UIC may have been ill-advised to | 
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UIC building a rebuff. WENDY FORDYCE 
takeon a company d family loyal- 
ties and directors’ interests run strong, 
ich has been in legal battles be- 
jt m shareholders. Tai 

























































non-family fe cide Tae been 
contemptuously treated, with the con- 
nivance of the authorities: All of which 
may be good knock-about stuff. Ex- 
cept for the fact that many of the same 
Mas at Tai Sang Land are also on the 
board of a licensed bank, Tai Sang 
Bank. | 


» Lincoln Kaye writes from Singapore: 
After touting | its bid for Tai Sang m 
as a timely "vote of confidence" 
Hongkong (REVIEW, 5 July), UIC | is 
starting to have second thoughts about 
the territory. Company sources now 
feel that Tai Sang's controlling Ma 
family engineered the UIC rebuff by 
shareholders (only 3% of whom have 
accepted the offer so far) while Hong- 
kong regulators stood by impassively. 

Just after the initial 6 August expiry 
of the offer, UIC's lawyers filed a letter 
with the territorys Committee on 
Takeovers and Mergers protesting Tai 
Sang's alleged infractions. The offer 
has been extended to 24 August, by 
which time the Singaporean suitors 
hope for a full-scale regulatory investi- 
gation of the affair, which they are 
confident will nudge the needed 23% 
na Sang's shareholders onto UIC's 
side. 

Shareholders never really had a 
chance to take advantage of UIC's 
HK$2 a share offer, the suitors charge. 
Tai Sang sandbagged the bid by giving 
out word through Hongkong press re- 
ports that the Mas had "irrevocable 
undertakings" from more than 50% of 
the shareholders not to sell. Minority 
shareholders, Aog the game Was o 
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; in English and Chinese provides a company 
copies of business licence and certificate, scope of trade and registered capital of the ind 
corporation. Through the company profile, the actual business activities are descri! 
supplemented with names and titles of key executives and pictures of major products anc 
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or all licit corporations. It is completely de- - 
_pendable, and well documented, presenting re: 
liable information and data for China's soc 
J economic construction. It further serves as 
. valuable reference source for those involved 
the study of Chinese economy. 
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‘sources together to develop trade opportuni: 
and economic prowess. These corporat 
d companies form the core of t 
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_ enterprises and are instrumental in the ir 
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ing of foreign technology and equipment, 
in the development of foreign economic re! 
tions and trade. | 
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cipal bone of contention between UIC 
and Tai Sang chairman William Ma. If 
the undertakings were not as firm as 
they were presented, the UIC argu- 
ment goes, the investing public has 
been tricked. If, on the other hand, Tai 
Sang's management. had indeed sec- 
ured ironclad promises not to sell, that 
suggests that certain shareholders had 
been selectively approached, to the det- 
riment of others. UIC wants to know 
what consideration was offered in ex- 
change for these undertakings. 

UIC had reportedly hoped to 
‘capitalise upon rumoured splits within 
the family. But if the no-sell undertak- 
ings were exacted strictly upon lines of. 
family loyalty, Ul Sources submit, 


Sanyo boosts vilis 


Consolidated sales of Japan's Sanyo 
Electric, a maker of electric and elec- 
tronic appliances, reached a record 


high of $643 billion (US$2.6 billion) in - 
the six months ended 31 May, up 28% . 
over the comparable period of 1983. 


Net income rose 42% to Y20.5 billion. 


VTR and office automation equip- 


ment sales were notably brisk. Ex- 
ports of home appliances did fairly 
well. Overseas sales rose 35% com- 
pared to domestic sales which rose 
16%. The company predicts sales of 
¥1.35 trillion for the full year and ex- 
pects the favourable trend to con- 
tinue. — HIKARU KERNS 


Hotel profits barely up 


Hongkong and Shanghai Hotels re- 


. ported net profits for the six months | 


ended 30 June up 1% at HK$67.4 mil- 
lion (US$8.6 million) after providing 
for the company’s share of operating 
losses incurred by an associate in 
Bangkok. Directors said the Peninsu- 
lar Group hotels in Hongkong per- 
formed well, but those in Singapore, 
Manila and, particularly, Bangkok 
continued to face weak markets and 
keen competition. 

In China, the Jianguo Hotel in Pe- 
king continued to operate success- 
fully and a management contract was 
signed in May to operate the 1,200- 
room Garden Hotel in Canton, which 
is due to open soon. Directors de- 
clared an unchanged interim di- 
vidend of 30 cents a share. | 

— A CORRESPONDENT 


ICH loses heavily 


Hongkong property company Inter- 
i5 national City Holdings reported an. 
E ite d net loss for the six months. 
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the “foreseeable future,” Li said. 
—A CORRESPONDENT. - 


As for Tai S. ng's reply document, 
the UIC complain t argues, it is far too 


little and weeks too late. It amounted - 


to no more than a rehash of the 1983 
accounts. And evén this perfunctory 
reply was not mailed out on its pur- 
ported issue date of 1 August (a full 


two weeks after the initial bid), but |. 
rather two days later; on a Friday af- 
ternoon. This assured that many share“ 


holders did not see the reply document, 


the offer was originally due to expire.. 
Yet, when. UIC’s representatives 







such as it was, until virtually the day "y 


— 


complained to the Securities Commis- 


sion, they were assured by.T. M. Ro- ]- 


gers, secretary of the Takeovers Com- 
mittee, that “the [rad Sang reply} 


of HK$372.1 million for the diminu- 
tion of land values in its property 
portfolio. In addition, there was an 
extraordinary loss of HK$136. 5 mil- 


i 


lion owing to the provision for di- | * 
minution of land values in fixed as- | 
sets, making net losses after extra- | 


ordinary items of HK$458.3 million. 
Profit before the exceptional items 
was HK$51.5 million compared to 
HK$132.97 million in the previous 
six months. There was a loss per share 
of 9.2 cents. Directors set no interim 
dividend in view of thelosses. . 
Chairman Li Ka-shing noted that: 
the property market had resumed its’ 
downward trend and was unlikely to | 
recover strongly in the near future. 
Against this background, it was con- 
sidered appropriate to make certain 
provisions. If market conditions re- 
mained depressed the group may not 
be in a positon to pay a dividend in. 


Atlas in the red 


Atlas Consolidated Mining & Deve- 
lopment Corp. of the Philippines suf- 
fered a reversal as metals prices de- 
clined and peso devaluation became, 
at most, a neutral factor. It incurred 
net losses of P55.6 million (US$8.6 
million) in the second quarter erided 
June, in contrast to net income of 
P42.1 million in the comparable 
period of 1983. On a Jan.-June basis, 
1983's P92.2 million net income was 
swamped by this year's P301.3 mil- 
lion net loss. 

Company president Harry Toelle 
said that while devaluation increased 
the local-currency - proceeds of 
foreign exchange earnings, it raised 

de 


| S$140 million (US$! 


| 
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ling of the Singapore d (d 
group's earnings would have b 


with the rest ascribed to sr nailer: 


. | dividend from 4 
iuina a 


ELE 
TE 
aiiin anann ainiin iyirimi amd enim m rire e A A a AARAA SEAL A amaaa aaa Aa 











Rule of thie eade which they elaji 
been breached "in letter or Spirit. T 
-Eor its own part, UIC's "sque 
clean" image as a "quasi-govet 
tal" company (with 17% of: 
State owned and an additional 10° 
the hands of chairman Dennis Le 
brother of Singapore's prime mini 
compels it to walk the high roa 
.Sourees say: "We can’t directly 
proach selected shareholders." . 
ulatory intervention, however bela ed 
is the takeover bid's last remai 
hope of success. | 































































ment would take place, the pri 
the metals had already botiome 





crease in group : 


revenues that were up 596 to” 
billion for the year ended 31 V 
Group expenditure rose only 3. 
$$2.7 billion, reflecting cost-ei 
measures instituted i inanticipat 
slower business expansion over 
balance of the 1980s. 
Without a foreign exchange loss 
S$166 million due to the stren 


even stronger. The airline 
accounted for 88% of profits, 93% 
revenues and 98% of expi 





sidiaries. The group's paym Í 
the government (which holds m: st : 


lon. up 11 % from the previous year. 
! ~ LINCOLN KAYE | 


s lights up 


Investilient income and improved 
management helped cigarette manu: 
facturer Rothmans of Pall Mall (Aus. 
tralia) overcome declining sales to 
produce a 22% increase in profit to. 
A$38.49 million (US$32.34 million) 
for the year ended 30 June. | : 
Rothmans’ rival, Philip Morris 
earlier reported a 30% ine 
pre-tax earnings to A$44.32 
for the same period, with results re- 
portedly boosted by increased mar- 
ket share. Rothmans' result has. 
meant the company could lift anim 
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o d No: period despite unfavourable cor- 
orate and trading news. Sentiment was sup- 
ported by anticipation over a further cut in in- 


dex put on nearly 23 points ‘to close the period 
926.39 while: daily average turnover was 
HK$155.4 million (US$19.93 million). Investors 
were initially shaken by news of a United States 
oposal to tighten import restrictions on tex- 
files (Hongkong's lifeline) but soon recovered 
heir composure. A boardroom reshuffle at 
Whampoa was largely discounted as 
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"trading average for the holiday- 





.54 million) while the Book Club Index 
.0.18.of a point up at 118. 14. 











zm re es a rise. e initials but they. plunged 
EAE before doe on a firmer 









m Cars chips attracted. Some interest to- 
the end of the LA pu The Nikkei-Dow 








y ortened did nearly half the gains of the 
evious ebullient fortnight. Frasers Industrial 
dex closed at 5,114.94, down 323.76 points. 
olume, which had ended the previous period at 
an all-time high, declined daily to wind up much 

ore in line with the sluggish levels that have 
characterised this summer. Daily turnover aver- 
aged 21.5 million shares. Bearish factors locally 
iso depressed sentiment. They included a cauti- 














ee Kudn Yew's National 1 Day speech, less-than- 
rousing interim results for some of the Big Four 
banks, and regulators' removal of the overheated 
‘an: Electric from thesettlements market. 












After a heady final day in 











WO; The market extended dad | 





rest rates in the near term. The Hang Seng: 


nterim loss reported by Interna-. 












managed to improve, albeit slight- 
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AUSTRALIA: Sharemarkets paused for breath 
on the last day of the period after a week-long 
bull-run which led to an inevitable correction 
and reduced prices. But underlying bullishness 
remained, sustained by good buying support 
from local institutions and continued overseas 
interest, particularly in big names such as BHP 
and Santos. Resource stocks led the rises when 
the market benefited from a strong Wall Street. 


Trading on.13 Aug. hit a lull, pending a Wall 


Street lead, though turnover held at a good level 
of A$44.8 million (US$37.65 million). Major in- 
dices shed several points that day, wiping out 


| earlier gains. The Australian All- Ordinaries 


Index fell 2.8 points to 734. 


. NEW ZEALAND: Renewed selling pressure 2 


turned the market downwards again and forced 
the index. below the 1,190-point level for the 
third time. Rising interest rates and uncertainty 
about policies that the new government will 
adopt have unsettled local investors, though 


there has been some overseas interest folios 1 


the currency adjustment. 


SEOUL: Trading recovered from a brief lull, 
with a daily average running to 16.73 million 
shares, up 3.78 million shares from thé previous 
period. But the composite price index fell 1.47 
points to close at 135.13, which was still close to 
the year's high of 137. 23 achieved at the begin- 
ning of August. Trading and tyremakers' shares 
increased 6.02 and 6.34 points, respectively 
while oil-related stocks continued to draw mar- 





ket attention, buoyed by reports of good pros- | 


pects for a South Korean oil drilling project in 
North Yemen. Lucky-Gold Star shares rose to 


Won 600 (75 US cents), gaining Won 77 E 


the period. 


MANILA: Due mainly to give-away sales, the 
market. managed to move a slightly bigger turn- 
over of 161.29 million shares worth P10.13 mil- 
lion (US$562,833). Losses outnumbered gains as 
poor first-half results for Atlas were com- 
pounded by discouraging metals news and con- 
tinued silence on an important oil drill-site. The 
mining index fell 22.94 points to 934.09 while the 
commercial-industrials index eased 1.84 to 
115.96 points. 


TAIPEI: the stock exchange seemed to be hold- 
ing on to gains made in the previous period until 
the last day of trading when prices plunged and 


the weighted price index lost more than 18 points | 


to close at 905.38. Most analysts attributed the 


steep one-day fall to jitters over the rising value ] wa 


of the Taiwai 
year hig 


currency, which recently hit a two- 







tae the central bank dern take 


jst analysts believe the market rally will 
remain almost entirely influenced by overseas 


trading against the US dollar. In- | 
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Aust. All-Ordinaries index _ 

? Aug. 728.4 

8 Aug. 729. 

9 Aug. 727 ; 

10 Aug. 738: 

13 Aug. 7344 

Change on week -0.38* 

i1i3Aug. “change ^X 
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Amati 3.64 £25 51 
Ampol Exploration 2.90 té 34 
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ANZ Bank A R3 -20 8 
Australian Cons. tnd. 1.93 “OS F 
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Santos 621 +49 Lg 
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. Western Mining 3.58 +50 DE 
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Hang Seng Index 

7 Aug. 885.49 
8 Aug. 894.13 
9 Aug. 901.16 
10 Aug. 925.70 
13 Aug. 926.39 
Change on week +2.54% 
t3Aug. ‘change % 

HKS onweek — yleh 

Associated Hotels 0.25 zn € 
Mias ind 4.00 -— 18 
Bank of E.A. 20.90 +? 2 3.1 
Cheung Kong 8.10 «33 5.6 
China Light 12.60 +16 48 
Conic 0.35 -$4 8.6 
Evergo 2.20 “43 8.2 
FE. Consortium 0.35 $23 s 
FE Hotels 0.58 +74 6.0 
First Pae Holds 2.70 +325 185 
Grand Marine Suspended — Lun 
0.28 -3.4 — 
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Nikkei-Dow Jones Average 
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8 Aug. 
9 Aug. 
10 Aug. 
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Change on week 
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Ajnomoto 
Bridgestone Tire 
C. toh 
Cains 
Canon 
Citizen Watch 
Daiwa House 
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Fuji Photo Fim 
Fujitsu 
Heiwa Real Estate 
Hitachi 
Honda Motor: 
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Kao Soap 
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. Kumagai Gumi 
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_ 10,313.63 
10,247.12 
10,290.36 
10,375.93 
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Uninhibited 
“I'll always remember that evening in 

the Jayakarta Grill. From the moment | walked 
in, | was really pampered and made to feel 


special." 
Vice President — San Francisco 





There's nothing self- restaurants. With superb, 
conscious about Indonesian X unstinting value. 


hospitality. It's warm. Natural Its where you'll feel 
Uninhibited. at home. And it makes a 
And, at the unique very welcome change. 


Hotel Sari Pacific, it's 
quietly matched by inter - 
national standards in 
everything we do. 

Right in the heart of 
lakarta’s Central Business 
District. With 500 spacious, 
airconditioned rooms, first 
class comforts, luxurious | 
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TRAVEL 


The tastes not 
SO good 


| A Taste of China by James Ballingall. 


John Murray. £9.95 (US$13). 


B allingall's book is one of the first re- 
ports from the great number of 
travellers who have taken advantage 
of China's increasing readiness to 
admit tourists on individual visas. On 
his visits to China in 1981 and 1983, he 
experienced the well-known frustra- 
tions of dealing with Chinese officials 
and hotel staff who are still unsure 
how to handle foreigners without the 
usual escort of guides and interpreters. 
Ballingall was further handicapped by 
no knowledge of Chinese, and incom- 
patible travelling companions. 

Those parts of the book that concen- 
trate on these aspects of his experi- 
ences are quite readable, though they 
tell us little about China. Unfortu- 
nately, Ballingall interweaves his 
travel story with obtrusive and inaccu- 
rate historical summaries, and reflec- 
tions on the character and culture of 
the Chinese which are often mislead- 
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Mao's mausoleum: no Red Guards. ' 


— 





ing and occasionally asinine, such as 
referring to the Red Guards as the Red 
Brigades, and to the People's Libera- 
tion Army troops outside Mao's mau- 
soleum as Red Guards. 

The book is badly edited throughout. 
Most conspicuous is inconsistent and 
incorrect romanisation. While pre- 
dominantly pinyin, the occasional 
Wade-Giles is introduced, and one 
chapter bears the name Chongquing 
(sic) which is neither. “Mao, mao,” a 
phrase which occurs several times as 
the author tries to “educate the offi- 
cials in the correct line,” is presumably 
an attempt at the familiar “meiyou, 
meiyou” (no) 

The potential individual traveller to 
China would do better to read Brian 
Schwartz' China off the Beaten Track 
or Graham Earnshaw's On Your Own 
in China, in which useful travel infor- 
mation and historical sketches are pro- 
vided unencumbered by Ballingall's 
misinformed musings. — JAMES MILES 





Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1984 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 95th Edition | 

The Asia 1984 Yearbook, celebrating its 25th anniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that anyone who has any dealings with Asia 
should have on the bookshelf. : 


Features 

The Asia 1984 Yearbook includes two new chapters in 
the Special Section, namely Commodity Futures and 
Asian activities at the United Nations. You will find fami- 
liar chapters and features as well: a Regional Round-up, 
The Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Energy, Com- 
modities, Aviation, Shipping, Trade & Aid, West Asia. 
South Pacific and Asian Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Political/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, in- 
Cluding a full military profile of every country. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 
and social and cultural landmarks. Each section has 





also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did it "m. 
Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours. spent... 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research — 
staff contribute (as they have regularly for 25 years) to _ 
keep the Asia Yearbook pertinent. To give you Asia, - 
minus the mystery, minus the myth. To give you Asia as - 
only the Far Eastern Economic Review can. 










Soft Cover: HK$150/U8$19.95/£13.00/M/8$42.50 


Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00 


For airmail delivery, please add: HK$45/USS6/£4/M/S$13.50 
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To: Publications Division, 
Far Eastern Economic Review, 
GPO. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1984 Yearbook as 
indicated. | enclose a cheque/pastal order for 


Name 


Address 


Country 


Asia 1984 Yearbook (Soft Cover) 

Price: HK$150/US$19 95/£13.00/M/S$42 50 each 
No. of copies |... £3 by surface 
Asia 1984 Yearbook (Hard Cover) 

Price: HK$180/US$23.95/£ 15. 90/M/S$50.00 each 
No. of copies 1... — i2 by surface 
"For airmail delivery, please add: HKS45/USS6/£4/M/G$13.50 per 
copy 
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LETTER FROM HO CHI MINH CITY 


t's 5:30 a.m. on a summer Sunday 

and the rising sun is shining through 
the haze over the Saigon River which 
snakes its way down to the South 
China Sea. Already, church bells are 
tolling as people make their way to 
early mass. Along the riverbank, the 
day starts as do most others with the 
smooth, silent movements of tai chi 
shadow-boxing practitioners. By 7:30 
this exercise has ceased, and around 
the corner the daily, seemingly con- 
tinual, street volleyball game has 
begun. 

Sunday is the official day off, the 
day to relax; while many private 
shops are still open for business, gov- 
ernment department stores and 
bookstores are closed. Sunday is also 
the most common day for weddings. 
Receptions abound at the hotels, and 
weddings appear to be expensive, 
traditional and religious (Buddhist or 
Roman Catholic) af- 
fairs. 

Other Sunday lei- 
sure activities are 
much the same as 
they are throughout 
the world. The zoo, 
for instance, is even 
more crowded on 
Sundays than dur- 
ing the week (when 
many schoolchild- 
ren are taken there 
on educational out- 
ings). At one cage, a 
crowd of about 40 
shriek with laugh- 
ter as a gorilla 
throws banana peels 
and stones at them. 
The crowd includes 
young soldiers clear- 
ly enjoying them- 


Sunday cyclists: the entire city seems on the move. 


to the effects of napalm bombs. 
The museum highlights the struggle 
against the Amerieans, though there 
is a new exhibit devoted to recent 
hostilities with the Chinese. 

The traditional Sunday market is 
stocked with Western goods selling at 
prices which seem exorbitant, espe- 
cially by local standards. The official 
exchange rate is Dong 10-12 to the 
US dollar, though some claim the un- 
official rate is closer to 170. Wages 
can vary from Dong 80 a month plus 
rations for food and clothing for a 
government worker, to Dong 5,000 a 
month for a mechanic. Prices range 
from Dong 20 for a loaf of French 
bread, through Dong 350 for a bar of 
Camay soap to Dong 2,600-6,800 fora 
bicycle. Most women wear sponge 
curlers in their hair all day long; 
those who can afford to go to the hair- 
dressers can expect to pay Dong 100 


selves before their return to their | fora cut, wash and set. However, one 


units. 

The rare foreign visitor is an object 
of curiosity, often approached by 
Vietnamese men with strong Ameri- 
can drawls (former South Vietnam- 
ese servicemen), who, after discover- 
ing the visitors are not lin zo 
(Soviets), will talk openly until 
crowds begin to gather. Although 
foreign contacts are discouraged, the 
Vietnamese have a natural curiosity 
to find out about a stranger and are 
eager to practise any foreign lan- 
guage that they know. 

At the zoo, and outside the many 
museums throughout the city, street 
vendors man carts loaded with fruit, 
nuts, fried foods and sweets, and 
hawkers sell toys and pastel-col- 
oured balloons. At the "Museum of 
US and Puppets Crimes," children 
and adults alike throng to see exhibi- 
tions from the Vietnam War era 
featuring everything from guillotines 


| beauty-parlour owner claimed to 


serve an average of 40 clients a day. 
There are clearly some with money. 


he consumer goods in the markets 

originate in Thailand or are from 
the West. One even sees winter coats 
for sale, presumably for those anti- 
cipating cooler climates. The flea- 
market is well stocked, as was the 
book market (albeit with a prepon- 
derance of old technical texts) until 
its recent closure by the authorities. 
Like gamblers the world over, people 
stop to purchase lottery tickets from 
a young boy in the market, with hopes 
of winning a quick fortune dancing in 


| their heads. | 
Along the main boulevards there 


are shops selling items of varying 
value and antiquity. Some of the pri- 
vate enterprises operate fairly 
openly. Many, though, are down nar- 
row alleys and in obscure locations 






behind closed doors. There is a cer- 
tain "after the deluge" atmosphere to 
it all. Many of the sellers claim to be 
agents of formerly wealthy Vietnam- 
ese families forced to liquidate their 
assets one by one. Many of these 
shops may be forced to close soon in 
the face of heavier taxes imposed on 
private enterprises, 

Walking is a pleasure in Ho Chi 
Minh City. The air is unpolluted, and 
there is little noise from the traf- 
fic, which is mostly 
bicycles. As in cities 
and towns the world 
over, on weekends 
especially, the resi- 
dents parade up and 
down the main 
thoroughfares to see 
and to be seen. It 
seems as if the en- 
tire population of 
3.5 million is cycl- 
ing their way along 
the wide, tree-lined 
streets. Women wear 
ao-dai or pyjamas, 
conical hats and 
long black gloves. 
The relative silence 
is broken every once 
in a while by either 
a car, bus or three- 
wheeled cab man- 
oeuvring its way down the middle of 
the street past the crumbling, cream- 
coloured colonial buildings with 
their red-tiled roofs. 

As evening approaches, many resi- 
dents end their day at the cinema or a 
restaurant. People sit around drink- 
ing "Saigon Export" or nameless 
local beers; some listen to a rock band 
practising in a storefront home. 
There is more formal live music at the 
city's expensive restaurants, where 
Bulgarian wine, Russian champagne, 
Johnnie Walker whisky and excellent 
French food are served, and consum- 
ed with the aid of vintage American 
army and Polish-made cutlery and 
from glass dishes made in France. 

The prices in these restaurants 
range from Dong 80 for a sirloin steak 
or filet mignon to Dong 600 for lobs- 
ter thermidor. How local patrons are 
able to afford these establishments 
remains a source of speculation. 

— LIZA LINKLATER 


LIZA LINKLATER 
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Compounding 
the dilemma 


[n his Hari-Raya mes- 
sage Malaysian Prime 
Minister Datuk Seri 
Mahathir Mohamad 
stated that the Malays 
should feel fortunate 
they are able to chart 
their political future 
even though as a group 
they do not represent 
the majority of the 
population. It is in- 
teresting to note that 
only two years ago Mahathir categori- 
cally said he owed no apology for any 
of the statements he made in his con- 
troversial book, The Malay Dilemma. 
In the book, he mentioned that the in- 
digenous people, of which the Malays 
constitute the majority, should be the 
rightful owners of Malaysia. 

Such a reversal should not come as a 
surprise in the context of the existing 
political climate in that country. De- 
spite heavy borrowings from overseas, 
the economy is still running out of 
steam. And as though this is not 
enough, the shock waves that have 
rocked the Malaysian Chinese Associ- 





"When you arrive 
at The Regent, Hong Kong, 
you know 
vou've arrived. " 
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Mahathir: reversal. 





LETTERS TO THE EDITOR WEM 


ation still persist 
Mahathir has failed to 
bring about an aims able 


solution to all the feud 
ing parties concerned 
Al a time whet 


prompt and decisive a 
tions are demanded ol 
him. he has allowed 
events to dei a 
their own pace. Finally 
he has hoped the courts 
would come to his ri 
scue Mahathi now 
must act with courage 
and resolve, and 
HT SERERE ae parties must De al- 
lowed their own roles to play. It 

ludicrous for Malaysia to run the media 


like a family firm 'MALAYSIAN 
Austin, Texas l'he Univet f Texas 


opposi- 


The missing moral 


Lincoln Kaye's factual report on the 
latest piece of social engineering by the 
People's Action Party (PAP) [REVIEW, 9 
Aug.] fails to draw the moral: Lee 
Kuan Yew has lost touch with his peo- 
ple. If the once-astute prime 
has to resort to the sort of crude bully- 
ing of both his own party bac 
ers and the voters which we have seen 





ministel 


kbench- 
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The Daimler draws 

up to the cobblestone 
piazza 
world of exceptional 
service and elegance 
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Then, it could also be that the Goodwood Park 
stands on sprawling green lawns, yet is a mere stone's 
throw from Orchard Road. 

Adding to all this is our most recent remodelling 
programme. We have not only refurnished the rooms 
in soothing pastel shades, but also added little touches 
like an electronic key system and remote control 
television. Thus has been created a sublime balance of 
grand hotel heritage and very modern amenities. 

Quite simply, the Goodwood Park Hotel is unique. 
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in recent months, he cannot be reading 
the signs correctly. 

For years the PAP has used the 
power of patronage to give or take 
away livelihoods through hawker, taxi 
and other licences as its key to holding 
on to power. If the prime minister has 
to point this out he must know that his 
own personal charisma is not going to 
be enough to carry the party to another 
sweeping election victory 

It is time Lee realised that the young- 
er generation do not live their lives in 
gratitude for what happened 20 years 
ago. What they measure the govern- 
ment by is what is happening in their 
lifetimes. And what they see is a steady 
decline in the satisfaction of living in 
singapore. 

National pride has played a large 
part in making Singaporeans content 
to work hard and pay heavily for the 
privilege — for instance, through the 
crushingly heavy and incentive-killing 
Central Provident Fund. But these 
days that pride is missing. Perceptive 
young people more and more see their 
country being held up to ridicule be- 
cause of the autocratic behaviour of 
their prime minister. The recent forced 
emasculation of the pathetic press and 
highly suspect eugenics theories are 
the latest manifestations 

Singaporeans used to be hailed as 
coming from a clean, green and pros- 
perous oasis in an unstable region. 
Now when they go abroad they dread 
having to answer probing questions 
about their country's policies which 
sound progressively repressive and 
totalitarian. It is a shame Lee, so intent 
on his people's debt of gratitude, can- 
not see the reality of what is happening 
around him. 


London 


Watch the catch 


Your detailed examination of the fish- 
ing industry [FOCUS, 2 Aug.] will help 
to keep this "forgotten industry" in 
people's minds. My only reservation — 
and a petty one at that — is that I 
would have appreciated a piece look- 
ing at the industry from the con- 
sumer's, or rather fish-eater's, point of 
view. 

Although the total catch tonnage 
may be rising, certain once-plentiful 
species appear to have been fished to 
near extinction. The problem of 
marine pollution also deserves more 
attention: we who live in Japan have 
been warned to moderate our con- 
sumption of fish because of the high 
levels of toxic metals that are found. 
MEL KNOX 


JOHN GOH 


Nagoya, Japan 


CORRECTION 
The photograph which accompanied the 
story Marriage of convenience on page 68 of 
the 16 August issue was of chairman 


emeritus of the Oversea-Chinese Banking 
Corp., Tan Chin Tuan, and not of United 
Overseas Bank chairman Wee Cho Yaw, as 
captioned. The REVIEW regrets the error 
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celebration of 


chief Nayan Chanda looks. at the 
. States. Pages 22-28. 


| | Cover photograph by Charles Steiner of a memorial statue of Aquino 
- om commissioned and sent to the EOMONSS by a group of dicil Ameri- 








— Page 10 
.| Despite Indian Prime Minister In- 
|. dira Gandhi's denials, Chief Minis- 
ter N. T. Rama Rao appears to be. 
the latest victim of a purge of op- 
position state governments.. 


Page 12 
| Ajoint religious group makes new- 
"proposals for peace in Sri Lanka. . 
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Page 14 | 

Macau votes in a new-style elec- |P 
tion with an old-style result. 

| Page 16 | 

. Singapore’s search for second- | 
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generation leaders extends to the 
< prime minister's son. 
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The fiesta mood of thousands of marchers on the 
streets of Manila on 21 August to commemorate 
the assassination of Benigno Aquino was a 


politics. But the discreet presence of hundreds of 


riot police on the fringes of the trouble-free rallies | Marinduque. 
was areminder of the continuing tight grip of Pre- 
sident Ferdinand Marcos on Philippine life just as Pages: 50-55 


the presence of numerous leftists may indicate a 
shift of emphasis in the opposition, Diplomatic 
correspondent Richard Nations. and Manila 
^ n bureau chief Guy Sacerdoti examine the political 

| mood of the Philippines after.a year of trauma. And Washington bureau 
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Page 48 2 
The extent of the hili 
cial crisis is revealed ! 
lems at Banco Filipir nd the 
near-collapse of mini 9 gi nt 
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the new liberalism.of Philippine 
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changing attitude of the United 


The Bangladeshi; ppo: 

new doubts abo e 

general election by threatening a| 
P 


| Pag e 134 ! 
Australia's reputation as a haven pU 
| for Asian students is likely to be | 
enhanced following two govern- | 
ment reports. 


| 35 
Khmer Rouge 
troops launch a 
fresh offensive in. 
Cambodia — but 
not against the 
Vietnamese. 

























Economic relations: Japan s aid 































S uth E Korea as a prelude to 
jational reconciliation and 
reunification. Chun said at a 
ews conference in Seoul 
. that the South could ship con- 
.sumer goods, pharmaceuti- 
_ cals, cars and machinery to the 
North while importing coal, 
- iron ore and other natural re- 
"sources. 

Chun, who has made similar 
calls in the past, this time 
laced no conditions on ecó- 
nomic cooperation. Chun also 
offered a package of grant- 
pe aid consisting of free con- 


ed to produce them. 





North since he propósed an 
ensive exchange of people 


th two years ago. 
onspicuously absent bon 
emarks was any reference 


St October which killed 17 
uth Koreans. Earlier this 
ar, the North-South talks 


Los 
_ over 


Games in 
_floundered 





lacks across the Pakistani 
border by Soviet-backed Af- 

han forces, said to be pursu- 
ing rebels, seem to have sealed 
the fate of the next round of 
United | Nations—sponsored 
‘talks, scheduled to start in 
Geneva on 24 August. Instead 













ion favourable to Moscow, as 
‘they apparently were- 
tended to do, the raids have 
further convinced | Foreign 
Ministry officials in Is- 
lamabad that the Soviets and 
allies in Kabul are not 
ous about a negotiated set- 
tlement. ~ 


^ and continue to talk," com- 
mented one Pakistani : source, 


"butitknowsthata solutionis. 
x 





impossible just yet. Pakistan's 
in ! | 





vr goods and technology 
nis was Chun's most import- 
initiative towards the 


ind to re-open the postal ser- | 
e between the North | and : 


the Rangoon bombing of. 


a joint sports team for the | 





enl air and artillery at- 


in-. 


"Pakistan will go to Geneva : 


tion. and the rougher the R 
sians get, the more Western. 
opinion is likely to sway in 
Pakistan s favour. Real 
negotiations over Afghanistan 
will begin only after the 
Soviets decide that they can't 
win the war or that the cost of 
doing so is too much.” u 

~~ HUSAIN HAQQANI 


‘Paddington Bear’ 
minister cleared 

Australian Special Minister of 
State Mick Young has been re- 
instated following his exoner- 
ation by the lawyer appointed 
by Prime Minister Bob Hawke 
to investigate the Paddington 
Bear Affair (REVIEW, 9 Aug.). 




















- Young of any impropriety over 
the false filling in of a customs 


| gifts bought by his wife and 
sister-in-law, including the 


was no intention to evade 
duty, no attempt to evade duty 


Young's reinstatement was 
previously been suspended T 
for leaking information on 
| discussion of the expulsion of 


a Soviet diplomat. 
| — JACQUELINE REES 
| Coon MT its 

ire on Taiwan 

Following the Chinese 


Foreign Ministry's "stern pro~ 


- | test" over South Korea's deci- 





sion to release six hijackers of 
a Chinese airliner, allowing 






issued a statement on 21 Au- 
gust in which criticism of 
Seoul was overshadowed by a 
harsh indictment of Taiwan. 
Both statements said that the 
South Korean authorities 
-yielded to pressure from 
Taiwan, but the Public Secu- 
rity Ministry accused Taipei of 
"vile conduct jeopardising the 
security" of international 
travellers and “connivance in 
the hijackers' crimes." 
Western observers in Peking: 
were struck by the ministry's 
relatively mild reference to 
South Korea and suggested 
the shift in criticism to Taiwan 
could indicate China's cauti- ^ 




















with Seoul. Talks in Seoul last 
year. concerning the return of 
the airliner were the first offi- 
|.clal contacts between the two. 
countries since the 1950s and. 
| were followed _ by successful 

sporting contacts 








Michael Black QC cleared. 
form for baggage containing. 
toy bear. Black found "there | 
and no attempt to wilfully 


mislead any customs officer." - 


his second in a year: he had. 


| them to go to Taiwan, the Pe- 
king Public Security Ministry - 





„BP fails to find 
*China oilfields 


British Petroleum (BP) has 
ruled out the possibility of 
finding any large oilfields in 
its licensed areas of the South: 
China Sea. The group has sünk- 


five wells in the most obvious 
and largest targets and failed 
to find oil in commercial 
quantities. 

It has now lost hope of find- 


ing a giant field such. as. 


. Alaska's Prudhoe Bay, which 
.is estimated to hold 9 billion 
‘barrels of recoverable ` re- 
i serves. But BP still believes it 


proaching the Forties Field in 
the North Sea, which is esti- 
mated to have 2 billion barrels 
ofreserves. _ 

BP is going on with the sec- 
ond phase of its exploration. 
A spokesman for the company 
denied that the’ gloomy view 
on giant finds was an early 
play for the coming negotia- 
tionson further licences. 

(7 JAMES BARTHOLOMEW 


Australia' "ve Labor Govern- 
ment on 21 August brought 





out a budget. for fiscal 1984-85 - 


(ending 30 June) that had 
something to please most sec- 
tors of the community: tax 
cuts for middle-to-lower in- 






sions for business 'and in- 
creased welfare payments. 
The tax cuts were essential 


if the government was to hold. 


to the prices-and-incomes ac- 
cord with the unions and 
maintain thelid on wages. The 
government, expects to draw 
additional revenue this fiscal 
year from increased tax re- 
venue Which will flow from 
the upturn in the economy: 
this will allow the deficit to be 
cut by A$1.2 billion (US$1.02 
billion) to: A$6.7 billion. 


can find a field of a size ap- 












































| ports, Peking has asked the 



























of the Takeover Code. "These 


"Jincluded failing. to. provide 
| shareholders with necessary 


information, such as an up-to- 
date asset revaluation, refusal 
to disclose documents pur- 
porting to show that 50% of 
shareholders were rejecting 
the offer, or disclose reasons 
for such rejection. 

The committee also criti- 
cised Tai Sang's financial ad- 
visers, Fan, Mitchell & Co., an 
obscure firm of accountants 
appointed by Tai Sang's board 
after Sun Hung Kai Interna- 
tional had resigned the role. 
The tough wording of the cen- 
sure followed strong public 
criticism of Tai Sang and also 
complaints that the Takeovers 
Committee had been lamelv 
accepting Tai Sang's cavalier 
attitude to its obligations 
under the code. The force of 
the criticism opened up. the 
possibility of outside share- 
holders (who include UIC with 
23%) taking legal action 
against the Tai Sang board. 
UIC's bid was set to lapse on 
24 August, freeing it to take 
alternative action which could 
include petitioning to liquid- 
ate Tai Sang.  — PHILIP BOWRING 


‘against US textiles curbs 


In its first official response to 
the recent United States deci- 
sion to change the country-of- 
origin rules for textiles ex- 





administration to reconsider 
the regulations and issued a 
warning hinting that retalia- 
tion may follow. 

Chinese Ambassador to the 
US Zhang Wenjin, in a letter 
on 16 August, said the new 
rules violate the US-China 
bilateral textiles agreement 
signed in July 1983. Zhang 
warned of the adverse effects 


of the rules saying that “hun- 
dreds of factories and around 


60,000 jobs would be harmed 


ous desire to ease relations. 


in southern Chinese provinces 
alone." In a key section of the 
letter, Zhang said: "We wish 
that any disruption in our 
trade will be avoided, but re- 
grettably no one can be sure 
that a reverse trend in our 
two-way trade would not de- 
i velop in case the US does not 
fulfil its commitments to 
China." 

The Chinese response, two 
s after the US decision, 
ar Fo hint that retalia- 






Cynics have labelled the 
package a pre-election bud- 
| get: tax cuts will be effec- 
| tive from 1 November, nicely 
timed or a December federal 
election ^^ > — EDNA CAREW 


Tai Sang Land re 
for takeover 


Hongkong's Takeovers Com- 
mittee. publicly rebuked Tai. 
Sang Land & Investments for | 

its behaviour in the face. of wey 

















































f Singapore. ' ye. 
Tai Sang. hairmai UU TL. 































| FRIENDSINSPACE 
l China has formally — but ae 
— asked the United States to 
allow a Chinese astronaut to be 
| lin the US space shuttle 
programme. It has also asked the 
. US to consider providing a; 
launcher for a Chinese manned 


— and to speak to local business 
leaders, he could receive a cool 
reception in the city because of 
the recent cancellation of a New 
| York Philharmonic Orchestra 

| concert in Kuala Lumpur. The 
concert was cancelled after the 
organisers refused to delete an 





space vehicle, well-placed.. | item subtitled A Hebrew | 
Washington sources say. The. Us Rhapsody from the programme, | 
| has not yet made a decision on: as requested by Information = | 
"a i her request, first proposed, Minister Datuk Rais Yatim. 
|. during President Ronald ^ ru E 
. Reagan's visit to Peking in May, - WHAT ABOUT US FARMERS? 


|. but the Reagan administrationis | 
said to be examining the reduce. | about the relative merits of 
| inasympathetic light. A number | developing coastal and inland 
-of astronauts from countries.. | areas of China seems to have 
friendly to the US have been. josh broken out again. Lu Kebai,a 
|: allowed to take part in the Space: | vice-chairman of the State 


China's 30-year-old controversy 





| shuttle programme. | Planning Commission, has used a 
: y = | Shanghai newspaper to voice his 
OUT OF TUNE ~*~ =") eriticisms of the present policy 


| Malaysian officials preparing f fo b 
Prime Minister Datuk Seri |... | cities, which already have - 
Mahathir Mohamad's as yet | " E Joa considerable level of 
unannounced address tothe -~ .j|.development. The official 
United Nations General - |. People's Daily newspaper has 
Assembly on 10 October are ^ "replied with a justification of the - 
uncertain whether to pede" hasis being put on coastal 

|. other New York appointments. - such as the 14 cities 

. him. The officials are worried" | newly opened to foreign | 
that though Mahathir is keen to . | investment and trade — thus 
visit the UN — where he will - 


"| reviving a debate which late 
| promote hisconceptofan |  . | chairman Mao 
* "internationalised" Antarctica. ; 


` of giving priority to coastal 


— À——Á hh 


lvl 





|, chairman Mao Zedong himself. 
j Anitiatedi in the 1950s. | 
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BI THE WEEK 


|. AUSTRALIA | d. EDN a7 Aug. ). Two people died in 
Prime Minister Bob Hawke reinstated | Andhra Pradesh when:police opened fire - 
. Mick Young, who stepped down as minis- |. on a violent crowd attacking a police sta- 
.ter of state pending an inquiry into a false | tion (18 Aug.). Six more people were killed 
customs declaration (17 Aug.). by police (19 Aug.). Supporters of Rama 
| Rao stoned airport buildings i in New Delhi 
BANGLADESH - l 


(20 Aug. ). 
| Thousands of students took to the 
Streets in Dhaka to denounce what they 
regarded as a news blackout of opposition 
activities (18 Aug.). 


CHINA 

An indian Government delegation 
signed a trade agreement with China 
which wil grant each country the 
status of most-favoured trading nation 
(15 Aug.). 


Two elected district eed ees eee and 
an urban councillor were appointed to the 
Legislative Council (17 Aug ). 


= N. T. Rama Rao, the chief minister of 
., Andhra Pradesh, was s sacked and briefly 
lo ver his dismissal, it 


The govetiiment announced the release 
of nearly 3,000 prisoners and cut the sen- 
tences of 14,000 more in the traditional In- 
dependence Day amnesty decreed by Pre- 
sident Suharto (17 Aug.). 


MACAU .. | 
Voters went to the polls for the legisla- 
tive dud elections (15 Aug.). 


PAKISTAN - 

Sixteen people were _repor ted to have 
been killed when Afghan artillery units 
shelled Pakistani territory near the border | 
with Aighaointan; jetaimaban said (20. 
pue E. | 





| helicopters as personal tran 
Each helicopter, normally | 


about US$4 million. Sikorsk 


capable of car 


.sary oi the assassination of opp 


| ernment official said id ? Aug. 


tended a state of emergency for another 
| month, itwas announced (18 Aug.) 


- hsiung, had his 12-year jail sentence t 
muted to eight | years and was released or 





indonesia’ 8 central b 
concerned about the pro 
of plywood companies, 
putting considerable dowr 
pressures on prices abroa¢ 
suggesting to banks tha 
extend any more long-term 
investment credits for the 
establishment of new plywood 
plants or for any capacity 
expansion. Jakarta 1s also 
expected soon to announce 
measures to reduce the fierce 
price competition among 
plywood producers by 
coordinating the marketing of - 
plywood abroad by organising 
the-mass of producers into eight. 
eye 











































Phili spines Piasident Ferdi 
Marcos has become the first 
of state to acquire two ultra- 
modern Sikorsky Blackhawk 


configured for combat roles, 





spokesman toh 
civilian versions c : 
helicopters ha: re been con i 
as "executive transports" 
‘ying six to eig i 






































the rege tha 





passengers. 


leader Benigno Aquino Jae 
dreds of} Poggers umin uj out 


torised rallies, Military Bd customs. 
thorities seized a life-sized statue 
Aquino when it arrived from the Uni 
States (19 Aug.) At least half a mill 
people joined a rally in Manila to mark 
first anniversary of Aquino's murder (27 
Aug.) | 


SOUTH KOREA E 

South Korea has resumed non-political 
contacts with the Soviet Union which 
were suspended after the shooting down 
of a South Koreanairiiner last year, agov- 


SRI LANKA 


. President Junius Jayewarde ne exe 














vA eni Taiwanese dissident, Lin Yi- 






ree years: probation s Aug.]. 
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These days, telecommunications is very 
big business ~ in fact, one of the fastest- 
growing industries of the world. Tele- 
communications has bred or attracted as 
suppliers some of the largest companies 
that have ever existed. 

There's nothing inherently sinister in 
this. In fact, only very big companies could 
possibly afford the huge investment that 
the development of telephone systems 
requires, | 

The difficulty comes when a company 
of this size becomes inward-looking, | 
attributing its size to its excellence rather 
than to its ownership of a large captive 
market. And most major telecommunica- 
tions suppliers do have large capti 
markets... | 















The understand: 
Ericssoniscertainly oneofthe world's largest 
ETE ers of nies hone systems. 
Worldwide, the Group employs: over 

70,000 people, working in over 80. 
countries, 8 0 5 1 5 

But it’s one of the few major 
manufacturers not to enjoy a large captive 
market. (Even our modestly-sized Swedish - 
home market is open to competition.) 

This has meant that Ericsson 
products: and attitudes have had to stay 


ot 


tive indeed to the needs of client 
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"And these attitudes are at the root of 
E sons AXE telephone-switching 
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AXE — for every Administration 
The companies who own or operate public 
telephone networks are usually known as 
the Adminstrations. 

But there's no such thing as a typical: 
telephone network. Each one has its own 
requirements and problems. One networks 
priorities may be the provision of a basic 
service to as many people as possible. 
Another may wish to offer more 
sophisticated services to business and 

private subscribers. A third might be 
preparing to go digital with its network. 





. What makes AXE uniquely 
adaptable to the needs of Administrations 
all over the world is its structure. That 
structure is a collection of building blocks - 
which allows us to tailor-make telephone- 
switching systems. | 

Each module is absolutely self- 
contained, so any module and its functions 
can be added, subtracted or moved about 
cheaply and easily. In other systems, the 
functions are interrelated - spread about 
or distributed through the system — so that 

. a change to one function can cause ‘knock- 
o on complications through the system. 


Why number 
crunchers won't work 


In terms of hardware, a modern exchange is 
only as good as its processing power. Because 
ofthe cost advantages, many manufacturers 
have tried to use versions of standard 


These attempts have been unsuccessful, 
simply because commercial processors are 


are orientated towards logic and calculation, 













consideration is handling large amounts of 
data in very precisely defined time slots. 


computer research. The culmination of 
Ericsson research is the APZ 212 computer, 
which effectively increases the capacity of an 
AXE exchange six times, while occupying 
only 20% of volume of its predecessor. 


Hand-in-hand into the future 
Naturally, such a structure makes it a lot 
easier to gét precisely the system an 
Administration needs: right size, right 
functions, right priorities. And it’s not 
surprising that so many Administrations 
have tended to choose Ericsson with its 
unique box of clever AXE bricks. (There 
are over 10 million AXE lines in service 
or on order in 52 countries.) 

That choice is often made to meet a 
very specific and immediate brief. But 
knowingly or unknowingly, an 

Administration that chooses AXE for 
today is also well prepared for anything 


the future may brir g iden. noon 


The digital revolution 


For their internal calculations and for 
communications, computers translate 


everything into a binary code which has only 


two values: band Q. 

Although the system sounds unwieldy, 
in fact, it allows information to he 
transmitted ar enormous speeds. A single 
low-voltage pulse represents the | — its 
absence represents Q,.Each 1 or 0 isone ‘bir’. 

Even the human voice can be translated 
into this pulse code for transmission along 
telephone lines, before being decoded as 
normal speech. 

By interleaving different encoded 


conversations along the same telephone 
wires, the capacity of a network can be vastly 
increased without laying more cables. 

Before passing through a conventional 
mechanical exchange, digital transmissions 
have to be decoded ~ which is expensive. 
But if a digital switching system is used with 
digital transmission, then large savings can 
he made. 

Andeven. ler. savingscan be made by 
replacing conventional cable with fibre-optic 
cable, which can carry several thousand 
simultaneóus conversations. 





- structure of AXE means that new 
technology, new applications, new services 


can be absorbed without any disturbance 


. at tall to. o the existing structure. 





commercial computers and processing devices. | 
designed to meet totally different criteria. They 
whereas a telecommunications computer must 


be orientated towards time ~ that is, the prime 


^ For this reason Ericsson-invests heavily in 


tions is no place 








k o ies Ericsson. supports it 

with big-company resources. 
And an Administrations obi 

after all, is to reflect its subscHibiney Tn 

desires. 

Your desires. 





















paaien ;the problema ES oppor iiti 
presented by the concept of the Integrate 
Services Digital Network. CES 
This network will handle services which 
can be transmitted in digital form ~ w hicl 
these days, includes speech. i 
, Pa well as Vi nan these 



























E A A pa card an ita : 
functions, videotex, and many 

Such services already exist, af 
But often they use separate lines ar 
switching services, which increasest 
and pac areal and makes 8 wid 
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Get the facts on your future 
The specification of its telephone 
switching system is fundamental to a 
country’s future telecommunications 
to its business prosperity. A great many 
developments in telecommunications a 
taking place right now which should affect 
that specification. If you'd like to know. 
more about them, just complete aral post 
the coupon. a 
Take your own giant stride towards 
understanding a key area of technology 


ERICSSO 


| To: Telefonaktiebolaget LM Ericsson 
Public Telecommanications Division; 
9426 25, Stockholm, Sweden. 
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Chief minister Rama Rao is the latest victim of New Delhi's power 





By Mohan Ram in Hyderabad and Salamat Ali in New Delhi 





housands of people lined the 


j streets, many sobbing unasham- 


edly, as Chief Minister N. T. 
Rama Rao, the one-time film idol, was 
driven from the state governor's man- 


‘sion to police headquarters in Hydera- 


bad, capital of the southern state of 
Andhra Pradesh. 

To many watching, the scene being 
played out was outrageous, even by the 
growingly permissive Indian political 
norms — the toppling of a seemingly 
secure state government at the behest 
of the governor and without the ousted 
man being given opportunity to test his 
support in the state assembly. 

Indeed, when Rama Rao, his cabinet 


. and his entire legislative support of 


163 members in a house of 295 went to 
see the governor to protest against the 


. demand for his resignation, made on 


Ay 


» 


the grounds that he had lost his major- 
ity, the governor ordered all of them to 
be put under arrest. They were freed 
after an hour. 

Prime Minister Indira Gandhi's 
Congress party ħad pulled off yet 
another coup against one of the last re- 
maining non-Congress state govern- 
ments following similar action in 
Jammu and Kashmir less than two 
months earlier, on 2 July. 

Rama Rao's Telugu Desam Party 
government was only 19 months old 
when it came to a premature end. After 
his unceremonious dismissal, Rama 
Rao vowed in a choked voice: "I will 
not rest until the Congress government 
in New Delhi and the puppet govern- 
ment of turncoats in Hyderabad are 
dethroned. I will carry on the fight to 
the finish. " 

Two-and-a-half years ago, as he 
turned 60, Rama Rao was the unques- 
tioned king of the state's film industry, 
having starred in 300 films, mostly as 
Hindu mythological characters. He 
quit the screen to launch the Telugu 
Desam — which means the Country of 
the Telugus, the people of Andhra 


- Pradesh. Legions of his fans thronged 


to hear him speak out on political 
issues. The more superstitious believed 


he was the incarnation of the gods 


whose roles he had played on the 
screen. On each occasion, Rama Rao 
swayed his audiences with his emo- 
tion-charged oratory. 

Ever since independence, Andhra 
Pradesh — India's fifth largest state, 
with a population of 54 million — had 
been ruled by the Congress party. 

Rama Rao found fertile ground for 


10 


Telugu nationalism among the people, 
who had become aecustomed to New 
Delhi's domination. Threatened by the 
incipient challenge in her pocket 
borough — Congress had never lost an 
election in the state and ruled it even 
when it was out of office in New Delhi 
between 1977 and 1979 — Mrs Gandhi 
called a snap election in January 1983, 
to catch the fledgeling party off-guard. 
To everyone's surprise, Telugu Desam, 
then barely 10 months old, defeated 
the 99-year-old Congress massively. 
The people were obviously tired of 
Congress’ stale politics and stale 
politicians and even more tired of the 
subservience of its local leadership to 
New Delhi. They were voting for a 
change and it was a strident assertion 
of the Telugu identity. 

As chief minister, Rama Rao looked 
further afield and began rallying 
India’s fragmented political opposi- 
tion (comprising national as well as re- 
gional parties like his) to his demand 
for a more balanced federal relation- 
ship through greater political and fi- 
nancial autonomy for the states. 

Although idolised by the masses, 
Rama Rao was not without his critics 
for his cult of personality and slightly 
bizarre emphasis on religious sym- 
bolism and his own connection with 
(on-screen) gods. 

In mid-July Rama Rao went to 
the United States for heart-bypass 
surgery. When he returned four weeks 
later he threatened to sack his most 
senior lieutenant, state Finance Minis- 


ter N. Bhaskara Rao, for an alleged 
misdemeanour. Bhaskara Rao and 
three other ministers pre-empted him 
and resigned, blaming Rama Rao’s 
overbearing style. 

But it was well known that New 
Delhi was becoming more and more in- 
tolerant of Rama Rao’s confronta- 
tional position towards the central 
government and his active identifica- 
tion with Mrs Gandhi's opponents. His 
four-week absence in the US was used 
to whip up Hindu-Muslim riots in 
Hyderabad and a campaign demand- 
ing a better deal for the relatively 
backward Rayalaseema region of the 
state. Taking advantage of his over- 
bearing attitude to government col- 
leagues, Bhaskara Rao, who had quit 
the Congress party and its ministry'in 
1982 to jump on the Telugu Desam 
bandwagon, decided to challenge the 
chief minister. 


n 15 August, Bhaskara Rao 
O met Congress-appointed state 

Governor Ram Lal to report that 
the Telugu Desam Party had split 
and as a result Rama Rao had lost his 
majority in the legislature. He staked 
his claim to form a government and 
presented to the governor signatures 
of 91 Telugu Desam legislators he 
said supported him. He also said the 
57 Congress members of the assembly 
would back his ministry. But he could 
produce only 67 of the 91 signatories 
for a head count. These, plus the 
Congress members, would not give 











i: 


him an overall house majority. 

Rama Rao countered the move by 
taking his 163 supporters to the gover- 
nor's mansion but Ram Lal declined to 
meet them, having "retired for the 
day." Bhasakar Rao and the leader of 
the Congress legislators met the gover- 
nor the next morning. Later, Ram Lal, 
saying he was convinced that Rama 
Rao had lost his majority, demanded 
his resignation. 

Ram Lal's action violated all usual 
democratic norms. In 1968 a confer- 
ence of the speakers of state assemblies 
laid down the ground rules for testing 
the representative character of a state 
government: the floor of the legislature 
was the only forum where it could be 
tested. A conference of governors later 
endorsed this principle. 

Assigned to a state, the governor is 
New Delhi's constitutional represen- 
tative there and is supposed to act im- 
partially and uphold the constitution. 
But of late Mrs Gandhi has been using 
the institution of the governors a tool 
to achieve partisan ends. 

Even the choice of governors is de- 
termined by partisan considerations. 
Ram Lal was Congress chief minister 
of Himachal Pradesh state, but had to 
step down after severe strictures of 
him by the High Court in connection 
with a smuggling scandal. As governor 
of Andhra Pradesh, his critics say, he 
has clearly acted out of political con- 
siderations. Discarding the estab- 
lished method of testing a govern- 
ment's majority on the floor of the 
house, he would not give Rama Rao the 
48 hours he asked to prove his strength. 

But he allowed Bhaskara Rao, whose 
claim to a majority is still in doubt, à 
full 30 days to face the legislature. The 
new chief minister is yet to make the 
list of his supporters public, but there 
have been charges that some of the 91 
signatures he presented were forged 
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and that there were cases of imperso- 
nation when he presented the 67 
Telugu Desam legislators he claimed 
supported him. 


cal experience that a state govern- 

ment which began its five-year term 
with a formidable house majority 
could be toppled in so short a time 
through such devious means. This 
leaves many wondering if the world's 
most populous democracy has begun 
decaying. One widespread interpreta- 
tion of the Andhra Pradesh coup is that 
it presages a dangerous new political 
ethic which has no use for constitu- 
tional propriety and the will of the 
electorate or those chosen by it. 

The governors drawing-room has 
replaced the floor of the legislature as 
the forum for ascertaining the repre- 
sentative character of a government. 

Opposition political parties, with 
the exception of the All-India Anna 
Dravida Munnetra Kazhagam, which 
rules in Tamil Nadu. and the Indian 
Union Muslim League — both close to 
Mrs Gandhi — have denounced the 
coup as the rape and murder of 
democracy and an act of political 
cowardice. 

The national news media have tried 
to examine the implications in some 
detail. The widely circulated indepen- 
dent Indian Express, which led the 
scathing denunciation of the move, 
saw the connivance of Mrs Gandhi's 
government and party in the gover- 
nor's action which it said was "another 


| t is unprecedented in India's politi- 





disgraceful chap- 
ter to the growth 
of extra-con- 
stitutionalism 
under Mrs Gan- 
dhi's malign poli- 
tical regime. " 

Adapting the 
famous phrase of 
Lord Grey at the 
start of World 
War I, the news- 
paper said: "The 
lights are going 
out all over the 
country and fas- 
cist tendencies 
are manifesting 
themselves. With 
governors acting 
as puppets, the 
so-called ‘presi- 
dential system' is 
here with the in- 
solence of arro- 
gant power. We 
have been fore- 
warned." 

The Statesman, 
another indepen- 
dent newspaper, 
said the gover- 
nor's machination was a "blow to the 
system, proclaiming that Mrs Gandhi 
will tolerate democracy only so long as 
it offered no opposition to her suprem- 
acy.” But by the next day, the news- 
paper was going all out to exonerate 
Mrs Gandhi of any complicity in the 
action, while endorsing the opposition 
demand for Ram Lal's dismissal 

But few familiar with Mrs Gandhi's 
personalised style of politics and the 
climate created under her aegis would 
believe that any governor would dare 
take a major step that would not get 
her approval. The Hyderabad opera- 
tion was clearly aimed at weakening 
the potential of an opposition alliance 
against her at the national elections 
due before the end of the year 

The opposition is now convinced 
that she will try to bring all the 22 
states under Congress domination be- 
fore then, there now being only four op- 
position state governments. The oppo- 
sition parties obviously do not see the 
Andhra Pradesh incident in isolation, 
coming only six weeks after the Farooq 
Abdullah ministry in Jammu and 
Kashmir was ousted through a similar 
exercise. 

Abdullah described the Andhra 
Pradesh episode as “a repeat perform- 
ance" of what was done to him. Of the 
remaining three chief ministers not 
under her thumb, the Janata Party's 
K. Ramakrishna Hegde of Karnataka 
state seems the easiest target because 
of his slender house majority. In late 
July Congress engineered the exit of 
two of his ministers and claimed that 
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and it is difficult to secure defec- 
S or splits. But all that is needed to 
1iss the chief ministers is the gov- 
or's report to New Delhi that law 
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[ hief Minister Jyoti Basu wryly 






be in jail," on hearing of Rama 
ismissal. 
A couple of days before Rama Rao's 
moval, fearing New Delhi's man- 
is and not knowing where the 
rould fall, the CPI-M's West Ben- 
al secretary, Saroj Mukherjee, said it 
uld need a civil war to dislodge the 
government prematurely. 
"ar from demoralising the opposi- 
n Rama Rao's dismissal has gal- 
sed the parties into a united cam- 
n against Mrs Gandhi. The Con- 
as jubilant at Rama Rao's exit 
soon dismayed to find a strong 
h, not only in Andhra Pradesh, 
re protest demonstrations turned 
|, with more than two dozen 
, but in the rest of the country. 


































lerance of opposition. They 
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anks to meet Mrs Gandhi's 
ught. — ; 






ormer prime minister Charan 
ingh, who heads.the National 
Democratic Alliance, comprising 
k Dal party and the Bharatiya 
‘party, has had meetings with 
ypposition leaders including S. 











nates a rival constellation of 
as. Charan Singh declared that 
effort was to form a single party 
' opposition to rout Congress at 
ition unity is an often-elusive 
t the angry reaction, both in 
oa and En has 






















| e for Rara Rao's echt claim- 
g the first she knew about the gover- 
s action was from media reports. 
She even hinted that the state legisla- 
e might be recalled sooner than ex- 
‘ted so that Rama Rao's claim of 
port could be tested. 
But her party seems divided on the 
Step, with few reconciled to back- 
down and reinstate Rama Rao's 
try even if Bhaskara Rao's efforts 
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o muster enough support to form 













der has broken down. West Ben- © 


"Today I am here. Tomorrow I 


position is sure to exploit the. 
revulsion against the Con- | 





el it is all the more necessary to 


drasekhar, whose Janata Party | 





lain a majority fail. In that case, di- 
rule by the president might. bean 
ernative, while the local Congress - 


vernment of its own. What- | 
nis ipta taken, Mrs Gandhi | 
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As the istand i is again n ravaged by comuni violence, 


a surprise ecumenical intervention gives grounds for hope 


By Mervyn de Silva in Colombo 





tion, together with repercussions of a 
tough Sri Lankan army response, have 
prompted an unusual appeal for an im- 
mediate ceasefire from an unexpected 


quarter — the United Religious Or- 


ganisation (URO). On 18 August, the 
URO asked the separatist rebels to 
cease all acts of violence and the gov- 
ernment to suspend all military opera- 
tions against them. And the URO, 
which represents the leading clergy of 
the island's four major faiths, said it 
was ready to mediate. 


Although it is a newly formed body, 


the URO includes the most important 


Buddhist prelates in the island, lead-. 


«Tamil rebel offensive unprece- 
dented in scale, audacity and dura- 
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ing Christian bishops and eminent 


E CRACKDOWN IN THE IE NORTH 


renowned scholar-monk, vice-chan- 
cellor of a Sri Lankan university and 
official spokesman for the Supreme 
Council of Buddhist Monks, an active 
participant in the now bogged- down 

round-table conference on the Tamils. 

Since the monks have been widely 
identified as the most vocal advocates 
of hardline Sinhala-Buddhist opinion, 
and’ an uncompromising pressure 
group and stumbling block to unity, 
the URO appeal is politically signifi- 
cant. Even the language of the state- 
ment came as a surprise. Instead of the 
popular, officially preferred term 
“Tamil terrorists,” the expression cho- 
sen by the URO is “militant Tamil 
youths,” perhaps a psychological turn- 
ing point. 

Whether this reflects a sea-change in 
popular Sinhala thinking is debatable. 
But it is at least a sign of how deeply a 
fortnight’s ugly and bloody events 


have affected the Sinhala elite, proba- | 


bly shattering for good two of its com- 
forting assumptions: 
» The fond hope that separatist revolt 





inated by a mas- - 


Hindu and Muslim priests. Its general | 
| neces tary is Walpola Rahula, a worlds : 





















killed. thei 


Jayeward 


» The fall-back position (in the event 
of failure to forcibly suppress the re- 
volt) that Colombo could learn to live 
with a permanently alienated north, 
and go about its normal business un- 
disturbed by the distant sounds of gun- 
fire in a remote corner of the island 
which 99%% of Sinhalese have never 
seen anyway. 

Today, a schoolboy prank such as 
an anonymous telephone call or fire- 
cracker in a postbox can create a bomb 
scare and bring the police and. fire 
brigade charging to the suspected ter- 
rorist target. Private securitv agencies 
are enjoying a boom. At banks, 
cinemas, post offices, large govern- 
ment offices, airports, mainline rail- 
way stations and big hotels, security 
has been tightened to the exasperation 
of the average Sri Lankan. So has 
the personal. secu- 
rity provided . for 
cabinet ministers 
and other leading 
citizens. 

Night after night, 
Sri Lankan radio 
listeners have been 
bombarded by for- 
eign news broad- 
casts highlighting | 
gun battles, guerilla 
ambushes, raids on - 
police stations, bank 
robberies, army rë- 
prisals, burning of bazaars, shelling 
of small towns and other grim, fleet- 
ing images of a real-life war. "It was 
more of a concentrated media barrage 
than last year," said the editor of 
Media Monitor, referring to 1983's five 
days of anti-Tamil rioting in’ the 
Sinhala south, which claimed | 400 
Tamil lives. 2 
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"he most publicised and controver- 
sial incidents took place at Chun- 
nakam, Valveititurai and Mannar. A 
200-strong security force withdrew 
from the police station at Chunnakam, 
a small town 9 mi from Jaffna, capital 
of the Northern Province, on the after- 
noon of 11 August. A huge explosion 
heard for miles reduced the two-storey 
building to rubble. National Security 
Minister Lalith Athulathmudali said 
that Tamil separatists had planned to 
blow up the station after watching the 
army withdrawal. They “mistimed the 
detonation of mie explosive SENN E n 
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leader of the former opposition — the 
TULF withdrew its 15 MPs in August 
1983 when a constitutional amend- 
ment required them to renounce 
separatism — said that Chunnakam 
residents had heard cries from within 
the building. When a few of them went 
to open the back door to "free the pri- 
soners," a bomb exploded, killing the 


19 inside and some of their would-be | 


rescuers, the TULF said. 

About 20 mi from Jaffna is Valvet- 
titurai, once a sleepy fishing village 
and now a flourishing smuggling 
centre. It is also the home of Velupillai 
Prabhakaran, leader of the Madras- 
based Liberation Tigers of Tamil 
Eelam (LTTE), the main guerilla 
group. When a navy patrol boarded a 
high-speed motor boat allegedly used 
for drug smuggling, it came under fire 
and two sailors were killed and one in- 
jured. 

The TULF says it can produce the 
testimony of residents from Valvet- 
titurai, and nearby Myliddy and Thon- 


damanner, to prove the navy retaliated 
by shelling the town from the sea on 10, 
11 and 12 August. The numbers mark- 
ed on the shells have been noted, and 
the shells can be produced at an impar- 
tial inquiry, it says. Nearly 500 youths, 
the TULF alleges, were taken into cus- 
tody and later taken to “somewhere in 
the south.” 

More than 100 shops and homes and 
more than 30 fishing boats have been 
destroyed, the TULF charges. Athu- 
lathmudali said that in all about 300 
youths were arrested and already 40 
have been released, some to take their 
A-level exams. The others are being in- 
terrogated. 

The Defence Ministry has denied the 
shelling. “The navy has no shells,” said 
Athulathmudali, who cited a state- 
ment made by an LTTE spokesman in 
Madras to support his version. Only 
the army, he explained, used heavy 
weapons (76-mm guns) to provide pro- 
tective cover to a relief party that was 







x y 
forces did surroun 
to help the subsequent “combing ope- 
ration.” 

Situated strategically on the Gulf of 
Mannar, between India and Sri Lanka, 
the town of Mannar is about 50 mi 
south of Jaffna. & has a mixed Muslim- 
Tamil population and had never 


known any armed clashes. But on 13 | 


August, an army convoy was ambushed 
outside the town, with six soldiers kill- 
ed and several others wounded. 


esidents told reporters they had 
then lived through “a nightmare.” 
Troops, many in civilian clothes, de- 
scended on the town in a state-owned 
bus and, having set the main bazaar 
ablaze by throwing petrol bombs and 
grenades, sang and danced in the 
streets. There were five civilian deaths 
in Mannar and nearby Murukum and 
Chilavathurai. 
A hurriedly 


organised citizens’ 


meeting demanded a prompt inquiry, 
punishment for the mutinous soldiers 


and compensation. “If any soldiers are 
found guilty, they will be dealt with 
under the military law,” said 
Athulathmudali, while Jayewardene 
sent Muslim Affairs Minister M, H. 
Mohammed for an on-the-spot investi- 
gation. He found that more than 125 
shops and homes had been destroyed, 
the majority Muslim-owned. 

The ruling United National Party's 
(UNP) hyper-sensitivity to Muslim in- 
dignation is understandable. The is- 
land's second largest minority, the 
conservative Muslims have been tradi- 
tionally pro-UNP. But in Junethe gov- 
ernment had to deal with Muslim pro- 
tests over the establishment of an Is- 
raeli-Interests Section in the United 
States Embassy (REVIEW, 14 June). 

The Arab states are big tea buyers, 
oil suppliers and. employers of migrant 
Sri Lankan workers, now exceeding 
150,000. Moreover, neither Indian 
Prime Minister Indira Gandhi nor the 
Indian and Sri Lankan opposition 
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—! stoking tne anti-1sTüeH —.— 
propaganda fires in Sri Lanka. 
The UNP dilemma is a painful one. If — 


it does not impose exemplary punish- 
ment on the guilty soldiers, it not only 
risks Muslim displeasure but publie 
criticism for condoning army indiscip- 
line. If it acts firmly, it could risk 
lower-rank discontent. There have 
been hints to the foreign press that 
Marxist and extremist infiltrators into 
the ranks may be responsible for the 
Mannar outrage 

The critical problem of the army's 
future role overshadows the regime's 
immediate predicament. The army's 
numbers greatly swelled after the 1971 
Sinhala youth insurgency. The entry of 
raw village youths recommended by 
local MPs for “safe, steady government 
jobs" may have altered the institu- 
tional character of what was once a 
small, well-trained and well-officered 
army. 

“When one of their men dies, the rest 
go on the rampage,” said Bishop 
Deugopilai, Jaffna's Tamil Catholie 
bishop. More revealing, perhaps, is 
the observation of a form- 
er service commander: 
"Even if they were ready 
to die, this is not the sort 
of warfare they were 
trained for. Besides, 
ethnic rather than profes- 
sional thinking .condi- 
tions the reflexes of the 
ordinary Sinhalese sol- 
dier, and the army is 9896 
Sinhalese. " 

The demand of former 
prime minister and leader 
of the opposition Sri 
Lanka Freedom Party, 
Sirimavo Bandaranaike, 
for a dissolution of parli- 
ament and for the holding 
of the general election, 
postponed until 1989 by 
the December 1982 res 
ferendum, is cleverly 
timed. Soaring prices are driving the 
urban poor to the wall, an ill-paid pub- 
lic service to corruption and political 
dissent underground, 

A parliament which has outlived its 
term of office no longer represents the 
people, the former premier argued. 
Only a newly elected assembly. she 
said, can meet "the urgent need fora 
political settlement of the ethnic prob- 
lem consistent with democracy, justice 
and fundamental] human rights." But 
UNP supporters suspect that her de- 
mand for an election is part of the 
"grand plan" of Mrs Gandhi, her close 
friend. 

Colombo s hopes of "containing" the 
north and converting it to a Sri Lankan 
Ulster have been sapped by the 
fortnight's fighting. Scenarios sug- 
gested at academic seminars now 
range from Cyprus to Bangladesh, 
while a recent local newspaper edi- 
torial warned that "time is running 
out." n 
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Jy John McBeth in Bangkok 


he dust seems to have settled mo- 
mentarily on the much-debated 
oposal to extend Gen. Arthit Kam- 
1g-ek's term as supreme commander 
d army commander. But a lot of 
stions remain unanswered, includ- 
ng whether Prime Minister and De- 
ce Minister Prem Tinsulanond, in 
fact, has acquiesced on the issue — as is 
dely thought — or whether he has 
managed a successful holding action 
er weeks of political tension. 
The key interest lies in a letter Prem 
nt to deputy army commander Gen. 
b Anksranukroh on 16 August, 
hree days after he received a petition 
ed by à long list of senior military 
cers calling for Arthit's tenure to be 
ded for another two years. In his. 
ef reply, the premier agreed that Ar- 
'as a man of ability and dedica- 








hen Macau people. went to the 


sembly on 15 August they voted for 
us quo over change. The result 
& victory for the existing power- 
ers in the shape of an electoral al- 
'e between the leader of the Por- 
iguese-speaking Macanese elite and 
-Peking groups. The outcome ap- 
peared something of a disappointment 





who has been at odds with these same 


The big turnout at the polls cameasa 

surprise in this Portuguese enclave, 
where the predominantly Chinese 
population has hitherto been known 
or its political apathy. Observers 


uraged to go to the polls by either 
eir employers or associations. In the 








registered. voters turned up.to 


to vote in the 1980 elections.) 

























polls to elect a new Legislative 


Governor Vasco de Almeida e Costa - 


pointed out that many voters were en- . 


t elections, about 56% of the 
n 4,000 people registered | 


the unprecedentedly high l 
i m more, P what pe 








ough electoral reforms by the Portuguese governor mean 
any more voters for the assembly, the old groups win — — 


Philip Bowring and Teresa Mai in Macau 


were taken by bus to polling stations. | 
The outcome was undoubtedly dic- 
tated by Peking's desire to. see har-. | 
| mony in the administration of Macau,. 
which is sovereign Chinese. territory- 
under Portuguese administration, and. 







in air of uncertainty hangs Over the Thai political scene 
is the army backs a move for Arthit to SIM on 


tion and added: 
your opinion that it would be appro- 
priate to extend the service of the sup- 
reme commander/army commander, 


which is a good proposal, I will con-- 


sider action in accordance with the 
legal process." 


Most newspapers took thatasacon- | 
vincing sign that an ‘understanding . 


had been reached. And on the day the 
letter was received, army radio and TV 
stations broadcast a 
strongly denying reports of a rift be- 


tween Arthit and Prem. But a number , 
of experienced political analysts and , 
some of Arthit's more impatient sup- ` 
porters were not so sure about the full - 
import of the response — given the 
emphasis Prem placed on following |. 
_| tial prime-ministerial candidate. 
| tainty over when exactly the matter | 






the correct legal steps and the uncer 





not to allow democratic processes. to 
overtake existing power structures. 
Peking, which is believed to have view- 
ed the governor's democratic experi- 


ments with suspicion, has always had a; 


major say.in the running of Macau 
through unofficial representatives. 

But having interfered in this election 
by. backing one group and promoting 
participation to ensure this group won, 
it now has a more identifiable respon- 
sibility for associating itself with effi- 
cient and clean administration — not 
qualities for which Macau is.noted. 

In February, a row between the gov- 
ernor and Macanese deputies caused 


the old assembly to be dissolved by a 


presidential order from Lisbon. By dis- 


solving the assembly and instituting 
electoral reforms which resulted in a 
larger electoral suffrage and changes 
o.| in the composition of the assembly, the : 


*In decdidande with ; 


statement | 


i B 100% Chinese and the directly elected 
^,;.] Macanese now rely on Chinese votes. 


{| sembly is designed to accommodate 





ment. age of 60. But under an. amend- 
ment.to the Pension Act in 1980 — 
ironically designed to allow. Prem to 
serve an extra 12 months as army com- 
mander — it was stipulated that civi- 
lian and. military officials could have 
their terms extended on a year-to-year 
basis for up to five years. 
Bangkok-based 1st Division com- 
mander Maj.-Gen. Pichit Kullavanich 
| — Arthit's main backer and the man 
tipped to become chief of the import- 
ant lst. Army Region in next month's 
annual military reshuffle — explained 
the.request for a two-year extension, 
rather than the legally permitted one 
year at a time, by asking questioners 




























waether they understood. the Meaning 
of “agreement in principle.” 


L eaving aside the possibility of some 
private arrangement, Prem's letter 
fell far short of such a pledge which 
would allow Arthit to retain his two 
'posts through to the 1987 election year, 
'and keep him in the running as à poten- 


The. “prime minister's. response did 





reapportioned. so. that they are now. 


^ The assembly now consists of five 
‘deputies appointed by the governor, 


A^ .Six deputies directly elected by univer-. 


sal suffrage and another six seats indi- 
„rectly elected by interest groups. The 
“system of selecting deputies to the as- 


factional interests rather than to yield 
an assembly that is truly represen me 7 
tive of the people. | 
The indirect elections passed with- 
out much fanfare. With five people . 
contesting five seats representing eco- 
nomic interests, the candidates — all 
Chinese businessmen, led by Ma Man- 
kee, chairman of the staunchly pro-Pe- 
king Chinese General Chamber of 
Commerce — won effortiessly. Five 
groups contended for the six directly 
elected. seats. There. were.no divisive - 
issues as all emphasised stability and 
unity. All also promised to make Chin- 
ese an official language and improve the 

social-welfare and educational system. 

| 


B ut for all that the outcome was not 
entirely irrelevant. It proved that 
Peking could organise a lot of votes. 
But equally that it could not control all 
of them. The Electoral Union pulled in. 
16,000. votes,.giving the group four | 
seats on the. assembly while the re- 
maining two.seats went to, ProMacau, 
standing. fo or, "stability, convergence 
| nd Flower of 
dDe opment of Macau. 







































m of timing. 
AN 





in layi 

ter of the law, Prem appeared to bc 
heeding the opinion of his chief legal 
adviser — Minister Attached to the 
Prime Minister's Office Meechai 
Ruchuphan — who feels the extension 
request should only be considered 
after 1 October, in the same fiscal year 
in. which Arthit is due to retire. 
Meechai appeared to be basing this 
view on Article 21 of the Pensions Act 
which says names of officials due for 
retirement must be submitted before 
the end of the final month of each fiscal 
year. 

Whether this interpretation is ac- 
ceptable to the military remains un- 
clear, though many analysts are con- 
vinced the extension was initiated 
fully 14 months before Arthit's sche- 
duled retirement to strengthen his 


hand in the coming military reshuffle.’ 


This thinking is based on Prem's appa- 
rent refusal, in his capacity as defence, 
minister, to countersign a list of new: 
military appointments in April. 

The theory gained further currency 
after Pichit's remark on 7 August that 
the extension was broached at this 
early stage to head off possible divi- 
sions. If this is the case, any perceived 


(Dawn) — failed to win any seats. 
There was an interestingly high 5.6% 
of blank or invalid votes, suggesting 
some had gone to the polls unwillingly. 

While the name Electoral Union 
suggests unity, there is nothing obvi- 
ously in common among the candi- 
dates other than that they represent 
the old ways of sharing and manipulat- 
ing power. The group was hurriedly 
formed in July just a few days prior to 
the registration deadline. It is nomi- 
nally headed by Macanese lawyer Car- 
los d'Assumpcao whose conflict with 
the governor led to the dissolution of 
the previous assembly. 

D'Assumpcao, who has long been the 
protector of the Macanese special posi- 
tion and chairman of the previous as- 
sembly, had threatened to boycott the 
new elections in protest both against 
the governor and the enlargement of 
the franchise. But following a visit to 
Peking in June, d'Assumpcao changed 
his tack and emerged in alliance with 
the communists. “An alliance between 
God and the devil," suggested one local 
commentator. But it certainly had 
logic as it effectively helps Peking keep 


control of the new situation from be- - 


hind the scenes while giving face to 
d'Assumpcao. 

The union is backed by Ma and the 
president of the leftwing Federation of 
Trade Unions. The one Chinese on the 
union's elected list is Lau Cheok-va, 
the federation's vice-president. The 
Electoral Union campaigned for 
"maintaining stability and prosperity 
for Macau," a sweeping statement 
which Lau was hard-pressed to elabo- 
rate. 
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delay by Prem or the cabinet to con- 
sider the issue could cause further re- 
percussions. 

Despite claims that all is well be- 
tween Arthit and Prem, it is clear the 
prime minister has been under consid- 
erable indirect pressure. The round- 
up of 22 suspected members or active 
sympathisers of the outlawed Com- 
munist Party of Thailand in early July 
appeared to have triggered a string of 


Alexandre Ho of Fadem was consi- 
dered a dark horse in the race. The 
three candidates in his group won with 
about 3,500 votes, coming mainly from 
educationalists, social. workers and 
other young professionals. Ho claimed: 
"Macau Chinese are afraid. They re- 
main silent though they are quite dis- 
satisfied with the current social and 
educational system, the inefficient and 
conservative administration and cor- 
ruption.” 

The next question is who the gover- 
nor will appoint to the assembly and 
whether they may act as a counter- 
weight to the Peking/Macanese fac- 
tion, and thereafter whether Peking's 
men will opt for both cooperation and 
change in alliance with the technocrats 
whom the governor has brought into 
the administration. 


I: a radio interview, the governor 
professed satisfaction with the elec- 
tion result and said its importance was 
that it had removed.the link between 
Portuguese domestic politics and the 
Macau assembly. However, in an inter- 
view with the REVIEW, the governor 
sketched out a history of the evolution 
of Macau affairs which suggested that 
only time would tell whether the re- 
forms he had been trying to institute 
would now make progress. 

He noted the legacy of the Cultural 
Revolution in China which in 1966 and 
1967 stirred up "patriotic" elements in 
Macau and brought the Portuguese to 
their knees. Those elements were led 
by the unions and the Chinese General 
Chamber of Commerce. The events of 
1967 turned the Macau administration 


|] mnciaents wnicn nave serveu 19 seep —— 
political temperatures on the "ob 


(Review 23 Aug.). Most of Thailand's 
Pie hel. voluble politicians have re- 
frained from offering an opinion on the 
extension; but one significant develop- 
ment has been the first political student 
rallies for years and the clearly related 
re-emergence of the same rightwing 
groups which played a dominant role 
in the turbulence of the 1970s. 

In what has been by far the most tell- 
ing comment on events so far, Interior 
Minister Sitthi Chirarote said a small 
arms cache, seized by police in à 
Bangkok hotel room on the day Prem 
dispatched his letter, was deliberately 
planted with the aim of adding to the 
atmosphere of insecurity. Sitthi, one of 
the very few prominent figures to 
openly oppose Arthit's extension, dis- 
missed police reports that the cache 
belonged to the so-called Green Star 
communist movement and said the in- 
cident — which, for its size, received 
surprisingly prominent treatment — 
was linked to the "ongoing activities" 
of certain elements in the Thai capital, 
“I think I have said enough to enable 
vou to understand and guess what is 
what," newspapers quoted him às say- 


ing. ü 
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into a lame-duck government. Al- 
though relations between Portugal and 
China improved, the administration 
remained weak and subject to manipu- 
lation by small groups. 

The governor described his work in 
the past three years as a struggle to 
bring reform — “to improve, change 
and modernise quickly" — to Macau 
without causing "a collapsein Macau's 
internal life." By implication this was 
a criticism not just of the previous at- 
titude of d'Assumpcao and the 
Macanese elite, but also of the pro-Pe- 
king groups who appeared not to want 
a too active administration which 
would upset cosy arrangements. The 
governor said that forces were still at 
work to obstruct the plans of the ad- 
ministration and added that he had 
been under pressure to allow only one 
list of candidates to campaign for seats 
in the direct elections. 

The extension of suffrage would 
probably never have happened but for 
the governor's personal commitment, 
stemming from a past which included à 
major role in overthrowing the dic- 
tatorial regime in Portugal in 1974, 
and in the decolonisation of Mozam- 
bique. 

Neither the fact nor the conduct of 
the Macau election may make much 
difference to the administration or the 
people. But events have, with good 
reason, been closely watched by Hong- 
kong, which is yet to be given similar 
opportunities by a government sensi- 
tive to the fact that Peking does not 
favour such dangerous experiments, 
but also anxious that Peking-backed 
forces might win. 
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V.G. Kulkarni in Singapore 
gapore's ruling People's Action 
rty (PAP) has chosen Brig.-Gen. 
» Hsien Loong, the elder son of 
Time Minister Lee Kuan Yew, as a 
'andidate for parliament in the gen- 
ral election expected by December. 
though. his candidature has not yet 
been officially announced it has been 
üred.in the local press. The PAP is 
jelding 22 new candidates in the elec- 
on and 16 names so far have been 
de public. The younger Lee's name 
ected to be the last among the six 
be announced later this month. 
32-year-old brigadier-general, 
anks third in the military hierar- 
















































and will be the first top-level of- 
t o. enter politics: in independent 
gapore. He has been increasingly in 
ght since last yeàr when he 
addressing civilian forums on 
ilitary matters. Earlier this 
h he told à local newspaper he 
d like to make a suitable con- 
tion to Singapore society, imply- 
at he might enter politics. He is 
known to have undergone detailed 
ening by party stalwarts as a pre- 
a his candidacy  — 
wever, the final decision is likely 
st with his father who has not said 
uing ¿in public on the issue. 
na dh the prime minister 








y dere und T to suggest he 
tto start a dynasty,” commented 
nglish-language Sunday Monitor. 
he climate of su pport being gener- 


Papwhile; the prime minister told a 
ional Day rally on 19 August that 
rs Deputy. Prime Minister Goh Keng 
ree has decided not to contest the 
ming polls for reasons of health. 
Another senior PAP leader who has 
announced his retirement is Health 
Minister Howe Yoon Chong. Second 
Deputy Prime Minister S. Rajaratnam, 
9, who has been in poor health since a 
art-bypass operation last Novem- 

Iso wants to step down. But Lee 
he rally that he was trying to per- 
ie Rajaratnam to continue in poli- 





While Rajaratnam seems ulling to 
: persuaded, the prime minister's 






by the PAP government in the past 2 


the fastest-rising star in uni- 


oncern centres on an orderly succes- - 
on to his party's leadership. A major ~ 
ust of his National Day rally speech - 
s to preserve the gains notched up | 


he ruling party chooses the Prime Minister's sorkas a. candidate 
while the possibility ofa Stronger presidency is mooted . 
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years, including. the impressive $$20 


billion (US$9.3 billion) in foreign re- 


serves accumulated by the country. He 
added that the government was work- 
ing out a mechanism whereby the 
country's president would be given the 
power to prevent any future govern- 
ment from spending the national re- 
serves built up by previous govern- 
ments. 


For the president to assume such. 


powers, Lee said, he should be directly 
elected by the people. Under the exist- 
ing system, the president is chosen by 
the parliament and plays a largely 
ceremonial role. A popularly elected 
president, Lee suggested, preferably 
should be a former minister, as such a 
man would understand how govern- 


ments were run and budgets formu.’ 





lated. In addition, there would be a 
special presidential committee for the 
protection of the reserves. Thus a fu- 
ture president, together with his com- 
mittee, could block a ı popularly elected 


government. 
A: constitutional amendment creat- 
ing an elected presidency could be 
approved by the next parliament. 
While the detailed roles of a futurepre- 
sident and his prime minister are yet to 
be worked out, it seems all but certain 
that if the proposals go through, the 
government will be more presidential 
than parliamentary. 
Lee, who has hinted that he would 
not want to remain prime minister 
after reaching the àge of 65 in Sep- 
tember 1988, could well qualify as the 
most. likely PAP candidate for an exe- 


2] August that Lee might stand for 
election as president. “He is a good 
candidate and if I have to vote, I 
wil vote for him,' E  Rajatatham re- 
marked. | | 
Meanwhile -Ra 





cutive presidency. Rajaratnam said on ` 
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DoD m of he Malay PC in Ps 
country (REVIEW, 28 June). 

“Recently, in the Far Eastern Econo- 
mic Review somebody wrote that the 
Singapore government is not tackling 
its Malay problem," he said. “So I 
asked, Who was this man who wrote it? 
He comes from a country where things 
are even worse. And he comes here and 
gives us advice — mischievous advice, 
to start trouble between the Chinese 
and the Malays.” 

. According to the Chinese-language 
newspaper Lianhe Zao Bao, Rajarat- 
nam added: "The foreign correspon- 
dent concerned is trying to teach us 
older folks to suck eggs, when he him- 


self actually comes from a nation of 
people who can hardly afford to eat 


eggs,” 


(The article was written aimi by 
the. REVIEW's regional editor, David 
Jenkins, an Australian, and Singapore 

—-4 bureau chief, V. G. 
Kulkarni, an Indian. 
national.) 

Rajaratnam said 
that local reporters 
suffered from an in-- 


feriority complex 
when they met 
foreign journalists 


who were critical of. 
singapore. He went 


on: "These Singa- 
pore journalists 
should ask them- 


selves whether what 
is being done is good 
for Singapore or not. 
I don't care two hoots what the editors 
of Far Eastern Economic Review, Asia- 
week, the Herald Tribune, the London 
Times or The New York Times think." 
The day after Rajaratnam's attack, 
Lee also lambasted foreign journalists, 
saying: "They have got it all wrong. 
They don't know what happened. 
"They came here when we were in- 
dependent. Lack of human rights, 
[lack of] free press, tame, docile, too 
clean, sterilised. I thought to myself, 
God, I should get their De e 
back. One day perhaps I should go 
through the old list of men who used to 
interview me in the 1950s and 1960s 
and get SIA. [Singapore Airlines] to fly 
them back, free. | 
"The stench, the filth, the total con- 
the sense of despair and 
hopelessness [then prevailing in 
Singapore]. What changed it? Human 
rights? And I say this especially for the 
growing g oup. of intelligentsia who 
read these magazines: : just remember 
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Ö INTERCONTINENTAL HOTE 


BERLIN. The city's premier deluxe hotel, the InterContinental, close to the Tiergarten park area vithin w | | 
COLOGNE. The Inter* Continental Cologne, near banking and shopping areas, commands a beautiful view of the cathedral. DUSSELDORI 
Rhine, adjacent to the fairground, the Inter* Continental Düsseldorf enjoys an enviable reputation. FRANKFURT. l 
splendid views of the city and the ever-changing Main river scene. HAMBURG. Within walking distance of the Congre 

Outer-Alster Lake, is the Inter* Continental Hamburg. HANNOVER. The InterContinental Hannover has a 


Rathaus” building. MUNICH. Surrounded by the opera, theaters, museums and fashionable shops is the w 
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INTERCONTINENTAL? More than 80 superb hotels around the 











Donner may pve 
trying to tell you 
that the car is 
exclusive. 

Whether it’s true 
depends on what's 
underneath: 


The BMW 7-Series. 







































nigrn-sournuüuting Names ari uie nime vert, 
status-orientated concept of exclusivity. 
These days, discerning drivers are 

feeling themselves much more drawn to a 
quite different idea of exclusivity — the kind 
that starts on the inside. 

The kind that can be found beneath the 
symbol, which promises nothing on 

the bonnet that cannot be substantiated by 
the technology lying underneath. 

In short, they are discovering the exclusi- 
vity ofthelarge BMWs. 


From the word go, the large BMWs have 
been leaders of this new interpretation of 
exclusivity and status. 

Evenatatime when the ideal in top-class 
motoring was still seen as size, opulence, 
pretentiousness and expensiveness above 
everything else, the name BMW stood 

for an impressive alternative. 

Cars, which still conformed to all the ob- 
vious criteria for élite cars - such as 
superior quality, interior fittings, comfort 
and safety — but which also added a new 
dimension to them — namely, modern tech- 
nologies, which give luxury cars both 
agreater contemporary relevance and a 
more secure future. 

One particularly important example of 
thesetechnologies is Digital Motor Electron- 
ics, a “world’s first" from BMW in 1979, 
and today already further developed into 
its second generation. 

DME allows the large BMWs to achieve 
exceptional performance, efficiency and 
economy under any given driving situation. 
Ortake the new 4-speed automatic trans- 
mission with its special converter lock-up 
clutch, which ensures even greater fuel 
economy by the large BMWs, 

but without sacrificing anything in perfor- 
mance. 

Or the BMW 7-Series suspension with its 
patented double-joint, spring strut front 
axle and 13? semi-trailing arm rear axle — 
a design which gives the large BMWs their 
incomparable agility combined with 
exemplary driving safety, which is further 
enhanced by the electronic ABS anti-lock 
braking system, again introduced by BMW 
back in 1979. 

Ortakethe electronic cockpit instrumen- 
tation with its SI Service Interval Indicator. 
EC Energy Control and Active Check- 
Control — features which together give 
drivers the comprehensive data essential 
to better driving and greater control. 


"UO y, GHY VNG tet Fej BE SERE PARE INR 
ortwo alternatives available in genuine, 
top-class motoring, shouldn't search for 
the comparable, but for the truly incompar- 
able and unusual. 

Because what differentiates the BMW 7- 
Series from others is really unusual. 

They don't represent the passive, obvious 
status symbols of yesterday, but innova- 
tive and dynamic partners with astonishing 
mobility, exceptional all-round perfor- 
mance and unrivalled handling qualities. 
The BMW 7-Series models offer a sum of 
technological firsts, which has justifiably 
led to the large BMWs being recognised 
by the world's most demanding buyers as 
the most progressive and advanced luxury 
cars available. 

If you're demanding enough to only be 
satisfied with the best, but are also indepen- 
dent enough to recognise the less usual 
concept of top-quality motoring as the 
most progressive, then a large BMWis 
made for you. 

Because in the end analysis, it obeys 

the law which says that progress can never 
mark time, and can only be achieved by 
the courage to innovate and the readiness 
to take decisions. 

And isn't that exactly in tune with your way 
of thinking? 

Model and equipment availability in the BMW inter- 
national range may vary from country to country. 
Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 
Brunei: Performance Company Ltd., Bandar Seri 
Begawan, Tel.: 20383 

Hong Kong: BMW Concessionaires (H.K.) Ltd., 

Tei.: 3-7145271 


Indonesia: P. T. Tjahja Sakti Motor Corp., Jakarta, 
Tel.: 326939 


Korea: Kolon International Corp., Seoul, Tel.: 771-57 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Kuala Lumpur, Tel.: 03/4185 55 


Philippines: Hahn Manila, Manila, Tel. 7412 808 
Singapore: Performance Motors Ltd., Tel.: 4698800 


Taiwan: Pan German Motors Ltd., Taipei, 
Tel.: (02) 7153101 


Thailand: Continental Auto Centre Co.. Lid., Bangkok, 
Tel.: 214-25 21 
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German Airlines 
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*. MEANWHILE, we recently 
| what of 


na, there: isa -pas d | (REVIEW, 9 Aug. )hada Peking hotel of- 
" Demel's of such pon Ü-year ^ | fering “old snacks.” Another reader, 
old tradition at still referred to | Peter Nickerson, sends a card describ- 
und K Ke | ing the latest in the services offered by 
Shanghai's Jing Jiang Hotel, which 
should suit a disciplined masochist: 





meaning: "Imperial and Royal," the 

Austro-Hungarian empire's equiva- 
lent of ^ “By Appointment to H. M. the 
Queen.” J am sad to have learned 
from our man in Vienna, Dr J. S. 
Szuszkiewicz, that Demel's has de- 
clared war on Japan and in its vener- 

able windows there is a notice read- 
ing "Off Limits for Japanese." 

It appears that the proprietor, Udo 
Proksch, is upset. A Japanese firm in - 
Kyoto, Tokurabune, approached him 
making a most attractive offer: the 
Vienna Opera having succeeded so 
well in Japan, the country was ready 
for Demel's .— and Tokurabune was 
willing to pay US$1 million plusa 4% 
commission for the right to open a 
chain of Demel coffee-houses in 
Japan. An enraptured Proksch flew | 
to Tokyo in June only to find to his 
rage that the name of Demel had al- 
ready been registered as thej] = 
trademark of Pn: company. E 
What was worse, the “traitor” was-a | 
pastry cook trained 10 years ago in 
Demel's own kitchens. 

Back Proksch flew to Vienna to 
post up his “Off Limits” notice. In 
fact, the waitresses (all still wearing 
their traditional long black dresses) 
say that all guests are still welcome. 
Japanese clients are particularly wel- 
come if they are willing to sign a pet- 
ition of protest which Proksch in- 
tends to send to Japan's emperor, no 
less. After all, Demel’s is used to deal- 
ing with top people. 

@ ON the subject of food, animal 
lovers from the West often wax indig- 
nant over the Chinese taste for eating 
dogs. I cannot see the difference be- 
tween eating dog and, say, veal — 
though the traditional way of killing 
a dog to ensure the meat is tender is 
revolting (the slaughtering of a calfin 
an abattoir is hardly pretty). But the 
British, who make more fuss when a 
dog is ill-treated than they do when a 
child is brutalised, were cooking dogs 


ROOM SERVICES . CHINA's $ UTE province: ds 
importing all types of high-technol- 
ogy these days: a firm called United 
Food Enterprises Inc. is producing 
soft drinks packed in the most mod- 
ern foil-lined waxed cartons come 
plete with a little round hole for the 
straw. One of the drinks is called 
Wuchaseng or Crataegus Juice. This 
sounded less appetising than the fruit. 
illustrated on the carton — bright red. 
berries looking like a cross between 
strawberries.and lychees. An encye 
lopaedia revealed that the genus 
crataegus, a member of the rose fami- 
ly of plants, is the familiar hawthorn, 
and T'm stire the drink would sell bet. 
ter as Hawthorn Fruit Juice. 
As with so many products of C 
this, juice, boasts many pr 


Mesals Smacks & Drinks to be served ato i 


the appointed time. 


Please Contact the Room Attendant 
Around-the-clock services 





The word "snacks" appears to be 
accident-prone, so frequently is it 
abused. At least half a dozen readers. 
spotted an ad in Hongkong's South 
China Morning Post for a forthcom- 
ing seminar on Switzerland and its fi- 
nancial services to be held i in n Hong- 
kong. The price? _ 


Date : 6th September, 1984 



















cates too- that Guangdong ig just 
worried about the environmental 
dangers of the nuclear power plant to. 
be erected near Hongkong as the te 
ritory itself is, for the Crataegu 
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Juice, according to the carton, is good 
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Seminar fee: HK$250 per person 
(Free pid ee and snakes) 


As most i the spotters commented, 
it is to be hoped they aren’ t poison- 
ous. | 
e OF course, in Hongkong snakes 
are regarded as a delicacy, as is 
clearly proved by the name of this 
restaurant photographed by a visitor 
from Bangkok, Y. F. J. Yee: 


for: 





A Hongkong friend explained that 
the word "snake" used as a verb in 
for their medicinal value back in the Cantonese means to sneak or slip out 
late 17th century, as this recipe for | of work for a quick break, so the cafe 
Oil of Whelps, spotted in a London | was well named. But another estab- 
newspaper by P. I. Crabbe, proves: | lishment Yee also snapped in Hong- 





€ FROM Jakarta, C. J. A. Dally sends 
a tag from a tea bag served to him in a 
southern French restaurant, which 
seems to have got its oriental images 


kong was less happily christened: 
i all confused: 


Oyl of Wheips 
Take of Sallet Oyl - four pound 
Two puppy dogs newly whelped 
Earth wormes washed in white 
wine - one pound 


Boyl the whelps till they fall in 
pieces. then 
put in the wormes. a while after 
strain it then 
with three ounces of Cypess Tur- 
pentine and one ounce — 
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Opposition leaders at memorial mass; rally crowds: a confirmation of 
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Marcos gives ground on some points, but the future is still uncertain 


The Aquino legacy 


By Richard Nations and Guy Sacerdoti in Manila 


leader Benigno Aquino at Manila 

airport 12 months ago killed the 
man but brought his political pro- 
gramme to life. Aquino was returning 
from three years' self-imposed exile in 
the United States determined to reach 
an ailing President Ferdinand Marcos 
and persuade him to set the process of 
liberalisation in motion before a power 
struggle in Marcos' inner circle de- 
cided the succession. 

Aquino himself was probably the 
first victim of the succession struggle 
he wanted to prevent, and one year 
later Marcos has regained his equilib- 
rium. But the backlash triggered by the 
assassination — from the popular 
Aquino cult throughout the country to 
a heightened concern in the Pentagon 
over the future of US bases in the 
Philippines — has tilted the political 
balance in favour of reform. 

Over the past year, Marcos has had 
no choice but to concede a number of 
items in Aquino's political agenda. 
There is now increasing press freedom, 
a coherent opposition has taken shape 
in the assembly, there is a timetable for 
local elections in 1986 and presidential 
elections in 1987. There is also a new 
mechanism to establish a clear line of 
legal succession, a new self-confidence 
and the belief that there can be no re- 
turn to thestatus quo ante Aquino's as- 
sassination. 

But the liberalisation is still very 
fragile. And.there is a recognition that 
the realities of power remain essen- 
tially unchanged. Marcos recovered 


T: bullet that struck opposition 


29 


his health last December and is now 
back on form. Shortly after the May 
parliamentary elections Marcos 
turned around and restored virtually 
his entire cabinet. There are no signs he 
is losing the loyalty of the military. The 
Aquino crisis has further consolidated 
relations between Marcos and armed 
forces chief of staff Gen. Fabian Ver, 
and Marcos' powerful wife Imelda ap- 
pears poised for a comeback. Marcos 
also retains decree-making powers 
under Constitutional Amendment 6, 
authorising him to use virtually all the 
powers he enjoyed under martial law 
"in an emergency." 

Nonetheless, opposition politicians 
view Marcos’ concessions as purely 
procedural, and feel they must con- 
front him in parliament and 
strengthen their position with escalat- 
ing pressure on the streets to prove 
their own relevance, and wring more 
concessions from him. They realise 
that the ruling Kilusang Bagong Lipu- 
nan (KBL or New Society Movement) 
has two-thirds of the seats in the na- 
tional assembly and can dominate 
every vote. But the core of the opposi- 
tion — the United Nationalist Demo- 
cratic Organisation (Unido) coalition 
and Philippine Democratic Party — 
Lakas ng Bayam (PDP-Laban) — have 
agreed on a two-pronged strategy to 
confront Marcos. 

First, they are moving ahead with a 
motion to impeach the president for 
treason in order “to reveal to the peo- 
ple all of Marcos' shenanigans and cor- 
ruption,” as PDP-Laban leader 


Aquilino Pimentel put it. At the same 
time they are pressing for Marcos to 
abolish his decree-making powers, and 
thus transfer real power to the assem- 
bly, even though it remains dominated 
by the KBL. 

Confrontation is a dangerous stra- 
tegy. “You can't have real change 
without bloodshed, and you can't force 
Marcos' back to the wall," said former 
senator and Unido president Salvador 
Laurel. “But in today's climate it is 
very difficult to sell the idea of recon- 
ciliation and compromise to the people 
without them suspecting a sell-out." 

The true character of opposition 
politics is not being determined within 
the assembly, which is seen as part of 
Marcos' world. Rather, the alliances 
and strategies which determine whe- 
ther the opposition eventually adopts a 
conciliatory or uncompromising post- 
ure towards the regime are being 
worked out within the amorphous 
Aquino movement. All levels of socie- 
ty, principally in Metro-Manila, have 
been drawn into a loose but peaceful 
popular movement where all the forces 
opposed to Marcos' rule — from Left or 
Right — are forging alliances and test- 
ing the public temper. 


movement gives it a peculiar 

dynamic. The movement has no 
leaders, no organisation, no specific 
objectives and no particular direction. 
It arose spontaneously in reaction to 
Aquino's murder and took uncon- 
scious shape around the Roman Catho- 
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Aquino statues unveiled in Manila: the stuff of legend. 





lic traditions of processions, funerals 
and masses; Aquino's legacy of opposi- 
tion to the Marcos regime has been 
fused with the symbols of Filipino folk 
culture. 

And one year later no politician who 
sees a future in the opposition could af- 
ford not to support the anniversary 
commemoration, for fear of being left 
behind in the fluid alliances, where the 
moderates and radicals are testing not 
just each other but the temper of the 
people. 

Unido party leaders such as Eva 
Kalaw and Ramon Mitra want to 
identify with the symbolism of the 
Aquino movement in hopes that it will 
lend a popularity to their own essen- 
tially conservative politics. Unido won 
Metro-Manila in the elections, but its 
party leaders have little experience 
with mass politics, and do not want to 
be overtaken by the Left. 

But Unido became increasingly am- 
bivalent towards the Aquino move- 
ment when the rally focus shifted early 
this year from Marcos' resignation to 
an election boycott. The boycott move- 
ment brought together a group of 
Makati businessmen involved in poli- 
tics for the first time. 

Aquino's younger brother Agapito, a 
Makati businessman who moved into 
politics after the murder, became the 
rallying point for this new alliance. 
This is exactly the danger the moder- 
ates see in the fluidity of the Aquino 
movement. However, the impact was 
neutralised by the split in the Aquino 
family itself, with Aquino's widow, 
Corazon, supporting Unido's stand on 
participation in the elections. 

But the moderates also know that 
the Aquino movement easily could 
get out of control and that it is wide 
open to the provocation which could 
trigger a bloodbath and subsequent 
polarisation, thus eliminating the 

political middle ground where they 
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have taken their stand against Marcos. 

Pimentel is a former mayor of 
Cagayan d'Oro in Mindanao, where he 
has been dealing with insurgents and 
communist cadres most of his political! 
career. Now that he is in Manila, 
Pimentel has been building his links 
with the Left and, unlike Unido, has 
experience with mass politics and little 
empathy with the Manila upper 
classes. 

Pimentel’s natural ally on the streets 
is Lorenzo Tanada, the father figure of 
Filipino nationalism. Tanada's Co- 
alition for the Restoration of Democ- 
racy (Cord) is a broad umbrella organi- 
sation for Left-leaning human-rights 


groups, social action groups run by the | 


church for the benefit of the urban 
poor, student activists and the 
Kilusang Mayo Uno (*1 May Move- 
ment") labour union and front organi- 
sations influenced by the Communist 
Party of the Philippines (CPP). 


any Cord groups resent the 
M cult" fearing it will 


only perpetuate conservative 
thinking and distract attention from 
the opposition to the US bases, transna- 
tional corporations and other national- 
ist issues. But the Left lost the last con- 
test with the moderates when it backed 
the CPP call to boycott the elections. 

The leftists cannot afford to remain 
aloof from the Aquino movement and 
indeed have made themselves promi- 
nent in order to siphon off recruits for 
“mass organisations” which, before 
Aquino's death, had no mass base at 
all. Now the Cord groups, when coor- 
dinated, can call 20,000 out on the 
streets, a significant achievement after 
just one year. 

The CPP sees a big opportunity in 
the Aquino movement to break into 
Manila's politics and build bridges 
from its rapidly expanding, but still 
isolated, rural strongholds in regions 


PHILIPPINES 


Peaceful 
remembrance 


T 21 August commemoration of 
the death of Benigno Aquino drew 
half a million people to a rally in 
Luneta Park in Manila in a peaceful 
demonstration of opposition, taking 
control of the nation's capital away 
from the authorities for the day. The 
turnout, the largest since the 31 Au- 
gust 1983 Aquino funeral, gave a 
boost to the opposition, which feared 
a poor turnout might put a brake on 
the momentum gathered after the 
May elections. 

There were no reports of violence. 
The police were pulled off the streets 
and security was tight only around 
the presidential palace, Malacanang. 
Nor did a march on the palace and the 
United States Embassy, anticipated 
by many, materialise, suggesting that 
the moderates had prevailed in en- 
suring that the demonstration not be 
used to provoke the regime. 

But it was clear that the Left had 
improved its organisation and its 
participation — estimated at 100,000 
— was dominant, for the first time at 
a large Aquino rally. Red flags and 
streamers identifying leftists out- 
numbered the yellow flags of the 
moderates; and moderate politicians 
such as Unido’s Salvador Laurel 
were booed while those more Left- 
leaning were cheered enthusiasti- 
cally. 

— RICHARD NATIONS AND GUY SACERDOTI 
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such as Bicol, Northern Luzon, Samar 
and Mindanao. The CPP has moved 
cadres into student, labour and other 
"sectoral organisations" and see the 
Aquino movement as a unique oppor- 
tunity to practise united-front tactics 
in Manila for the first time 

The movement exposes them to all 
levels of society in Manila and to the 
growing Left-leaning' sentiments in 
the middle-ranking bureaucracy and 
among white-collar workers in 
Makati. In the present circumstances, 
Cord is a bridgehead for the com- 
munists in Manila. For the moment, 
the CPP has an interest in preserving 
the process of limited liberalisation, 
since it would be the first target of a 
crackdown in Manila; but it does not 
want to see Marcos replaced by a mod- 
erate democratic regime. 

The moderate opposition is also hop- 
ing popular pressure will be enough, in 
time, to force splits in the ruling KBL. 
The KBL assemblymen are largely new 
faces and though few are willing vet to 
defy Marcos openly, fractures have al- 
ready opened as the members of the 
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ruling party position themselves for 
the post-Marcos era. . 

The new ruling-party assemblymen 
are far more ambivalent towards Mar- 
cos than their predecessors were and 
some go out of their way to assert their 
loyalties to their constituencies, trying 
to distance themselves from Marcos 
while simultaneously manoeuvring for 
his favour. “The unity of the ruling 
party is directly proportional to the 
strength left in Marcos' body," an op- 
position leader observed. 

The first victims in the KBL infight- 
ing are the so-called technocrats led by 
Prime Minister Cesar Virata. Marcos 
barely managed to prevent members of 
his own party from joining the opposi- 
tion during a six-hour assault on Vir- 
ata from the floor of the assembly late 
on 23 July. Fellow technocrat Roberto 
Ongpin was the only KBL member who 
spoke out in Virata's favour, while the 
rest of the party remained silent. 

A month or two earlier Marcos had 
to pay a high price — P4.6 billion 
(US$328.5 million at the prevailing 
rate of exchange) in new money 
printed for the elections — to buy the 
loyalties of the party candidates, and it 
is not clear how long those debts will 
remain outstanding. “Marcos is paying 
to stay in power,” a diplomat com- 
mented. “And he will continue to have 


to do so.” 
B have a stake in Marcos re- 

maining in power until the transi- 
tion mechanism is given substance. In 
the early months after Aquino's assas- 
sination, the Roman Catholic Church 
and the Makati business community 
were united with the moderate opposi- 
tion in demanding Marcos' resigna- 
tion, a move they saw as essential if 
there was to be a return to stability and 
confidence. Since the elections they 
have changed their outlook. They now 
believe that Marcos is holding the 
centre against disorder and want him 
to remain there but to make further 
concessions. 

"Shortly after Aquino's assassina- 
tion even our constitution was not 
clear on the question of succession,” 
Roman Catholic Archbishop of Manila 
Cardinal Jaime Sin, who has been 
identified with the moderate opposi- 
tion, told the REVIEW. “We were afraid 
that there would be a coup d'etat and 
everybody talked about [Marcos'] im- 
minent death. Now, in 1987 there will 
be an elected vice-president; and even 
Uncle Sam [The US] is behind the pre- 
sent dispensation because of its mis- 
takes in the past." 

"Marcos' bad health has saved him,” 
said columnist Maximilio Solivan. 
"Everyone knows he will die and that 
allows everyone to avoid the hard 
choices." This reflects the more sober 
assessment now taken of Aquino's as- 
sassination, The consensus view 
among the Manila elite is that Aquino 
was the first victim of a power struggle 


ut assemblymen in both parties 


P Ld 
wm 
^ 
v 
m 





c z&ANEEMLOT. ic £z 
: -e o rfl sida d a 
MOUNTS x p CRM 


dent was widely thought to be dying 
from complications after an operation. 

Even government officials and most 
educated Filipinos speculated at the 
time that Mrs Marcos and Ver were be- 
hind the plot to assassinate Aquino, for 
fear that he would return to Manila, 
unite the opposition with Washington's 
support, and push Mrs Marcos aside in 
the succession stakes. Whether the 
theory is correct or not, it remains 
widely believed both in Manila and 
Washington. 

The moderate opposition, the 
church, and Makati now have a com- 
mon strategy towards Marcos, though 
tactics differ widely. They all want to 
see Marcos make a substantial power 
concession — principally to abolish or 
severely restrict Amendment 6 — to 
give substance to the transition re- 
gime. But this is weighted against the 


fears that if he dies too soon the same 
power struggle that killed Aquino will 
erupt once again. 

The army is seen as the arbiter of 
power if Marcos dies suddenly. The 
speaker of the assembly will, under the 
law, succeed Marcos, but the real 
power issues will be settled among 
Marcos' inner circle, which includes 
Mrs Marcos, Ver and coconut baron 
Eduardo Cojuangco. The army dou- 
bled in size during the martial-law 
period 1972-81 and has been moder- 
nised with US-supplied weapons. 

If there are any politically ambitious 
generals they are not known. The rela- 
tion between Marcos and his top 12 
generals is cemented by personal 
loyalties. And there has never been a 
political test of the loyalties further 
down the chain of command in this re- 
latively new army virtually created by 
Marcos himself. 

Ver stood by Marcos when he was ill 
and Marcos in turn stood by him, de- 
spite pressure from Washington to re- 
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was promoted up through the staff, has 
a limited personal following within the 
army and it is thought unlikely that he 
could transfer the military's loyalty 
unchallenged to Mrs Marcos if the pre- 
sident dies. 


owever, if the military fragments: 
in a succession struggle, some 
Filipinos speculate, Ver could 
rely upon the powerful military intelli- 
gence agencies, the Presidential Secu- 
rity Command, and specialised com- 
mand units directly under his control, 
such as Aviation Security Command, 
which was charged with keeping 
Aquino safe at the airport. These vari- 
ous units are mobile and located in 
Manila, giving Ver the advantage in a 
power play. 

Lieut-Gen. Fidel Ramos, a West Point 
graduate who is widely respected in 
the ranks as a professional soldier, 
could become a rallying point for a 
counter-coup move, but he is not in a 
position to take the initiative, since he 
only has the Philippine Constabulary, 
a counter-insurgency force dispersed 
throughout the country. Analysts see 
Ramos possibly backing an alternative 
KBL candidate to block a power play 
by Mrs Marcos and Ver, but this is not 
likely. The loyalties of the battalion- 
level commanders have never been 
tested, but Pimentel believes that 
many of those who have contact with 
the rural areas through counter-in- 
surgency operations are sympathetic 
to continuing liberalisation and would 
back the opposition. 

There are, however, senior generals 
who equate reform with subversion 
and see the military as the nation's de- 
fence against chaos. "Free-wheeling 
democracies like you have in the US 
won't work here, even if Washington 
tries to force it on us," a senior officer 
recently told the REVIEW. "When you 
have former colonies the people look 
up to an iron hand.” 

Officers of this ilk could step in to 
take over from an ailing Marcos if the 
pace of liberalisation were to move too 
fast. It is not known if KBL politicians 
have started putting feelers out to the 
generals to position themselves for the 
succession struggle, but links between 
regional commanders and KBL leaders 
are long standing. Regional command- 
ers, however, are at a disadvantage 
when the power issue is likely to be set- 
tled in Manila. 

Aquino correctly assessed these 
power realities before his decision to 
return from three years of self-im- 
posed exile in the US. Rumours of Mar- 
cos' bad health made his decision to re- 
turn all the more urgent. The threats 
against his life paradoxically con- 
firmed his conviction that if he re- 
mained at Harvard University, events 
in Manila would overtake him at the 
critical moment when the vel fu- 


ture was being determined. "If I sub- 
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mit to threats then Iam in another kind 
of prison," he told the REVIEW shortly 
before leaving for Manila. 

" Aquino returned to Manila to offer 
Marcos the one thing 16 years in power 
had denied him," Laurel said. “An hon- 
ourable place in history and security in 
retirement for his family and fortune." 
In return Aquino wanted Marcos to 
agree on a specific agenda which in- 
cluded à new election law, an indepen- 
dent election commission, abolition of 
decree making powers, a new succes- 
sion law and a commitment to free and 
fair parliamentary elections which 
Marcos had promised to hold early in 
1984. The opposition "don't want to 
drive him from power," Aquino said at 
the time. "He will remain president 
until 1987, but we want a share of 
power in a stable parliamentary con- 
text." 

Aquino also sensed a shift in 
Washington's attitude. As soon as the 
new five-year lease for the Clark and 
Subic  airbases was successfully 
negotiated in April 1983, the US State 
Department began to look forward to 
seeing Marcos put a transition 
mechanism in place, recognising that 
instability in the Philippines could 
weaken the US position in the Pacific 
at a time when the Soviet Pacific fleet 
was gaining increasing access to Cam 
Ranh Bay in Vietnam. But it was not 
until Aquino's assassination that 
Washington focused itself seriously on 
the Philippines and then it took up es- 
sentially the same programme as 
Aquino and the moderate opposition. 


ichael Armacost, the US ambas- 
M: to the Philippines at the 
time, was, however, too closely 
identified with Marcos to effect a 
change in line convincingly. Several 
well-informed sources say that during 
an audience with Marcos in December 
1983 in Baguio, where the president 
retired over Christmas to recuperate, 
Armacost made it clear there should be 
no place for Mrs Marcos and Ver in the 
transitional regime, if it was to be 
credible to the opposition. This is not 
confirmed officially, but Marcos made 
his dissatisfaction with Armacost clear 
by failing to award him the Sikatuna 
Medal — offered routinely to departing 
envoys — when he returned to the US. 
Secretary of State George Shultz, 
aware of the bad relations between Ar- 
macost and Marcos, decided the new 
tough line needed a new ambassador. 
"Shultz holds Armacost in high esteem 
and therefore wanted to promote him 
out of Manila without repudiating 
the policy line," a well-informed US 
source said. Armacost returned to 
Washington as under-secretary of 
state for political affairs, the highest 
position a career foreign-service of- 
ficer can aspire to in the State Depart- 
ment. 
Subsequently the same US message 
— reform and secure the transition — 
was brought home to Marcos through a 
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Shultz in Manila: a change of line, a change of ambassador. 





number of other channels, including 
Harry Taylor, president of Manufac- 
turers Hanover Trust and the chair- 
man of the advisory committee 
negotiating the rescheduling of the 
Philippines’ foreign debt, and Gen. 
Vernon Walters, who has a long-stand- 
ing relationship with Marcos, while 
consulting on US military supplies for 
the Philippine armed forces. 

It cost Aquino his life, but his deci- 
sion to return home at least achieved 
the first part of his agenda — agree- 
ment on the procedures of transition — 
which he intended to negotiate with 
Marcos in the name of his homecoming 
slogan: “Reconciliation with justice.” 
However, Aquino's death destroyed 
the atmosphere necessary to achieve 
the substantive. part of compromise 
and power sharing. 

The Manila elite is quietly sending 
signals to Marcos that they will not 
savage his fortunes and family if he re- 
linquishes power. “God sent a scourge 
to punish the country," Sin said, refer- 
ring to Marcos. "But if he [Marcos] 
comes down I will help him; it's Chris- 
tian to forgive.” The opposition leaders 
are saying the same thing to Marcos 
but the message is devalued by their 
simultaneous moves to impeach him. 

The opposition's compromise be- 
neath the surface of confrontation has 
created a false sense of security in a 
dangerously fluid;situation. The post- 
election set-up hàs extended the politi- 
cal horizons into the medium term to 
consolidate a transition mechanism by 
1987. But this has tended to blind some 
people to the urgency of the economic 
crisis, encouraging almost everybody 
to ignore hard choices, and perpetuat- 
ing the illusion that there are technical 
solutions to the problems of the econ- 
omy upon which Virata and the Inter- 
national Monetary Fund will eventual- 
ly agree. 

The crisis in the economy, however, 
flows directly from the steady erosion 
— and sudden collapse after the 
Aquino trauma — of confidence imthe 
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Marcos regime. This basic reality was 
for a long. time ignored by everyone 
with a stake in the regime, inclüding 
the IMF, foreign commercial banks 
and. Washington. Raising reserve re- 
quirements or devaluations were just 
first aid. As | 

Capital flight gathered pace — at 
around US$2 million à day through the 
black market, according to official fig- 
ures — from July 1982 as middle-class 
money began to shift steadily abroad. 
It intensified after the KBL caucus in 
April 1983 when Virata and the tech- 
nocrats were under an attack orches- 
trated by Marcos himself. That wor- 
ried both foreign and domestic invest- 
ors and the capital outflow accelerated 
to its peak of an estimated US$5 mil- 
lion a day the week before the Aquino 
assassination, when rumours of Mar- 
cos’ ill-health spread. 

“By the time of the Aquino assassi- 
nation most of the businessmen had al- 
ready shifted their liquid assets abroad 
through the black market,” a.foreign 
banker commented. Capital flight con- 
tinued after the assassination, “but by 
this time Makati was disinvesting." 
The latest government figures estimate 





that.gross domestic investment will 
decline by more than 30% this year: 


began losing "Confidence in the 

Philippines, and the Japanese — fol- 
lowed shortly by the big US commer- 
cial banks — began to reduce the 
maturity on their short-term trade cre- 
dits from 90 to 60 days. After the assas- 
sination some banks put the Philip- 
pines on one-week money, and by the 
week before Virata flew to New York 
to declare the country's first debt 
moratorium, it was overnight. 

The collapse of foreign banks' confi- 
dence in the Philippines fed the vicious 
cycle of declining confidence within. 
"When trade financing stopped there 
was immediate speculation about the 
shortages of commodities and daily 
needs and people bégan withdrawing 


[: April last. year foreign banks 











jars abroad the smaller savers and 
householders were stuffing pesos 

under the mattress. "Nobody wanted 

: ‘traders’ would. only 

sell if you had cash i in hand,” the prime 

minister said: > 

Virata was hoping to limit the dam- 
age by a quick settlement with the IMF 
for astandby agreement of 615 million 
special drawing rights (about US$645 
million) tied to negotiations for a re- 
scheduling package. Foreign banks 
also felt that the problem could be dis- 
posed of by Christmas. But two things 
threw the negotiations hopelessly off 
track: 

Money supply suddenly shot up by 
38% in the last quarter as freshly 
printed bills flooded the market, in- 
creasing by 54% the cash outside the 
banking system. Foreign bankers in- 
terpreted this as Marcos’ Christmas 
bonus to the nation to take the wind 
out of the Aquino movement and divert 
people’s attention to holiday shopping. 

This helped propel inflation upward 
from 10% at the time of Aquino’s as- 
sassination to 26% by the end of the. 
year. It also threw out of the window 
the monetary discipline Virata was 
trying to maintain to restore the coun- 
try's credibility. The IMF had insisted 
on a ceiling for demands that the 
Philippines comes to terms with the 
IMF as a precondition for fresh credits. . 

There have been two devaluations 
and four successive 90-day mora- 
toriums since Aquino's death and little 
perceptible movement towards a set- 
tlement with the IMF. The assessment 
among the banks and the IMF shifted 
noticeably from a quick solution by 
Christmas to holding out however long 
necessary for Manila to put its mone- 
tary affairs in order. 
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foreign-excnange shorta y 
celerating : aid ‘disbursements, 
Japan followed this: lead 
- year. This decision was taken after Ar- 
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macost and Walters visited Marcos in 
Baguio. Two weeks later, Marcos 
floated the idea of the constitutional 
amendment on the succession, which 
he had long opposed — and it was law 
within a month. 

The Philippines was already shifting 
from a credit to a cash economy by the 
time of a second "Marcos dividend" .— 
a P4.6 billion surge in the money sup- 
ply in April 1984 to finance the KBL's 
election campaign. In a normal econ- 
omy this would amount to orthodox 
Keynesian counter-cyclical. demand 
management. 


ever, had undermined public con- 
fidence in the peso and the banks, 
so most of this money is thought to 
have gone into cash hoards and what 
did circulate chased increasingly 
scarce goods and land at accelerating 


T: year-long political crisis, how- 


speed. By June 1984 the inflation rate 


had reached 50%. 

Official figures say there is only P6 
billion cash in the banking sys 
P26 billion outside. Thus when Virata 
adopted classic IMF monetary policies 
in the last quarter of 1983 to soak up 

“excess liquidity" in the banking sys- 
tem he was chasing a phantom. “This 
only squeezed the banks and per- 
petuated the underlying lack of confi- 
dence in the system itself," 
financier commented. Virata appa- 
rently recognised the underlying 
realities, broke with the IMF policies 
and launched a frontal assault on the 
black market itself. 

The new policy, initiated early in 
1984, was three-pronged: 
> Driving up interest rates to the point 
where speculators judge that the cost 
of holding dollars abroad is greater 
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A Congress aung on the impact of energy on 
Asia/Pacific development including the economics of 

the petroleum industry. Professor Dr H.E. Subroto, 
4, Indonesia's Minister of Mines and Energy, will be a 
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Tan Sri B.M. Salleh, President of Malaysia's PETRONAS e The Hon. R.J. Tizard, 
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ket rate to. pay for ain peris. 1 
February the National: Intelligence 
and Security Agency; commanded b 
Ver, rounded up the syndicate of pre- 
dominantly ethnic Chinese money- | 
lenders in Manila's Bonondo district 
and informed them that their ülegal 
operations would be allowed to con- | 
tinue only if they sold dollars at à- 
discount to the “free” black murket, 
to applicants approved by Trade and 
Industry Minister Roberto Ongpin. 
The "Bonondo rate" immediately. 
from P24:US$1 to P15.50, and 
mained low until shortly before tf 
election. | 
» Moving in quickly to stem the in- 
creasing runs on the banks to pr 
depositors and restore confidence.’ 
central bank has taken over 15 ban 
mostly savings institutions ands 
provincial banks, in operations w 
added an additional P3-4 billion te 
money supply since June. 
Virata's programme virtually t 
on its head the classie IMF fo 
which is opposed to multi-tiere 
change rates and an expansio 
monetary policy. The “Bonondo f 
feli slightly following the elect 
rather than rising as expected 
that at least some dollars are č 
back into the.country, if net on 
basis. But this is not a sign that ce 
dence has been restored. "Bu 
men and savers are simply $a} 
the money is notin the bank,” a for 
banker commented. | 
Nonetheless, Virata hopes to per 
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time for a good monsoon to revive 






low the ruthless logic of high in- 
t rates to drive inefficient import 
stitution industries to the wall and 
ect restructure the economy, con- 
lidate the banking system and mop 
y the vestiges of “crony capitalism.” 
| It is not clear how far Marcos will 
allow Virata to go, if the crisis hits 
(arcos cronies still in favour. The 
ame minister's highwire balancing 

















m rket demonstrates the basic fallacy 
that there are technocratic solutions 
the fundamentally political issues of 
fidence which allowed the 
oreign banks, the IMF and 

shington to ignore the basic prob- 
f Marcos’ rule for so long. His di- 
a also illustrates the myopia of 
ially everyone on the post-elec- 
police! scene today. 
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rata may not have a solution: nor 





mly one: making the hard choices, 
if they are not necessarily the 
ht ones. Meanwhile, the politicians 
both the ruling and opposition 
ties — and above all Marcos him- 
—- are undermining his credibility 
gain themselves small tactical ad- 
intages, and assuming for the most 
art that somewhere there is a techno- 
atic answer. And businessmen are 
anipulating the black market and 
mmanding that the government do 
ymething to restore their confidence 
efore. they invest in their own coun- 








he Aquino legacy of national re- 

ciliation is the only viable long- 
erm solution to the underlying prob- 
1s of the economy. Both Marcos and 
the essentially conservative opposition 
eaders have a common stake in.com- 
romise to preserve the social order. 


limate overnight and show the world 
ow to solve the debt problem," a 
cabinet-level official told the REVIEW, 
"by simply repatriating a portion of 
the wealth he holds abroad." 

^ But the opposition and the press 
have an equal responsibility to face up 
o the economic realities, educate the 
publie, and look for common ground 
with Marcos. The first dawn of 
beralisation is not the most sober mo- 


gement can be a far greater threat 
han the military to the whole demo- 
cratic experiment. But there are few in 
the new assembly who seem willing to 
admit the fact, or even conceive of it. 


pda liave pierced the untenlity of | 
figures. Meanwhile, he hopes.to 


cultural production, and intends. 


even a total picture of the depth of . 
the crisis in the economy. But he is 


Marcos could transform the political 
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nent in the growth of democracy. 
'oss financial and economic misman- | 


The equis esu qe to is ; sobering. 



























































By Mayan Chanda fn Washindton- 


deepening economic crisis in the 

Philippines and new United States 
concern over rapidly growing com- 
munist insurgency have heightened 
the policy. dilemma of President 
Ronald Reagan's administration. Frus- 
trated in their attempt to nudge 
President Ferdinand. Marcos towards 
reforms needed to avert a crisis, 


policymakers in Washington are in a | 


quandary as to how to maintain the 
country's stability without com- 
promising long-term US interests in- 


cluding their military bases there. 


Well-placed sources in Washington 
told the REVIEW that fresh concern was 
sparked by a deeply pessimistic report 
prepared by the commander-in-chief 


ofthe US Pacific Command, Adm. Wil-- 
liam Crowe, after a trip to the Philip- 
pines in June. The fact that at about the’ 


same time the US Embassy in Manila 


and the Central Intelligence Agency 


had produced a detailed study of the 


threats posed by the communist New- 


People's Army (NPA) has provided 
further cause for concern. 


It is not that NPA strength has 


grown overnight, a source pointed out, 
but with the turmoil following the as- 
sassination of opposition leader Be- 


nigno Aquino having subsided, and 
elections being over, the US has been. 
taking a close look at the long-stand- 
ing problem of insurgency. And what 


they see is very disturbing. 


Administration sources said a high- 


level policy review would be heldin the 
near future, but the implementation of 
a new US approach to the Philippines 
may have to wait until after the 
November presidential election. How- 
ever, pending a fundamental reapprai- 


sal, the administration has sent a quiet 


signal to Manila to "shape up.” 


In a move unusual for an ally, the US 
executive director in the World Bank: 
has called for a postponement of a 


US$150 million agricultural loan 
which the bank was scheduled tó grant 
to the Philippines on 7 August. Ac- 


cording to sources, US Ambassador to 
the Philippines Stephen Bosworth has 
been instructed to tell Manila that un- | 


less economic reforms are introduced, 
the US may be obliged even to discon- 
tinue its own credit-line. 


US State Department sources told. 


the REVIEW postponement of the World 
Bank loan was aimed 


and the marketing mechanism" 




















at seeking 
clarification from Manila that "the | 
best possible economic environment, 1i 
basics of agricultural infrastructure 
that | i 
would enable the fullest utilisation of | 
| the aid \ were | 





mantling the sugar and coconut 
monopolies held by his "cronies" 
has now made it a condition of aid. 

Sources say the administration does 
not have the unrealistic expectation 
that Marcos will beso easily persuaded 
to disband the monopolies of his close 
associates. Since the voting on the loan 
was scheduled for the end of August, 
Marcos had barely three weeks to come 
up with an answer. But Marcos, at 
least, would get an unambiguous mes- 
sage as to the course the US wanted 
him to take and would, it was hoped, 
make the first moves in that direction, 
sources said. 

The postponement of the voting also 
reflected the debate within the admin- 
istration as to the policy to be adopted. 
in dealing with the Philippines. 
Sources say that the Treasury Depart- 
ment opposes any further economic as- - 
sistance -— bilateral or multilateral — 
to the Philippines until it reaches an 
agreement with the - International 
Monetary. Fund by. accepting tough 
austerity measures.. l 

(In late July, an IMF. team returned 
from Manila after failing to reach 
agreement on provision of a US$650 
million standby loan to pave the way 
for resumption of commercial loans. 
Since October 1983, when the Philip- 
pines called for a moratorium on its 
US$26 billion debt repayment, the 
country had been denied Iresa com- 
mercial bank loans.) 

The State Department, « on the other 
hand, is concerned that in pressuring 
Marcos. to accept the IMF conditions, 
however justifiable from the point of 
view of financial discipline, the Philip- 
pine economy should not be allowed to 
deteriorate to the stage where it could 


m 


i-threaten stability and dramatically in- 


crease the. hardship of the population. 
While: acknowledging ‘the dispute, a 
State, Department source tried to 
minimise its significance by calling it 
"a natural, honest difference of opin- 
ion." The debate was resolved by post- 
poning. the voting pending answer 
from Manila about! the required econo- 


mic reforms, | "c 

E many “ways: this debate over the 
M means and extent of pressure the US 
. could exercise on the Marcos regime — 
to set its economic house in order — 
sums up the basic dilemma of the ad- 
ministration. The Philippines' malady 
calls for drastic ren ec ” but the ques- 
r the medicine 
ant. | 
man Stephen 















































anything like that ...I think they a. also 





visibly and actively to prop ir 
But surely there are things we can | do 
short of attempting to overthrow. him 


other." 

His solution is a new type of Mar- 
shall aid, conditional upon the im- 
plementation of necessary reforms. 
Solarz would propose for the next fis- 
cal year a substantial multi-year eco- 
nomic-aid programme to the Philip- 
pines, outside the framework of base 
agreements. This programme would be 
linked to a willingness on the part of 
the Philippines “to engage in funda- 
mental political and economic reforms 
which would involve restoration of 
genuine democracy and structural re- 
form in the economy, such as elimina- 
tion of the monopolies which have en- 


ATH LINTNER — 


abled a small coterie of cronies to 
siphon off the wealth of the nation into 
their own pockets." 

Solarz added that he was not over- 
hopeful Marcos would be willing to do 
an about-face “but so long as he is 
there we have no alternative but to try 
to persuade him to make the kind of 
changes which are necessary if a disas- 
ter is going to be avoided." 

The complacency of the Reagan 
administration about the Philippines 
after successful signing of a renewal of 
an agreement on air and naval bases in 
1982 had started to wear off even be- 
fore it was shattered by the political 
turmoil in the wake of the Aquino as- 
sassination. There is now a consensus 
among administration analysts that — 
despite the limited opposition success 
in the last election — the Marcos re- 
gime has little credibility. The con- 
tinuing economic crisis which, in large 
part, is attributed to the mismanage- 
ment and corruption of Marcos’ 
friends and relatives, can only further 





him [Marcos] or r encouraging a coup or 


is still in charge. 


Reagan's decision to cancel his trip 


| to Manila-during: an Asian tour last 


"year was the first visible distancing of 








the US from the Marcos regime. This 


policy, however, was coupled with at- 
on the one hand or embrace him. onthe | 


tempts to prevent the economic col- 
lapse of the country and put private 
pressure on Marcos to restore democ- 
racy. In addition to its publicly ex- 
pressed desire to see fair elections and 
a speedy and thorough investigation of 
the Aquino murder, Reagan himself 
wrote a private letter to Marcos in 
March stating that "continued move- 
ment toward fully functioning demo- 
cratic institutions ...is the key to the 
rebuilding of both economic and poli- 
tical confidence.” In late February, ina 
clear bid to take a more neutral ground 
in Filipino domestic polities, Vice-Pre- 
sident George Bush received Philip- 
pine opposition leader Salvador 


Laurel in his Washington office 
(REVIEW, 15 Mar.). 

In order to help the Philippines 
through its debt crisis the US acceler- 
ated the disbursement of the US$50 
million Economic Support Fund for 
fiscal 1984. To finance agricultural 
trade, the Department of Agriculture 
provided a US$225 million credit. The 
Export-Import Bank granted US$200 
million insurance guarantees for ag- 
ricultural sales and a US$500 million 
bank-to-bank guarantee programme 
to ensure credit for trade in industrial 
commodities. This assistance and a 
World Bank structural-adjustment 
loan have provided a crucial lifeline 
for the Philippine economy — and this 
has led some IMF officials to complain 
that the US is providing succour for 
Marcos to hang tough in his negotia- 
tions with the fund. 

‘However, there is increasing concern 
among officials that this low-key and 
balanced approach has not. been pro- 


ducing the effect the US hoped to seein 





































conducted also has raised doubts al 
the impartiality of its findings.: 
while, the CIA and State Dep 
analysts — and Crowe persona 
have looked closely into the insu ger 
problem and come up with deeply } 
simistic conclusions. 


well-placed source described Crow 

as "despondent" when he le 
Manila in June. Asked to comment à 
this, a spokesman for him in Honolul 
made no attempt to deny it. He told th 
REVIEW: "It is a well-known fact tha 
the Philippines confronts a series. 
problems including economie, politi 
cal and internal-security probiems. 1i 
is of concern to all the friends of th 
Philippines." In July, Crowe visite 
Washington and personally conveye 
to senior officials his deep concer 








ire Arina I ma itean A i ——————————X————— M 


about the phenomenal growth of th 
NPA and the fact that Marcos was tak 
ing the threat so lightly. 

According to the latest US estimate; 
the number of armed guerillas of the 
NPA is somewhere between 12,000.and 
15,000 — a dramatic jump from thees 
timates made two vears ago. The US 
Embassy in Manila estimates that 17% 
of the villages and city wards in the 
country are under a certain degree of 
NPA control and the shadow governe 
ment of the NPA often is the more ef- 
fective one in the provinces. The erme 
bassy report notes: in particular the 
home-grown nature of the insurgency 
and the NPA's success in exploiting 
legitimate local grievances. 

The NPA is still years away from 
making an effective bid for nationwide 
power, says one government analyst, 
but it is now definitely within the 
realm of possibility. Unlike the Viet- 
namese communists, the NPA does not 
enjoy either foreign sanctuary or . 
foreign support. Sources say that the . 






















































































E "aptu e fro 


or outside assistance. 
“Such a move, and an NPA decision to 
ttack US bases, could create a totally 
new situation for the US. While the US 
sno way of duplicating the strategic 
idvantage of Clark airbase and the 
‘Subic Bay naval base anywhere else in 
the Pacific, the search for a combina- 
jon of alternative sites is likely to be 
iven a higher priority than it has. 
"The conclusion here is that a combi- 
ation of bases could provide more or 
ess what Clark and Subic do now, but 
here is no one place which could pro- 
ide the same. A congressional study 
early this year found: “Most studies 
have concluded that alternatives, or 
ny combination of alternatives . . 
ould be more expensive and less ef- 









Apra harbour, Guam, cannot accom- 
te warships larger than a cruiser 
not even all cruisers. Aircraft car- 
cannot use the port and its am- 
tion magazine is too small and 
ot be expanded. 





nother study prepared by the 
Georgetown Centre for Strategic 
udies said the very fact that Clark 
as located near Subic Bay was 
gh to validate the idea that Clark 
d not be duplicated elsewhere, 
e the two facilities enhanced each 
rs value. Although it would be 


storage complex would be most 
icult to duplicate. In addition, 
'k's Crow Valley bombing and gun- 


western Pacific to maintain a de- 
ee of combat readiness that other- 
se could not be obtained. | 
Solarz thinks the US should be ac- 
ively exploring the alternative pos- 
sibilities of bases and even spending 
some resources on the establishment of 
dequate infrastructural facilities in 
lternative locations as a hedge 
against the possibility that it may be 
denied access to Clark and Subic. "If 
othing else," he says, "development 
of an alternative plan will enhance our 
bargaining position when the current 
phase of the [defence] agreement ex- 
pires." 

The fact that Reagan and congres- 
ional leaders such as Solarz and Sen. 
arles Percy, chairman of the Senate 
oreign Relations Committee, will be 
busy with elections in the next few 


mited respite. Every indication points 
. to the Philippines coming on to the 
< front burner of Washington's Asia po- 
licy in 1985 and that attention cannot 


be good news for e is ied preste | 


dent. 
30 — 






he Wie e army sand start looking 











e, perhaps, to relocate the air 
ns (terminal, radar and con- | 
acilities) at Clark, such an exten- 


rrange allows US military forces in 


1onths, can only provide Marcos li- - 









T election of a Labour government 
in New Zealand on 14 July has 
thrown into question the future of 
Anzus, the defence pact linking Aus- 
tralia, New Zealand and the United 
States. Labour comes to office with 
firm promises to ban entry of all nu- 
clear-armed vessels regardless of na- 
tionality, to "renegotiate" Anzus away 
from exclusively security concerns and 
to seek a South Pacific nuclear 
weapons—free zone. It has little room to 
manoeuvre on these commitments — 
which have already attracted harsh 
criticism from the administration of 
US President Ronald Reagan and trou- 


bled reaction: from the Australian 


Labor government. 


As recently as 10 years ago, serious : 
partisan disagreement over Anzus was 


unusual in New Zealand. Yet by 1984 


three of the four major parties contest- | 


ing the general election demanded sig- 
nificant, if not radical, changes to the 


country's role in the 33-year-old 


treaty. 


How did this extr aordinary shift in 
sentiment come about? As in many of 


warships no longer? 


ponents disagreeing with a servile con- 
ception of the alliance found them- 
selves labelled as red or the closest 
shade to it. 

As a short-term tactic the ploy 
worked tolerably well. But like most 
good things it was overused. The 
polarising effect of highly visible nu- 
clear-arms carriers in harbour cities 
prompted ever more popular demon- 
strations by middle-of-the-road New 
Zealanders who rejected the prime 
minister's all-or-nothing view of 
Anzus. Both the election and public- 
opinion surveys now show a majority 
of New Zealanders opposed to nuclear 

| warship | visits and, to amore. 
extent, in favour if some ki 
tralist or “less-ali ips js 


































 Atormer New Zealand dipl mat, James 
Cladi is the REviEW's Kuala Lumpu 







its relationships elsewhere in Asia, the - NUN 


misfortune. Despite continuing sup- 


port in New Zealand for some associa- 
tion with the US, over the past few |r 
years Washington:has allowed itself to. |. 
become so compromised by its collu- 
| sion with the government of former 
prime minister Sir Robert. Muldoon. | 


that traditional bipartisan consensus 
about the alliance has vanished. 

During Muldoon's nine-year tenure, 
nuclear-armed US naval vessels 
habitually arrived in New Zealand at 
moments when the prime minister saw 
political advantage to be gained 
thereby. The use of this manoeuvre 
grew more obvious during the ambas- 
sadorship of Monroe Browne — the 
Reagan administration's current ap- 
pointee and a man known for his 
simplistic, cold-war mentality, even 
among his staff. 

Muldoon's manipulation of domestic 
sentiment increased after 1981 with 
US connivance: a nuclear-armed 
cruiser arrived just before 1983's an- 
nual Labour Party conference. Sub- 
marines or surface ships with nuclear 
armaments conveniently dropped an- 
chor prior to the election and on other 
occasions when Muldoon thought 
waterfront trade unions might precipi- 
tate local or national strike action. The 


Muldoon style was — - and is — based | ti 


on the politics o 










US is the principal architect of itsown^| 


t vn 




































| ‘Muldoon: ands some rather partisan be- 
haviour by Browne during the recent 
election, has boomeranged. Some 
Labour Party idealists now demand 
"total disengagement" from Anzus, a 
treaty planned originally not as an 
anti-Soviet alliance but as a shield 
against a resurgent Japan. 


ndeed, even many non-Labour New 

Zealanders would now welcome a 
complete severance of security ties 
with a superpower that seems to be- 
have more dangerously with every 
passing year. In the fledgeling New 
Zealand Party and the Social Credit 
League (the latter has two seats in the 
new parliament), support is growing 
for a neutralist New Zealand and for 
re-orienting defence planning p 
from the "fleet mascot syndrome" — 
dismissive expression for New Zea- 
land's auxiliary Süppert role alongside 
US forces. © 

If itis to keep the New Zealand pub- 
lic on its side, Washington will have to 
do better than it did when Secretary of 
State e George: S nultz, at the: ‘post-ekec- 



















P Labour governm ent. ie T 
|| man succeeded in denying access “to 
kd them there. Australia, . unlike - New 
|| Zealand, hosts. major US ‘def 
| facilities, including Pine Gap and 
North West Cape, bases that, on the 


sion, will probably become targets if 
the two superpowers go to war, 

But the current US administration's 
concern at the New Zealand, step does 
not stop there. Other Asian countries 
for their own and varying reasons 
could find New Zealand’s non-admis- 
sion policy attractive. Although Japan 
ostensibly prohibits the bringing of 
nuclear weapons into its territory, 
Wellington's move could strengthen 
| the hand of those, whether inside or 
outside the ruling Liberal Democratic 
Party, who seek stricter compliance 





! questions over commitment. 





falls on i visits i nuclear- armed ves- 


consistent “ Australasiak E RUDBoR 1 for 

US policies in. Indochina; the Middle 

East and Europe. New ‘Zealanders still 

hónour the US: victory in the: 1941-45. 
Pacific War and respect common par- | 
liamentary and civic traditions. It- 
would-be a pity if a mean-spirited dip-. | 
lomacy pushed all this aside in a nar- E 
row:pgrsuitof R & Rfa cilitiesifor: e 
sional.warship;visits. ||. ua z 

In an article last year dor the N fuen-... 
tial Wellington National Business | begin to worry that the | 
Review. former MP: | fence posture might bece 
Marilyn Waring, whose detection: in | by" the abour || t if 
parliament. ostensibly provóked Mul- | Was ngton attempts. to obstruct the 
doon to call the early July poll, wrote: | Labour gover ment ; 

"The ttagic thing about these visits is | "e 
that they are unnecessary. The alliance 
does not require them, American de- - 
fence does not need them and the’ 
majority of New Zéalanders have great 
reservations about them.” 

She continued: “Other American al- 
lies have a much. more major policy: 
the Nórwegians remain good Nato 
partners, yet Washington respects 
their rejection of nuclear visits. 
Why should that sensible arr angement , 
elude ‘us? The primary point is not that 
we are on a Soviet target list wherever 
a submarine or cruiser ties up (though 
the likelihood is there) nor is it found in 
a lurking danger of nuclear accident 
(though US Navy reports . .. show 37 
recent cases of vessels leaking radia- 
tion). The main point is rather the sig- 
nal we send... of complete indiffer- 
ence to efforts ‘to keep the nuclear 
menace at arms length.” , 

The real motive behind the strong" 
US opposition to "Labour's policy has 
little to do with New Zealand itself, 
but rather with 4 possible “precedent 
effect” New Zealand’ S decision could , 


"P ES 





Meanwhile, a resurgent. a Philip ine 
| nationalism has become increa: gly 
unhappy about the Subic Bay naval 
| base — and about the kind of weapons 
stored there by US forces. — 
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the present US administration, with its 





Zealand's friends in Asean could : 
























Gr will not t be surprising if the 
present US administration, 

with its strict expectations of 
allied loyalty, seeks to snuff out 
the dangerous antipodean . 
heresy before it spreads. ? 


damental damage to the alliance or by 
threatening, vaguely or explicitly, to 
close trade access in retaliation, it 
could do itself more damage than it 
hopes to prevent. 


recent US administrations must learn 
to accept that New Zealand’s opposi- 
tion to nucleat weaponry is not an 
overnight phenomenon: even the Mul- 
doon government worked to restart 
negotiations for a comprehensive test- 
ban treaty and,, albeit somewhat 


ently opposed French underground 
nuclear testing in the Pacific. 
Secondly, the "precedent effect” 


though Australiah Prime Minister Bob 
Hawke's | : 


















i. Zealánd's per heral strategic po sition 
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Australian Government's own admis- 


with Tokyo's non-nuclear stance. 





It will not þe s surprising 1 therefore it 


strict expectations of allied loyalty, 
| seeks to snuff out the dangerous anti- - 
| podean heresy before its spreads. New. 


| f sserting, fupe - 


First, this most weapons-minded of. 


tepidly, his government also consist- 


while an understandable fear for US. 
defence planners — is illusory. New. 







- choice: why should it be wr 


this small country 







otherwise accommodating ally ts 
adjustments to its alliance 
sibilities? After all, New Zealan 
retained a security interest in ii 
gion, partly through the Five-F 
Defence Arrangement which inelar 
Britain, Australia, Singapore and M 
laysia, and it has good informal ties 
with Asean countries defence estaba 
lishments. | 














































urely there is still room in the al= 
hance for a distant country whose 
solidly pro-Western track record is 
“clouded” only by the reluctance of it 
people to receive visitors bearing un- 
welcome arms. As an ally New Zeala 
has continuing value to the US fo 
reasons that have nothing to do wit 
nuclear warships. It is a transit poin 
for US aircraft and ships trav elin 
and from Antarctica, provides re 
information | about the South Pacifi 
ots. pro-Western positions on. 
most multilateral issues. 
Although the temptation to mec 
will be strong, the worst thing we 
be to allow Browne or friends of si 
lar persuasion any more time in the 
china shop. The opposition Nationa 
Party, particularly if Muldoon remains. 
leader, will work hard to turn the nu 
clear-visits debate to maximum advan-. 
tage, and some in the Labour Party. 
fear the US will decide to channel fi- 
nancial as well as moral support to un- 
critical Anzus enthusiasts in the oppo- 
sition. . 
But policymakers in Washington. 
should weigh their objectives very 
carefully before committing them- 
selves to a no-visits-no-treatv policy.. 
Do they really want safe harbour for . 
nuclear weapons in New Zealand at. 
the cost of turning much of the country. | 
permanently against the alliance?, : 
Would that be wise? Even the current: : 
Democratic Party presidential cone: 
tender, Walter Mondale, has urged a` 
more tolerant US attitude to New Zene 
land's position. 
Anzus deserves to continue. It has 
given New Zealand a form of security 
while providing a regular forum for > 
meetings with senior US officials. But . 
the Reagan administration's concep- 
tion of New Zealand as a whistlestop . 
for warships has to change. By denying 
nuclear-armed warships a place in our 
sun, New Zealand guarantees contina- 
ance of a long and friendly relationship 
with the US. By rejecting false tests of 
alliance "loyalty" (itineraries of war- 
ships are significant only to Pentagon 
bureaucrats) Wellington ensures con- 
tinuance of a strong pro-Western public 
in New Zealand, generous in its know- - 
ledge of areas it knows best. i 
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-rshad stumps the countn 








y S. Kamaluddin in Dhaka 
ll aving wrung concessions from the 
E a military regime over elections 
which will pave the way for a return to 
ivilian rule, the Bangladeshi opposi- 
ion is now threatening not to take part 
inless the government first lifts mar- 
ial law — which President H. M. Er- 
shad shows no intention of doing. 





ing parliamentary elections on.8 De- 
cember, despite the disastrous floods 
which have ravaged the country, and is 


pund to the opposition without re- 
iprocal moves by them. And he has 
een strengthened in his resolve by 


A NNUS. 
‘he defections have t 
' two main oppos 





n groups: the 
n-party alliance headed by the 
gum Khaleda Zia of the Bangladesh 
tionalist Party (BNP) and the 15- 
“alliance headed by Sheikh 
a Wajed, leader of the Awami 
gue. It was the pressure these two 
men were able to bring on the gov- 
iment which forced Ershad to agree 











“return to civilian rule. 


y — sponsored by the president — 
reatening the opposition's politi- 
il hold. The decision by Korban Ali, a 
ding member of the Awami League 
id a former confidant of Hasina, as 
ell as two leading BNP members, 
isuf Ali and Capt. Abdul Halim 
owdhury, to cross over to the Jana 
fal and join the cabinet in July, was a 
major victory for Ershad. All three are 
rmer ministers in either the Sheikh 
Mujibur Rahman or Ziaur Rahman 
government. 
. The opposition organised protest 
meetings and rallies during August 
gainst what it calls the government's 
design to make the Jana Dal an effec- 
* tive political vehicle for itself and to 
urge the setting up of a non-party 
caretaker government to oversee the 
transfer of power from the army. The 
meetings are seen as a move to put the 
‘government back on the defensive. The 
sudden violence at one rally on 16 Au- 
gust, when the crowd lynched a man 
suspected of throwing firecrackers to 
try to disrupt the meeting, was an il- 
ustration of the tensions which are 
mounting. B 
. But the government apparently is 
succeeding in its continuing attempts 
to undermine the opposition parties — 
particularly the BNP. An informed 
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Ershad appears serious about hold= 
10t in a mood to give any further. 


me important defections from oppo- | 


old parliamentary elections before 
'sidential elections in his timetable 


lut the formation of the Jana Dal 


parliamentary elections, but the opposition has its doubts 


Į al role in the country 

ary because "they are part 
fa whole process." Before 
| oup in March 1982, Er- 
 shad had issued a statement the previ- 
| ous November in which he emphasised 

the need for giving the military a role 

to play in running the country since it 
was not "a conventional army." 

At the time of the coup it was report- 
ed that the military leadership had 
been studying the Indonesian and Tur- 
kish systems of government, in which 
the military plays an important role, 
and might adopt something similar. 
However, at the time, Ershad told the 
REVIEW that he was not going to follow 
any particular model and would be 
working towards developing a system 
best suited to Bangladesh. ku 

Now, in the Courier interview, he 
| said: “You cannot keep the army away 
from politics. They fought for the inde- 
pendence of the country, which itself is 
a political objective. We 
are sometimes threatened 
by the politicians: But let 
me tell vou that no one can 
make a division inthe army 
and therefore a civil war 
will not take place." 

'He added that during the 
-year rule of Zia there 
had been 18 coup attempts 
or mutinies in the armed 
| forces, with the last one in 
| May 1981, resulting in the 

“president's death. The army 
ad been frustrated in the 
past by the lack of informa- 
tion about what was going 
on in the country. “Now I 
meet my generals once a 
month and tell them what I 
am doing or planning to do. 
This is why there is no trou- 
ble in the army.” = 

He indicated that he planned. to 

leave the army, though he said that as 
president he could extend his own term 
as army chief-of-staff, which is due to 
expire in November. “I must leave the 
uniform before I turn into a politi- 
cian," he said. a 

There has not been any discussion 
between Ershad and any of the major 
opposition figures on the army’s role in 
a future government and indications 
available from informed sources 
suggest that no blueprint for giving the 
army a specific political role has been 
prepared, but it is clear that Ershad in- 
tends that the army shall remain an 
important factor in Bangladesh poli- 
tics. This is one of the issues on which 
the two opposition alliances are di- ` 
vided. The Awami League group is 
totally against the army playing any 
political role, while the seven-party 
BNP group would be prepared to come 














source told the REVIEW that a deal was 
nearly reached between the govern- 
ment and former prime minister Shah 
Azizur Rahman, a senior vice-chair- 
man of the BNP, in early July for him 
also to join the government, but it fell 
through because of objections from 
some members of the government and 
Jana Dal. However, according to the | 
| 
| 
| 
| 





































source, there are now negotiations 
aimed at getting him to split from the 
BNP znd form a new party, which 
could eventually join a Jana Dal-led 
coalition. 

The recent disastrous floods and re- 
sultant food 


shortages have been 
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Ershad with supporters: increasingly a politician. 





turned to good advantage by the presi- 
dent, who has been polishing up his 
"pro-people" image by going round 
the remote villages, addressing public 
meetings (page 74). The opposition has 
accused him of exploiting the flood 
situation. But Ershad, increasingly 
reacting like a politician, replied by 
asking opposition leaders not to politi- 
cise the "poor people's miseries." 


haka University students surround- 

ed Dhaka radio and TV stations 
on 18 August to protest against what 
they called biased political coverage. 
Strong security forces were on hand 
but after presenting petitions the stu- 
dents dispersed without incident. The 
opposition parties accused the govern- 
ment of trying to promote a confronta- 
tion on 27 August by allowing the Jana 
Dal to observe that as “Democracy 
Day" — coinciding with previous op- 












position calls for a six-hour anti-gov- | to some sort of agreement with the 
ernment strike followed by a rally. army that it should retain some power f 








Meanwhile, after a long silence on | incas 






























Far too many computer companies keep their 
background in the background. 

When you decide to invest in a business 
computer you need more than just technological 
wizardy. You need a computer company with the 
maturity that can only come with years of 
experience and the innovative thinking to develop 
tailor-made systems to meet your business needs. _ 

For more than 40 years Honeywell has been a 
world leader in computer systems, Today Honeywell 
spans 92 countries around the globe, employing 
over 90,000 skilled personnel, with an annual 
turnover of over US$5.5 billion. 

Honeywell has a proven track record for 
innovative technology, ingenious solutions to 
business problems, dedicatéflliervice and a clear 
vision of the future. — 

So, if you're searching to find the right 
computer company, take a good look at Honeywell. 
Because the more you know about us, the better we 
look. 


Together, we can find the answers. 


Honeywell 




















































































: berra is spending 
sian students, but c 





y Jacqueline Rees in Canberra 
is recent visit to Australia, 
lalaysian Prime Minister Datuk 
eri Mahathir Mohamad made it quite 
in that he hoped his efforts at fence- 
ending would bear fruit. Mahathir, 
who has not shied from stinging criti- 
m of Australia and its leaders in the 
past, wants Australia to educate more 
Malaysian students. His tour was 
imely; argument in Australia over the 
take of overseas students has become 


eated.. Soc 
ere are about 24,000 overseas stu- 
ats in Australia, some 8,500 of whom 
'at universitiesahd 2,000 at colleges 
vanced education. There are 
-6,000 at high schools preparing 

00 in busi- 
thers are 


JOL 
tertiary studies and 
ess or secretarial cout 








y far the greatest proportion of 
erseas students in Au 
m Southeast Asia and particularly 





puses are from Malaysia. Demand 
ices in Australian tertiary in- 
ions by overseas- students has 
d since 1976 and isa : 
ing, just as the pre vious Liberal 
ment’s policies of restrictive 
ling on higher education are be- 
ning to take their toll. | 
e problem of limited resources has 
exacerbated since two commit- 
appointed by the present Labor 
rnment have made conflicting 
mmendations on the issue, par- 
larly with regard to tuition fees. 
ince 1980, students from abroad have 
d an annual overseas student 
rge of A$2,150-2,900 (US$1,829- 
2,468) for tertiary studies. The fee goes 
only a third of the way towards paying 
hat it actually costs Australia to edu- 
cate each student. The additional cost 
to Australia is estimated at about A$70 
million. 
A committeee under businessman 
Sir Gordon Jackson has recommended 
| the government that it charge the 
overseas students the full cost of their 
tuition in Australia. Another commit- 
tee, headed by academic lawyer Prof. 
ack. Goldring, rejects full cost re- 
overy. Underlying both reports is.a 
undamental philosophical difference 
;hich is not going to be resolved in 
berra in the short term. | 
A member of the Jackson committee, 
Dr Peter McCawley, summed it up like 
this: "The Jackson committee wants a 
sweeping liberalisation of entry proce- 
dures for foreign students, believing as 
many private students as possible 





$70 million a year to help educate 
tics are calling for change 









































ing courses. | 
ustralia come 


aysia. More than 57% of overseas | 
lents on Australian university | 


now sky- | 
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should be admitted providing they can 
pay the full cost of their education in 
Australia. The committee envisaged a 
situation where after a period of five 
years or so, the tertiary education sec- 
tor would thus be earning perhaps 
A$100 million in export revenue each 
year, and where Australian education 
institutions would ^ be designing 
courses to meet the needs of overseas as 
well as Australian students. 

“In contrast, the Goldring report ar- 
gues against a liberalisation of entry 
procedures and against the adoption of 
a market-oriented approach. In es- 
sence, the Goldring committee sup- 
ported the present highly interven- 
tionist method of controlling the Aus- 
tralian | tertiary-education industry 
and argued that the present plethora of 
direct controls on [the number of] stu- 


wealth bureaucrats can regulate the 
development of industry." 

The government has temporarily 
.side-stepped making any decision by 
-sending both reports to a committee of 
‘bureaucrats for its recommendation. A 

parliamentary committee is also look- 


overseas aid. oes 3 

Mahathir has suggested that full- 
cost fees would penalise parents in Ma- 
laysia who made considerable sacri- 
fices to send their children abroad to 
study. Supporters of the Jackson re- 


Bones of 
contention 
The row over developing 


an ancient Chinese 
cemetery hots up 


By James Clad in Malacca - 


racially sensitive controversy over 


- Chinese cemetery in Malacca (REVIEW, 
23 Aug.) took an apparent turn for the 
worse when police detained 23 par- 
ticipants in a "jog-to-save-Bukit- 
Cina" demonstration on 19 August. 


site — including the Democratic Ac- 


dents admitted, prices, revenues. and. 


capacity are needed so that common- | study, 


ing at the Jackson report, which em- |i 
braces wider questions of Australian | 






; A government-endorsed plans to de- |. 
velop commercially a large Overseas- x 


Opponents of developing the 104-acre - 








through the home govern : 
Goldring objected quite bluntly to 
this in a letter to an Australian news- 
paper. *A majority of overseas stu- 
dents in Australia are ethnic Chinese," 
he wrote. *In some countries, ethnic 
Chinese are discriminated against on 
this ground alone and are denied. ac- 
cess both to higher education in their 
own country and to scholarship 
schemes in which the home govern- 
ment has a role. | 
*As some at least of these govern- 
ments participate in bilateral scholar- 
ship schemes only if they have a signi- 
ficant role in the selection process, our 
committee considered that this .pre- 
sented an unanswerable argument 
against making aid scholarships: the 
only way in which Australian o1 
funds were made available for.c 
seas students in Australia. Aus 
has always been a place i 
academically gifted. sti 
tud ardless of race 
ler or political views... 














nationality, 
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gen 


T: issue of overseas students has 
become tied up with arguments in 





campus to stir up trouble. ^^ - 
.In fact, since 1980, when amend- 
ments to Australia's Immigration Act 


became effective, 75% of all overseas 







tion Party (DAP) — say the 500-year- 
old Bukit Cina, or China Hill, cemetery 





trustees who want to stop it," he said. 
Moreover, Rahim said his “80:20 for- 
mula" is merely a starting point for 













——————— Á— 





students have left Australia after com- 
pleting their studies. Previously, only 
10% left. Only 7% of students on Aus- 
tralian university campuses are from 
overseas but most are concentrated at 
two universities, Monash in Victoria 
and the University of New South 
Wales. Overseas students on those two 
campuses comprise 12-13% of the total 
student population. | 

The uneven distribution had been 
caused largely by overseas students 


preference for courses such as en- | 


gineering, commerce, medicine and 


computer science and has given rise to | 


another problem highlighted by the 
Australian vice-chancellors before a 
senate committee this vear. The vice- 
chancellors told the senate committee: 


"There is increasing evidence, high- | 
lighted by trends in some universities - 


in 1983, that overseas students are 
keeping out qualified Australian stu- 
dents in some courses. 


implications in some areas, for exam- 


ple, in estimating Australia's future | 


manpower needs. 
Goldring recommends a more even 


negotiations. (Under one contentious 
government-endorsed suggestion, 80% 
of the hill would be developed for 
housing and commercial use, leaving 
the rest for “historical and cultural 
amenities.") “As long as the Chinese 
community decides upon some deve- 
lopment, I have no problem with the 
pace of that development or with the 
proportion of the site eventually de- 
veloped or left undisturbed in per- 
petuity," he said. 

This represents à significant modifi- 
cation to the publicly perceived posi- 
tion of Rahim's United Malays Na- 
tional Organisation (Umno)-domi- 
nated state government, which is said 
by some to be aiming at “development 
at any cost,” perhaps in collusion with 
some in the Malaysian Chinese Associ- 
ation (MCA), a partner with Umno in 
Malaysia’s National Front coalition 
government. Rahim strongly denied 
this, stressing that the first of his 










" If thissituation . 
were allowed to develop, it would have | 


Asian high-school students in Australia: demand i is rocketing. 
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distiption of overseas students 


| through Australian universities. Under 
| his recommendations, all Australian 


tertiary institutions would be encour- 
aged to take 5-10% overseas students 
by the end of the decade, leading to an 
across-the-board increase in the total 















overseas student intake. The effect of- 


both the Jaekson and Goldring reports 


would: in fact substantially increase 
the number of overseas students enter- 
ing Australia. 


The question is no longer whetlier c or 


not to increase the numbers of students 
coming to Australia for study or train- 
ing. Australia’s dilemma is that it can- 
not resolve the conflicting opinions of 
advisers on how best to go about open- 


ing up or Mala for ciues from ese tena 





js Docent gus us re- 
Serves for ethnic Malays, would be bet- 
ter offered to countries such as In- 
donesia and Thailand. ü 





"three options" presented on 23 July 
for developing the hill — “develop- 
ment entirely by the Chinese commu- 
nity for the exclusive benefit of that 
community" — has cost him some sup- 
pert within his own party. 

Both trustee and DAP sources con- 
tacted by the REview had reservations 
about Rahim's sincerity. Meanwhile, 
fine manoeuvring around the issue 
continued in the Chinese community. 
On 9 August, former MCA vice-presi- 
dent Tan Koon Swan told a 3,000- 
strong gathering in Malacca that “the 
absolute right to decide the fate of 
Bukit Cina” had to remain with the 
Cheng Hoon Teng trustees. He also 
said: “It is too early to talk about deve- 
lopment because we do not know what 
development means in this case" — a 
position, which, in the perception of 
many observers, stopped short of the 
DAP's outright opposition to any or all 
development for the site. 
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The Khmer Rouge army, still. 
headed by Pol Pot, turns on it 
non-communist partners — — 






By Rodney Tasker in Bangkok — 
he search for working unity among. 
the three Democratic Kampuch b: 

coalition partus has turned: 801 

































Khmer Rouge. militarily by fai. th 
most powerful. : 
The Khmer Rouge are back on the at 
tack — not so much against. the com 
mon Vietnamese enemy, but again 





enemy. i 
Accoféing’ i coalition sourt "es, 
Khmer Rouge soldier who defecte: 
the KPNLF recently claimed 
erstwhile leaders had decided - 
matter of priority — to eliminate 
KPNLF. The KPNLF, which has ai 
timated 12,000 armed fighters, hea: 
by coalition prime minister Son Se 
has oe ee in 


terior — inne hearts und. "ni 
R 
mass base. 

The situation has become so serio. 
with Khmer Rouge guerilias harassi di 
fighters from both the KPNLPF and t. 
other non-communist faction headec 
by Prince Norodom Sihanouk, that the. 
KPNLF has been forced to beef-up 
substantially its patrols venturing out: 
of the faction's base camps dotted. 
along the Thai-Cambodian border. Ac- 
cording to coalition sources, these pat- 
rols now usually number no less than 
100 men on leaving camp — so asnott 
offer easy targets to the Khmer Rouge 
— only breaking down into smalle 
units deep in the interior. | 

One KPNLF source told the REVIEW: 
"We are well aware of the danger from: 
the Khmer Rouge m mey are worries 
that we are bn. str OnE "Howe | 
ever, it is understood that in an effort 
to keep the flame of some sort of unity 
burning, KPNLF commanders have 
ordered their forces not to retaliate 
against the Khmer Rouge, whose 
strength is estifmdted at more than 
30,000 men. Rs 
Sihanouk's fighters also are being 








molested by the Khmer Rouge again 
prompting the prince to threaten to 
resign as coalition president — his 
third such move in two years. 
Sihanouk's threat, in a telegram to the 
Khmer Rouge's nominal leader and co- 
alition vice-president Khieu Samphan 
on 14 July, followed a large-scale at- 
tack on one of his units a few days be- 
fore. 

The clash occurred in Phum Dam- 
leng, near the town of Kralanh, in 
western Cambodia's Siem Reap pro- 
vince, according to coalition sources. 
About 150 men of the National 
Sihanoukist Army (ANS) were report- 
edly helping farmers in their rice fields 
when they were approached by a 
Khmer Rouge patrol. The Khmer 
Rouge reportedly derided the ANS 
men for working in the fields rather 
than fighting. Some time later, the 
Khmer Rouge returned in force — 
some 700 men, according to the sources 
— and battle commenced, leaving 
eight ANS men dead, and as many as 
20 wounded. (Ac- 
cording to one re- 
port, another KPNLF 
patrol in the area in- 
tervened to help the 
beleaguered ANS 
fighters, possibly 
helping to avoid 
more serious blood- 
shed.) 


I: another recent 
incident, it is said, 
an ANS unit attack- 
ed a Vietnamese pat- 
rol and was able to 
take five Vietnam- 
ese prisoners, along 
with 25 AK47 rifles. 
As the group was 
moving back to base, 
it was confronted by a much larger 
force of Khmer Rouge troops who 
forced the Sihanouk men to hand over 
the five Vietnamese and the captured 
weapons. 

In his telegram to Samphan, 
Sihanouk is said to have used particu- 
larly strong language. He not only 
threatened to resign if the Khmer 
Rouge continued to ambush his troops 
but said he might tell all his forces — 
estimated to number about 5,000 — to 
join the KPNLF. Samphan responded 
by calling a tripartite meeting of senior 
coalition officials in Cambodia on 
2 August. According to coalition 
sources, the Khmer Rouge side — com- 
prising Samphan and his defence 
minister Son Sen — manoeuvred to 
hold the meeting early in the day, when 
only the Sihanouk faction, represented 
by ANS chief of staff Gen. Teap Ben, 
was present. By the time the KPNLF 
representátive, Abdul Gaffar Peang 
Meth, arrived Samphan had already 
smoothed over the problem in a some- 
what unsatisfactory way by merely re- 
ferring to the Siem Reap clash as a 
“misunderstanding.” 





Sources say that while Si 
“about the situation, 
his resignation threat should not be 
taken too seriously. Bitterness at all 
levels of command in the KPNLF is set- 
ting in also, but the aim is still to try to 
preserve at least a semblance of unity 
so as not to play into Hanoi's hands 
and also endanger the worldwide dip- 
lomatic support which the coalition 
enjoys. 

Khmer Rouge attacks on fighters of 
the other two factions are not new. 
There were similar clashes last year, 
but they died down after Peking, the 
Khmer Rouge's main supporter and 
supplier, reportedly applied pressure 
to Pol Pot — in effect still the Khmer 
Rouge's leader, though officially only 
the commander of its forces — to re- 
frain from attacking other Khmer re- 
sistance groups. 

This pressure was reinforced during 
a meeting of the coalition's three lead- 
ers in New York in September 1983, 
shortly before the annual United Na- 





tions General Assembly session, when 
Samphan agreed to try to halt such ag- 
gression and even reportedly offered to 
compensate the families of Cambodian 
resistance fighters killed by the Khmer 
Rouge. 

In the following months, there was a 
lull in intra-coalition skirmishing. But 
now the situation has become serious 
again. According to one senior Asean 
official, when Asean foreign ministers 
gather in New York later this year for 
the UN General Assembly session, they 
plan to make a joint approach to the 
Chinese to ask them to call off the 
Khmer Rouge. Apparently, Peking is 
the only channel for any effective pres- 
sure on the Khmer Rouge. 

The Khmer Rouge undoubtedly are 
worried about the growing strength 
and influence of the other two factions. 
They must be aware also that Asean, 
the coalition s main non-communist 
patron, would like to see the Sihanouk 
and KPNLF factions eventually 
achieve parity with the Khmer Rouge 
in terms of military strength and effec- 
tiveness, because of the universal 
hatred for the Khmer Rouge and con- 





their 160,000 tr | 
the Khmer Rouge nuin ! 
power. 


S early this year, th 
communist coalition fa 
been cooperating militari! 
mal basis under the Perrr 
tary Committee for Coor 
Permico,; headed by KPN 
staff Gen. Sak Sutsakha 
ANS’ Teap Ben as his dept 

On 2-3 August, some 600 
successfully attacked two} 
troops of the Hanoi-spon 
Samrin regime at O Sm 
northwestern Cambodiz 
They took 46 prisoners, sei: 
of weapons and destroyed 
artillery pieces on nea) 
Sruoch. 

The operation was wide 
What was not reported, hi 
the fact that KPNLF tro 
ated with their ANS cour 
deploving forces in the are 
the Vietnamese from send 
forcements. According t 
sources, the KPNLF's n 
tivities are now less amt 
they were last year. 

Then, the plan was to per 
into Cambodia, setting u 
arms and ammunition an 
ing secret bases. But the 
was largely unsuccessful, 
few caches and bases set u 

The KPNLF is still inten 
the interior — but in à w: 
not risk serious losses at t 
the Vietnamese in terms « 
and precious weaponry. TF 
understood to loosely abide 
all plan to keep one-third o 
in the interior, one-third d: 
bases near the Thai borc 
other third in reserve. 

The Vietnamese game-} 
moment appears to be to dt 
along with Phnom Pi 
(REVIEW, 2 Aug.), within ar 
of the various coalition b 
Although Bangkok new: 
cently have claimed that a 
wet-season offensive agair 
bodian resistance has alr 
there has been, in fact, lit 
The Vietnamese appear tc 
to breathe down the resiste 
keeping guerillas bottled 1 
areas with the occasional a 
rage to keep them nervous 

Sources say the coaliti 
ruled out a late wet-seas 
by the Vietnamese. They ac 
that it is more worried by: 
Vietnamese troops have 
back to their bases this wi 
has happened in the past 
foreshadowing an early 
thrust against the resistan 
dry season begins in No 
that time, it is hoped, all tł 
— including the Khmer R 
come to the aid of the part 
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n Singapore where else 
but the Shangri-La. 


ere the American Express" Card is always welcome. 
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The American Express* Card. 
Don't leave home without it 


In the heart of Singapore's lush, 
green splendour lies the Shangn-La 
Set in its own Garden of Eden within 
this garden city. 

It is a paradise of beautiful 
blossoming balconies. Of well 
appointed rooms, impressive intenors 
and fine restaurants. Of superb 
recreational facilities, including tennis 
and squash. Of warm welcomes and 
thoughtful touches. Everything that 
puts the Shangn-La in the ranks of 
the world’s top hotels. 

And where the Amencan 
Express Card is always welcome. 





Bangkok 251 4862, Bintulu 31351, Hong Kong (5) 242 367, Jakarta 365 008, 

Kota Kinabalu 52057, Kuala Belait 35391, Kuala Lumpur (03) 456 536, SINGAI 
Kuching 20977, Labuan 80042, Manila 854 655, Sandakan 42141, 

Singapore 737 3644, Taipei 581 4111, Tawau 72051, Tokvo (03) 667 7744. A SHANCRI-LA. INTERNATIONAL H 


Reservations: Your travel agent or Bandar Seri Begawan 23911, He Shangri-La holel 
CIN «301 


ARGUABLY THE MOST ATTRACTIVE 
SPACE PROGRAMME IN THE WORLD. 





SIA's exclusive BIG TOP, the biggest, most advanced the world. There's also more room to relax in Econom 
747 of all, offers passengers an unprecedented level of And remember, whenever you flv our BIG TOP 
space and comfort. Upstairs, Business Class passengers 747 to the UK, Asia, Australia or the USA, you 
relax in a private cabin almost twice the size of normal will enjoy a standard of inflight service that even 
7ATS. The First Class cabin is one of the most spacious in 


other airlines talk about. SINGAPORE AIRLINES 





There have always been hotels 
that live up to vour expectations. 
Now theres one that exceeds them. 


Seoul Hilton International 


Convention and Exhibition Centre with capacity of 3,500 persons is now open. 


For reservations call vour travel agent, any Hilton International hotel 
or Hilton Reservation Service. 
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The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then dic off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


jut that's just one of the problems facing the 
Panda. 


To ensure that it has a future it 1s vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount à major Panda Conservauon 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 
f~ Switzerland. 


WWF, WORLD WILDLIFE FUND 


Hongkongs language barrier 
of inertia and sensitivity 


By Emily Lau in Hongkong 


hile 98% of Hongkong's popula- 

tion is Chinese and Cantonese is 
the dialect of the vast majority, Eng- 
lish — the lingua franca of a small ex- 
patriate community — is the language 
of power and prestige. And though 
both languages are officially equal, 
English links the British territory to 
the international business community 
and provides access to higher educa- 
tion, both locally and overseas, and to 
the best-paid government and private- 
sector jobs. 

But all this may change as Hongkong 
prepares for its return to China in 
1997. (In April British Foreign Secret- 
ary Sir Geoffrey Howe declared that 
British. sovereignty and administra- 
tion of the territory would cease in 13 
years' time, thus ending more than 150 
vears of colonial rule.) 

During the transition period, there 
will be increasing demand for giving 
Chinese a higher status in official cir- 
cles; the lobby to use Cantonese as the 
medium of instruction also will inten- 
sify. Excessive emphasis on English 
education, critics claimed, has resulted 
in the poor standard of language ap- 
titude (both English and Chinese) as 
well as the unsatisfactory performance 
in education generally. 

As ties with China increase, there 
also will be demand for Mandarin to be 
reintroduced into the school cur- 
riculum: it had been taught as a "half 
subject" until the early 1960s. It was 
dropped because too few students en- 
rolled for the course and there was dif- 
ficulty in finding qualified Mandarin 
teachers. However, as Deng Xiaoping 
started to implement his liberalisation 
policies in the late 1970s, things began 
to change. More and more Hongkong 
people began travelling to China as 
tourists, to see their relatives or do 
business. 

In 1979 the Professional Teachers' 
Union and the Chinese Language So- 
ciety called on the territory's Exami- 
nations Authority to reinstate Manda- 
rin in the Hongkong School Certificate 
(the equivalent of O Level) syllabus. 
They argued that since modern 
Chinese is based on Mandarin, learn- 
ing Mandarin could help raise the 
general standard of Chinese. Also 
around that time, the government and 
many big companies started Mandarin 
classes for their employees. 

In 1981 the Education Department 
began a six-year pilot scheme in pri- 
mary and secondary schools to test the 
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feasibility of teaching Mandarin in 
Hongkong schools. Forty schools were 
selected and a further 80 volunteered 
to take part. Some teachers say that 
because of Mandarin's sensitive politi- 
cal nature, the government is proceed- 
ing with undue caution. Others regard 
the unusually long pilot scheme as a re- 
flection of the government's lack of en- 
thusiasm to reintroduce the subject. 
While the Education Department 
may act with deliberation, the com- 
mercial sector is moving fast to react to 
the Mandarin challenge. Enrolments 
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Hongkong schoolchildren: 


at the Putonghua Yanxishe — an or- 
ganisation specialising in providing 
Mandarin tuition — have increased 
from 1,600 in 1981 to more than 10,000 
this year. More and more companies 
trading with China have started to 
provide Mandarin courses for their 
staff. Head-hunters say a knowledge of 
Mandarin is a definite asset. 


“Soa " 





Az from avoiding the political 
overtones of learning the Chinese 
national language, the inertia within 
the education bureaucracy itself 
makes it difficult to react to the Man- 
darin challenge. Equally, if not more 
pressing, should be the attempt to in- 
troduce a Chinese education system to 
replace the present English-oriented 


`a 2 


S 
bilingual ideal. 


model, which is a product of cok | 


onialism, without losing English as a 


second language 
The local education system owes 11s 
growth to Hongkong's early pioneers 
religious groups 
and entrepreneurs. Ever since the Bri- 
tish took Hongkong in 1842, the study 
of English became increasingly essen- 
tial. It was emphasised in 1877 that 
"political and commercial interests 
rendered the study of English of pri- 


| mary importance in all government 
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schools in the colony." The study of 
Chinese was optional 

But since the mid 1970s the govern- 
ment gradually has introduced free 
compulsory primary and junior second- 
ary education, entitling every child a 
total of nine years’ schooling. Sponsors 
ing, started by those early pioneers, 
continue to play a key role: last year 
they provided more than 70% of school 
places. The govern- 


financial control. 
Ideally, Hong- 
kong's education 
system ought to be 
bilingual and 
superficially it 1s 
Compulsory primary 
education is con- 
ducted in Cantonese 
with English taught 
as a language sub- 
ject. At the second- 
ary level, parents 


children should en- 
ter 
(English-stream)or 
Chinese middle 
(Chinese-stream) 
schools. Because of 
the potential bene- 
fitsof knowing Eng- 


lish — in fact, only à 
limited number of 
Var L| students wil re 
EL iter, «| quire English for 


further study and 
future careers — al- 
most 90% of secondary students now 
enter Anglo-Chinese schools 

Despite its inadequacies, the system 
has produced many capable bilingual 
professionals who form the backbone 
of the territory's legal/economic struc- 
ture. But also it has churned out a vast 
quantity of what socio-linguists. call 
"cultural eunuchs" — people who are 
proficient in neither Chinese nor Eng- 
lish. This is illustrated by a 1979 Hong- 
kong University survey which found 
that many students lacked confidence 
in the use of both languages. With in- 
sufficient command of Chinese and 
English, the student becomes a semi- 
illiterate, functioning in a verbal and 
cultural vacuum 

The government denies there is any 
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philanthropists: 


choose whether their — 


Anglo-Chinese ` 


ment only exercises — 
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classroom: flexibility and freedom of 
choice have been the by-words for 
many years, with sponsoring bodies 
choosing whether to run a Chinese 
middle school or an Anglo-Chinese 
school. 

In the past two decades, enrolments 
in Chinese middle schools have de- 


_clined progressively from 31% in 1964 


Chinese-stream education. 


to 19.45% in 1974 and a paltry 10.22% 
last year. The Education Department 
claims it has been discouraging sub- 
sidised Chinese schools from convert- 
ing into Anglo-Chinese schools, 
though in the government sector itself, 
less than 7% of all secondary schools 
are in the Chinese stream. The trend, 
therefore, shows a definite drift to- 
wards English-stream education. 

The imminent demise of Chinese 
schools has spurred some of their 
number into forming an association to 
fight for survival. The chairman, Lee 
Sau-wai, said the association's aim is 
to convince parents of the virtues of 
But he 


_ Stressed his members were not opposed 
_ tothe government's freedom-of-choice 


r 


mother-tongue language 


are more important. fac- 


learning a second lan- 
guage. 


l : e standards of both lan- 


principle. 


S; teachers feel the association 
has missed the point completely. 
President of the Professional Teachers 
Union, Szeto Wah, believes the root of 
the problem is the use of English as the 
medium of instruction. The present 
system prevents (or at least slows) the 
spread of Chinese-stream education; 
however, once a mother-tongue lan- 
guage policy is adopted, every school 
will be Chinese. 

Over the years, the mother-tongue 
approach has attracted a great deal of 
support. Many of its backers do not 
dispute the need to learn English, some 
even welcome a truly bilingual educa- 
tion in senior secondary schools. But is 
this possible: can a second language be 
taught in the classroom? Cheng Ngai- 
lung of the Hongkong University Lan- 


guage Centre said the present English- 


stream education is based on the pre- 
mise that longer exposure 
to English will help a stu- 
dent to master the lan- 
guage. She claims there 


tors conspiring against 


If Hongkong adopts a _ $ 


policy in the first nine 

ears of education, and 
eaches English proper- 
as a second ianguage, 


guages would improve. 
Then, in senior secondary 
schools, the government 
could implement true bi- 
lingual education in which 
teachers and students can 
master the subjects in 
both Chinese and English. 
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Part of life's rich ta estry for 
the hill tribes is commercialism 


By Bryn Barnard 


hiang Mai seems like paradise 

after hot, smelly, crowded Bangkok. 
Although Thailand's second largest 
city, verdant and cool Chiang Mai is 
really a large town, blending provin- 
cial Thai culture with bits of indigen- 
ous hill-tribe cultures and other bits 
borrowed from the West. 
glance much of the city seems but a 
smaller, quieter extension of Bangkok 
— dominated by T-shirts, jeans and 
rock music. Indeed, the provincial var- 
iant draws on the capital for susten- 
ance, following the latest trends in 
music and dress. 

But Chiang Mai also boasts a veneer 
of tourist culture — shop signs and res- 
taurants — a result of its fashionable 
status among package tours and itiner- 
ant "world travellers" who come to 
luxuriate in the climate, buy local 
handicrafts and photograph 


At first | 





the | 


numerous Buddhist wats and hill-tribe | 


villages surrounding the city. 

The city has also become the main 
Thai urban trading centre for Lahu, 
Lisu, Akha, Yao, Karen and Hmong — 
the ethnically and culturally distinct, 
semi-nomadic tribal groups occupying 
the mountainous border areas of Thai- 
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A truly bilingual system, she 
warned, can only be implemented suc- 
cessfully when both languages enjoy 
similar status and are used widely in 
the community. Such a system in 


Hongkong would mean much greater 
use of Chinese in government, business 
and legal circles. This raises an in- | 
teresting question: what will the status 
of English be once the territory has re- 
verted back to China? 





The Chinese University of Hongkong's inauguration: 
Mandarin cannot be ignored. 





land, Burma, Laos and China. Al- 
though the hill tribes and some tribal 
sub-groups each have their own lan- 
guage, customs, music and dance, they 
are distinguished most obviously by 
their arts and, in particular, by their 
tribal dress., The Yao and the 
Akha, for example, decorate their gar- 
ments with intricate needlework pat- 
terns, while the Lisu do applique. The 
Hmong are well known for their 
monochrome batik and batik-applique 
combinations. The Karen are distin- 
guished by their fine weaving. 

These garments were once crafted 
from naturally dyed homespun cloth 
ornamented with handcrafted jewellry 
or trade goods such as Burmese silver 
coins, Indian rupees, bits of tin and so 
on. Created primarily by women, and 
worn as everyday wear by both sexes, 
these shirts, trousers, skirts and vests 
were continuously refurbished and re- 
placed. Old, worn-out clothes were 
discarded. 

Tourism and encroaching modernity 
have begun to change this pattern. The 
hill tribes are fast becoming one of 
northern Thailand's biggest tourist at- 
tractions, accessible now that roads 


According to the government, the 
heavy emphasis on English now is due 
to parental choice: many pragmatic 
parents — the question of national 
pride or Chinese chauvinism never 
arises — simply accept that English 
has greater commercial value. Thus 


| they opt to send their children to 





Anglo-Chinese schools. In other 
words, commercial pressures leave lit- 
tle room for choice. 

To remedy the situation, the Llewel- 
lyn Commission — a panel of foreign 
experts appointed in 1981 by the 


| former Hongkong governor, Lord Mac- 


Lehose, to review Hongkong's entire 
education system proposed a 
scheme of positive discrimination to 
change parents’ and employers’ at- 
titudes towards teaching Chinese. This 
may include imposing a quota to en- 
sure a number of Chinese-school 
graduates are admitted to the univer- 
sities and the civil service. 

The Llewellyn Commission also ag- 
reed that the mother tongue is the best 
teaching. medium, but warned that 
Hongkong cannot afford to reduce the 
emphasis on English in its schools. As a 
compromise, the commission proposed 
"there should be a whole-hearted push 
towards genuine bilingualism after 
primary six, including the tertiary 
level." 
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nave peen improved ana even me re- 
motest villages can be reached by air. 
Foreign “trekkers,” now hike the hills 
for a taste of “unspoilt hill-tribe life,” 
spreading Western culture and the 
cash economy in their wake. 

Some tribesfolk also have moved to 
Chiang Mai to taste the fruits of civili- 
sation first hand. Although often sus- 
picious of traditional Thai culture and 
Buddhism, these villagers have hap- 
pily accepted secular mass culture. 
Many now prefer Western and Thai 
rock and pop music to their own forms 
and combine their traditional dress 
with T-shirts and jeans. Some have 
discarded their traditional garments 
altogether and dress just like any other 
city dweller. 


qum garment-making is 
rapidly disappearing. It is being al- 
tered at the behest of urban shops, 
boutiques, traders, and the tribal 
craftsmen themselves. Villagers in the 
vicinity of Chiang Mai now purchase 
such handicraft supplies as synthetic 
yarn and thread, day-glow dyes, plas- 
tic buttons and beads, feather dusters 
(in lieu of home-dyed chicken feath- 
ers), machine-milled and printed cloth 
(even imitation Hmong batik) and sew- 
ing machines — all available at such 
stores as the Hill Tribe Supply Centre. 

This they fashion into clothing, but 
also into pillowcases, Western-style 
vests, bedspreads, and headbands. Old 
clothing is no longer discarded, but 
sold to middlemen to be re-fashioned 
into Western-style wear. Many tribal 


The Education Concerns Committee 
of the Hongkong Christian Council — a 
powerful education sponsor — called 
the Llewellyn comment “vague, con- 
tradictory and inadequate.” But ad- 
mitted that it “clearly highlighted the 
very real tension that exists in Hong- 
kong's secondary schools between 
the desire to promote bilingualism 
because of the advantages it brings 
. .. and the desire to maximise learn- 
ing through the use of the mother 
tongue." 


D espite criticism, The Llewellyn Re- 
port, because of its official status, is 
regarded by many as an arbitration of 
the long debate on education. Since the 
report's publication in May 1983, there 
has been no major initiative to imple- 
ment its recommendations: some have 
charged the government with dragging 
its feet over these important reforms; 
others suspect the government might 
like to wait until the Sino-British joint 
declaration is signed, before making 
any fundamental changes in education 
policy. More charitable critics say the 
inaction is symptomatic of the lack of 
consensus in the community over what 
should be done. 

Then, in March this year, 16 months 
after the Llewellyn Commission re- 
ported, the government appointed an 
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entrepreneurs are making and selling 
similarly modified clothing on their 
own initiative. 

The hill tribes have long incorpo- 
rated external cultural artifacts into 
their dress (Venetian red glass bead 
necklaces, for example, have long been 
popular items, relics of the longstand- 


Education Commission — one of the 
report's recommendations. The com- 
mission will take six months to con- 
sider how to implement the report's 
other recommendations. One teacher 
summed up the reaction from the edu- 
cation-reform lobby: “Here's another 
commission to review the previous 
commission's findings, which in turn 
wil produce another report on The 
Llewellyn Report, only once again to 
be pigeon-holed. " 

As Hongkong approaches 1997, con- 
tacts with China are bound to increase 
and the need to speak Mandarin will 
continue to grow. Many community 
leaders speak of establishing better 
communication with China to facili- 
tate a smooth transition. Learning 
Mandarin, many would agree, is the 
first logical step. 

The Chinese have been particularly 
coy about the Mandarin issue. A 
spokesman for the China's official 
Xinhua newsagency in Hongkong said 
China has no language policy for the 
territory. Few people doubt that Can- 
tonese will continue to be the domin- 
ant dialect, even after 1997. But the 
learning of Mandarin cannot be ignor- 
ed. So far an adequate system for teach- 
ing two languages has not been found: 
what hope will there be for a system in- 
corporating yet a third one? 


|| 
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ing overland and sea-trade between 
Europe and Asia), but in the present 
context change is no longer internally 


oriented and gradual; it is outward- 
looking, commercial and very fast. Pil- 
lowcases and headbands are no longel 
functional art forms, they are comme 
cial artifacts, produced to fulfil an out 
sider's idea (or the local perception of 
an outsider's idea) of what makes à 
suitably “authentic” and imminently 
saleable hill-tribe souvenir. The hill 
tribes cannot trade with the tourist 
world without assimilating tourist 
values. Their traditions are fading 

The Chiang Mai Night Bazaar is one 
of the main environments for the ac- 
culturation of the hill tribes. The 
bazaar is held every evening along à 
number of adjacent streets im 
downtown Chiang Mai. Thai and 
Chinese sellers predominate, though à 
few Tibetan and Nepalese traders are 
also present. 

Wares range from inexpensive mass 


produced clothes and household items 
to the equally ubiquitous (and equally 
mass-produced) Nepalese and Tibetan 


trade goods: Buddhist and «Hindu 
icons, prayer wheels, opium weights 
and scales, related drug paraphernalia 
and other trinkets. The bazaar is popu 
lar among locals, visiting Thais and 
foreign tourists. For the visitor unwil 
ling or unable to go to a hill-tribe vil 
lage, the Night Bazaar affords the op- 
portunity to purchase traditional and 
contemporary hill-tribe goods 

The few Akha at the Night Bazaat 
are mainly women, a number of whom 
are divorced and have run away from 
their villages. All live in Chiang Mai 
with friends or on thei: own. Return to 
their villages is out of the question 
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ments cut to Western tastes. They will 












Christianised of the hill tribes, the 


| “night from their village of Dui Pui, 










ticularly in the villages — have any | 


| think it is literally a new magic mat- 
erial or a term dines. 


| l banned, and j 





severe p o lem the 
tribe people. . ~ E EI 

Although estranged = their vil: 
lages, these women have become à con- 








duit for the Akha arts. They wear and | 






sell both traditional clothing and gar- 































not wear the traditional garments of 
another tribe, but will willingly dress 
in the Western-cut attire of another 
tribe, such as a Yao-design vest or.a 
Lisu skirt. Western-style tribal wear, 
like Thai pop culture, is seculàr and 
chic. 

A number of other hillfolk also sell at 
the Night Bazaar, among them a few 
Karen and atleast one Lahu. By far the 
biggest hill-tribe contingent, however, 
are the Hmong. With the Karen, most © 











Hmong are also among the most accul- 
turated. Hmong sellers, both men and: 
women, come down to the bazaar each 


about 18 miles from Chiang Mai. ` 
Like the enar ine Hmong dress in 





Bazaar dresses in Hmong ; tribal g 
“| sell hill-tribe arts and Tibetan-Nepal- 





ese trade goods. 

The Hmong also have set up a 
number of shops near the entrance to 
Dui Pui to cash in on the considerable 
tourist traffic. Dui Pui is one of the 
hill-tribe villages closest to Chiang 
Mai and is accessible by truck. This 
lucrative venue also has been infil- 
trated by Nepalese, Tibetan and 
Chinese traders. Just about everyone 
in the village sells a pastiche of tribal, 
Thai and Nepalese-Tibetan goods. 

The unwitting. tourist might easily. 
buy a mass-produced Thai imitation of 
a Burmese opium weight from a 
Nepalese trader:at the Hmong village 
thinking it to be an “authentic hill- 
tribe souvenir.” The visitor certainly 


- could not get much help from the local 


Hmong: so long have they sold this cul- 


tural melange that they now seem to 


have as much difficulty as anyone else . 
discerning their own goods from the : 
foreign bric-a-brac. -p 









Ano outbreak of disco fever sweeps: 


across the Pakistani countryside 


By Jamal Rasheed in Lahore 
Pa isco is sweeping rural Pakistan — - 

the word, that is, not the dance. 
The fashion of describing everything 
and anything as "disco" originated a 
year ago, when enterprising builders of 
the highly colourful bodies of Pakis- 
tani buses came up with a new metal 
shell for the buses called "disco 
bodies." The word caught on. 

Actually, disco buses are no differ- 
ent from any others, except that the 
plastic and foam used for seats have 
improved and seats are now slightly 
wider than before. But buses in rural 
Punjab now proudly sport huge neon 
signs on their fronts saying "Disco 
Bus." 

Since then "disco kebab houses" 
have sprung up along highways, and 
one can enjoy a shave and haircut in 
"disco barbershops." Lorries, taxis, 
small goods vehicles and minibuses, all 
use this magic new word. The funny 
thing is, however, that very few — par- 













idea of what the word means. Most 
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the word is a far cry from the world of 

disco superstar Michael Jackson. One 
fakir had the right idea, however. He 
has achieved some notoriety by play- 
ing a cassette tape strapped to his- 
waist and dancing to the music. When 

the music stops, he demands money 

from shoppers and passersby. What 

makes him unusual is that around his 

neck is a small placard saying "Iam a 

disco malang [fakir]." 

Manufacturers have got into the act 
too. Disco chappals (rubber sandals) 
are now available, and a number of 
ladies' shoe shops have been renamed 
"Disco Shoes." For those with a sweet 
tooth there are now disco sweets and 
disco biscuits. : 

Although the governmentis trying to 
relegate English in favour of Urdu, the 
fascination with Western words goes 
far beyond the urban elite. A few years 
ago the most fashionable word was 

"super, " used in much the same way as 
discoistoday. And, again, buses set the 
trend. Until à few years ago, they 
sported. the words Boeing 707 and 747 
on their mudguards... Then, when 
Pakistan bought 40 F16 fighter air- 


-craft from the United States, bus mud- 


guards. Sudd nly became emblazoned 















ECOLOGY 


China—a menaced land 


The Bad Earth: Environmental Degra- 
dation in China by Vaclav Smil. M. E. 
Sharpe, Inc., New York. US$13.95 
(paperback), US$25 (hardcover). 


n his recent book Sailing through 

China, Paul Theroux laments China's 
"poisonous-looking cities." He writes: 
“The air pollution gives China the look 
of existing in a permanent sunset." 

Smil, professor of geography at the 
University of Manitoba and a recog- 
nised expert on China's energy and en- 
vironment, has written a solidly 
documented study of China's environ- 
ment crisis which makes Theroux's ob- 
servation appear as a bland under- 
statement. 

It is a measure of the extent of 
China's environment woes that Smil 
finds air pollution a “decidedly minor 
problem." True, emissions of air pol- 
lutants are (for the same quantum of 
useful energy) 50% higher than in 
Europe and twice as high as in Japan. 
It is also true that recently reported in- 
creases in the rate of lung-cancer mor- 
tality in the large cities are disquieting. 

And indeed, China is nearly unique 
among the world’s major countries in 
its dependence on solid fuels — coal 
provides 70% of all primary energy 
needs — and its conversion technol- 
ogies leave much to be desired. 

But when comparison is made by the 
numbers of people affected, water pol- 
lution is far more serious. In Shanghai, 
where only 4% of the waste water is 
treated, 4 million m* of unprocessed 
sewage is dumped daily into the 
Huangpu river and its branches, mak- 
ing the river one of the world’s “largest 
sewers.” Yet it is Shanghai's principal 
water source. 

While the heaviest concentrations of 
industrial pollutants are to be found in 
the large cities, industrial water pollu- 
tion now can be found in “just about 
any of the largest stream,” except for 
the remote rivers of Tibet. The Li river 
flowing through the picturesque coun- 
tryside near Guilin has delighted 
thousands of tourists in recent years. 
What the foreign visitors can no longer 
see, however, is the cormorant fishing 
for which the river was once famous. 
The cormorants are dead — victims of 
a lethal concentration of toxic mat- 
erials which moved up the food chain. 

Some of the worst offenders, fac- 
tories spewing arsenic, chlorides and 
cyanide into the river, were closed 
down in 1979 but the river remains 
badly polluted. Stretches of the Grand 
Canal are so contaminated with kero- 
sene and phenol that local fisheries 
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have been completely wiped out. 

Other environmental menaces in- 
clude soil erosion and silting. The silt- 
ing of the Yellow River has: been an 
age-old challenge to China's hydraulic 
engineers but the acceleration of the 
process in recent years makes it one of 
the most untractable environmental 
problems facing the country. 

Even in global terms, Smil main- 
tains, it has few equals. Desertification 
— the southerly advance of China's 
large interior deserts is almost as 
serious. Smil ascribes it to human ac- 
tions — indiscriminate reclamation for 
grainfields as well as frequent over- 
grazing and tree felling. 

The cumulative effect of the evi- 
dence assembled in The Bad Earth, 
most of it from Chinese sources in the 
period 1978-82, is profoundly dis- 
couraging. If the author is correct, 
China is losing the war against envi- 
ronment degradation on nearly all 
fronts. The mistreatment of land and 
resources has been so great, Smil be- 
lieves, that it "may well be the most 
fundamental check. on China's reach 
towards prosperity. " 

One of the few respites from the 
litany of ecological disasters is found 
when the author — with a fine sense of 
China's traditional culture — reminds 
us of the reverence for nature that was 





a hallmark of the imperial past. “At- 
titudes, poetry, habits, common say- 
ings, and regulations abound with im- 
ages of nature and a view of man as a 
part of the greater order of things," he 
writes. 

Even in ancient times, however, the 
Taoist urge to get into step with the na- 
tural beat of the universe, could have 
masked an ugly reality, Smil points out. 
“Ruthless deforestation” schemes were 
implemented to create new fields, to get 
fuel and charcoal, obtain timber for fa- 
bled palaces and to produce ink — the 
soot of burnt pines was a favourite 


source. Smil notes the irony: “The 
florious accounts of China's civilisa- 


tion were underwritten by the destruc- 
tion of its natural foundation. " 


t may seem extreme to censure the 

literati for overtaxing the forest re- 
serves, but the case Smil makes for 
forest mismanagement in recent times 
is persuasive indeed. He argues thatof- 
ficial reports of deforestation portray a 
destruction comparable with the dis- 
appearance rates in other worst- 
affected forests of the less-developed 
world. Of the legions of environment 
problems facing the country, Smil as- 


serts that deforestation is !he most 
critical. 
The causes of the problem are 


numerous but the author emphasises 
the pernicious effect of ideology. Mao 
Zedong's doctrines of partisan warfare 
dictated that each guerilla base main- 
tain its own grain reserves. Mao clung 
to this obsession with local grain self- 
sufficiency long after 
1949. “Taking grain as 
the key link” became 
the cornerstone of his 
programme for aF 
leviating rural poverty. 

Expanding grain proe 
duction would seem to 
have obvious merit in 
an overpopulated land 
where chronic famine 
and malnutrition were 
imperatives of history, 
In practice, however, 
the expansion of cereal 
production was under= 


ing way — by cuttin 
down the forests an 
planting grain in their 
place 

The author sum 
marises the vicious cir- 
cle that inevitably fol- 
lowed: as the accumu- 


lated organic matter 
was sharply reduced 
the thin soil eroded, 


yields on the newly re- 
claimed land plummet- 
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taken in the most 
environmentally and 
economically damage” 


e 

































































































































S &EEBDOSSÉTEES dSgb B Ek 
ies | 4 ww E acaz 0 © oO O c M o im- O | \ Lr 
S2UBPcfiiSir sgeeeeegeees S225 NE 
HAART EEDE ÜoSSusist Se SS2E 8 qa 8 
pa ROS 8 Pas y ePeeonre ses Ss. QE d | PE-N: 
OV e UD oO. o9.^ D eo£X*X 0 » RS Seo c gc Ičo? E | = 
T e ZZ >= (9u9 I 8S 2 as: et ere ey TRES E sa | a x 
« (C € n. vo m, E Lt omy COCA - a Comme T O AO . 6. os | o v 
EA C = goe e on: i = & Se e o Eg CERE &. ES | x = 
f "02x SN Dt t A^ pm 2]. Lot GE w, g 
S sx gee SESER RE GSS " His [ete z oe 2 sz is o 
eZ oo ee x 2am Sees oso 28 SE se} 3 
Pet EESS. ER= SEVSELSSVZSE Me [c ee SER , 5 = 
CO SSSR SES Ste es “35 coc OM nS es | & 4 
SS OotnoD5c óugsut Veuve a t Cm >, = 2 
Ebu SSE CS ERE ZEcESEESSEDEE e226 gi |S 28 E 
| - tm -—- * C 
Zan c VOODES See BD ke oc-u9?2os5z2 B = 
ee ee, OS OQ SER VZV S Vy ¥ aG Lrg u | " 9 9 
SESES es oe O,ESEESSLSEZEaCS m © S GO 2& 
250 oy S2Su se co Do RBSsaPPLAE. = | roo er 
EBSegEescoces SHEESSo woagsl tS eau os E 22 
somou eS S| cd = > Q 26 = of a SS | 3b | 
o9 Eg SB Bg SESMES HS SESZSY 330 S = 9 : 
She Sen Sy Sv SEO .0f euSE mol ER Sy Sa | > SZ 
SCS es eS=SEELTE Gegegg°obse.,5 &* 8 vg | 8 =z 
cC lc x wm CQ M oO O oS à Q .-. : ER 
LEZSSSPSSUOS AFEFE FAFE n E oe 
"ÉEM-E EE cuss B BEcRSRRSREEEDÉBSSI RIS FS 2 
Zo Zaag iw eas € u0090539 SV eù = & = im > | 
Oeeam Se Poxsgss E c BS x iS | $2 
A O 2 >, | S = os 
perm x*9 | sé 
2^ t9 U 
Su do c g 2S 
eb t os $T | 2 Es 
EgES P B oda on 
: Boc gS > | §.62 
se, 818 £3 
c GO E (OR | a <2 
- FA “om & S Sb E 
on 29 Mc 25 | 8 o> 
e 252 ore Sx = m | A 
e. E co ae o . I | i € A ed 
SF u$s SS | $ B 5 E 
| ei oc. X = 2 E J 
OI c6 — & g”) - omen a T i 
te 8.9 ES |S -3 $ < J 
Lg S mig ET | 8 PE - 
ot LOGE = | & o 6 




























Ru of all the soit beir 
the bedrock. 

There have been much-publicised 
afforestation efforts but the survival 





rate of new plantings has been appall- - 


ingly low, often well below 10%. In 
part the failure can be attributed to 
lack of expertise — for example choos- 
ing species inappropriate for the loca- 
tion and the soil. 

Here too, however, Smil finds politi- 
cal and ideological factors at work. 
Mao's campaign-style approach to so- 
cial and economic reform — engaging 
the masses in great national campaigns 
— may have been exhilarating. Was it 
enough, however, to sustain interest in 
the tiresome, though necessary, job of 
weeding, watering, thinning, and soil 
cultivation, required to bring trees to 
maturity? Clearly; Smil writes, the | 
answer is to "let the. people who | 
planted the trees own them." That so- 
lution raised the spectre of capitalism | 
in the countryside and was therefore 
rejected by Mao. 


BIOGRAPHY 


[he rise and fall of an 'empres: 


The White-Boned Demon: A Biography 
of Madame Mao Zedong by Ross Ter- 
rill. William Morrow & Co., Inc. New 
York. No price given. 


hat is a poor girl to do in a society 
that does not give women a break? 


Terrill has us believe that Mao's 
widow, Jiang Qing, was a victim of 


Chinese male chauvinism and like 


many other powerful women in 





| 


—M QE 


China's past, made the most of her 


good looks and sexual favours in a bid 
to.be accepted as an equal to men. "So- 
ciety had allocated no reserved seat for 
her... life was neither fair nor logical,” 
he says. Terrill no doubt would hear a 
chorus of agreement about life's lack of 
fairness and logic from the millions of 
Chinese or their relatives who were 
either imprisoned or killed during the 
Cultural Revolution when Jiang was 
the virtual empress of China. 

As Jiang bellowed out during her so- 
called trial, she was not the only per- 
petrator of the Cultural Revolution. 
She quite rightly told the court when 
questioned about the persecution of 
president Liu Shaoqi which led to his 
death: “Most of our government lead- 
ers, including you, Jiang Hua [presi- 
dent of the court], competed with each 
other to criticise Liu Shaogi. If I am 
guilty, how about you all?” 

But since life is unfair and the 
leadership could not lock up 40 million 
party members, Jiang got the penal and 
symbolic raps for the 10 years’ chaos. 


The o P S factual accuracy | is. 
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cially allocated to them. Peasants, 
wary of ever- changing party lines ihat 
convert yesterday's capitalist re- 
negade into $oday's model citizen, 


| were assured that the new policy pro- 
moting private woodlots would remain 


unchanged for a "long time" 
sumably decades. 

It will be several years Gefore the ef- 
fects of the new policy can be assessed. 
Smil, however, leaves no doubt that re- 
versing the harmful trends of the past 
wil require a prodigious agroforestry 
effort. Lacking such an effort, the pre- 
diction of a late 1970s national confer- 
ence on forestry may well come to pass. 
Conference members were told that, 

“according to estimates based-on the 
actual annual rate of reduction, by the 
end of this century there will be no 


— pre- 


trees to harvest." 


The prospect is truly ütihinkable, 


| Smil declares. At the same time, he as- | 


serts that the assessment was “ure 
Se accurate." NM 





some of the key events are true, Jiang 
deserves every uncomfortable second 
of her life-imprisonment: term. Terrill 


draws on official documents, Hong- 


kong publications and interviews of 


those who knew Jiang before and after 


she became Madame Mao. At times the 
prose lapses into varying, shades of 
pared for his [Deng Xiaoping? srb ban: 
quet of revenge." Overall itis a gossipy 
book but then such a tone must have 
been irresistable for the author when 
dealing with a subject whose life is the 
stuff of potboilers. 

By the age of 24 she was on her third 
name, fourth husband (Mao), and fifth 
area of residence (the caves of Yanan). 
Before Yanan.she was a second-rate 
Shanghai actress who burned to assert 
her own independence. The only prob- 
lem was that. she had neither the talent 
in Shanghai, nor the intellect in Yanan 
to achieve recognition on her own 
merits except as an appealing female 
companion. 

Contemptuous of men ("Man's only 
contribution to human history is no- 
thing more than a drop of sperm"), 
Jiang nonetheless did not hesitate to 
snare the right man at the right time 
for her advancement. As to polities, 
Terrill aptly says that key concepts 
must be translated “into the meaning 
they had within her personal universe: 
communism meant Paes class strug- 
gle meant revenge.” : 
Woe to those 1 in n the early days who 
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) Gonzaga in Manila 


arly in August, the Central Bank 
of the Philippines’ policymaking 
ody, the Monetary Board, found 
fin the awkward position of giving 
billion (US$167 million) in emer- 
cy loans to Banco Filipino (BF), 
er insisting that the P P900 million 
en earlier was already “more than 
ough." The additional help, ordered 
esident Ferdinand Marcos, en- 
ed BF to reopen for business, end- 
orced closure (23 July to 1 August) 
ed by a massive run on deposits 
TEW, 9 Aug). . 
-before BF was forced into tem- 
closure, at least 50 rural banks, 
ft banks and 20 finance com- 
had already suspended. opera- 
g to severe liquidity prob- | 
of depositors formed at. 
ks and the rumour mill was 
tories about banks being de- 
cess to central bank loan win- 
heques not being honoured by 
' houses, and bank owners and. 
eaving or about to leave the 





/ programme, central bank 





ose Galang in Manila 


e a gem among Philippine min- 
ing companies, following its im- 
ve rise Irom modest beginnings 
949. Marinduque Mining & Indus- 
;orp. today epitomises the pre- 
t sorry state of the country's econ- 
y. It has total assets of some P20. 95 
(US$1.16 billion), but is in sore 
of financial assistance. Nobody 
5 tobeina dd to Dui that 


TR 


1 ce its highly leveraged expansión 
kel refining in the early 1970s, 
“has been hounded by a 

se factors that forced Ht 
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governor Jose Fernandez gave an as- 
surance that the entire banking system 
was "sound." But headvised the public 
to be “careful” in choosing banks — in 
effect suggesting that some were not 
reliable. And, while Fernandez was in- 
forming the nation via another TV pro- 
gramme that BF was "an isolated 
case," long lines of armoured trucks 
could be seen on the way to troubled 
banking institutions with cash from 
the central bank vaults to enable the 
banks to meet heavy withdrawals. 

Meanwhile, Prime Minister Cesar 
Virata alleged “sabotage.” Letters, 
some reproduced in newspapers, were 
sent to depositors, urging them to 
withdraw their money and naming 
banks supposedly bankrupt. Author- 
ship has not been established, but the 
objective of.the anonymous letters 
seemed to be to precipitate general 
panic and the collapse of the financial 
system. 

If so, the “saboteurs” could not have 
chosen a better target: BF has the 
largest number of branches (more than 
80 in Metro-Manila alone) and de- 


du ue Mining’ S “rapid. fall from grace raises s questions about 
- or perhaps whether — the giant group can be saved 


duque in liberal doses by government 
financial institutions. The company's 
obligations also are the biggest ever in- 
curred by a local business group and 
translated into a heavy burden in 
terms of interest payments: in 1983, in- 


terest expenses alone of P1.92 billion . 


wiped out net sales of P 1.67 billion for 
the year. Because of continuing. close 
scrutiny from the Philippines' credit- 


ors, these financial institutions cannot 


now grant the same kind of aid. 
Marinduque has suspended most 
operations since late 1983; its working 
capital had dried up. Since 1980, the 
company's production costs have out- 
stripped revenues (by an average of 


| 11%), owing to the continued weak- 
| ness of the prices of its main products, 
nickel and copper. Marinduque ope- 
rates the only nickel refinery in South- 
east Asia, on Nonoe Island in Surigao 
Eua Norte pos za ne norton aste 











. release Hi P 








positors (more than 3 million), and 
most of the depositors are low-income 
workers and small entrepreneurs. 

About a week after the rescue opera- 
tion at BF, when deposit withdrawals 
had returned almost to normal levels, 
the owners of the bank — the Aguirre 
family — filed a suit against the 
Monetary Board and Fernandez alleg- 
ing “wilful infliction of i injury" on the 
thrift bank. | 

It came as no surprise to the business 
community that the rescuer was being 
brought to court by the bank, or that a 
supposedly independent central bank- 
ing authority was being told by the 
president what to do about an institu- 
tion under its direct supervision. Up to 


. late July, the Aguirres and Fernandez 
_ were not only hotly debating in public 


the issue of. when the. Contre bank 





stitution, ‘and to what pee they also 
were threatening each other with suits 
and counter-suits. The presidential 
order merely brought. about 2 a cease- 
fire. 

Marcos must have found it pence: 






tions resumen: at ie ehh d in duly 
1983 following an advance payment of 
some US$9 million for nickel briquet- 

tes from its buyer in the United States, 
Philip Brothers. 

Early in August, however: Marin- 
duque's two main ereditors, state- 
owned Philippine National Bank 
(PNB) and Development. Bank of the 
Philippines (DBP), initiated foreclo- 
sure proceedings on their. mortgage 
over most of the mining company's 
properties, which are understood to in- 
clude those pertaining to copper and 
cement production and portions of the 
nickel project. Facilities in Marin- 
duque's nickel refinery are mortgaged 
to Marubeni Corp. of Japan, which ex- 
tended credit. 


t remains to be seen what the fore- 
closure move will lead to. One possi- 
bility is that the two banks will form 
new entities which will separately take 


over Marinduque's various operations, 


with the present corporátion being 
maintained asa holding company. 
Another is that the PNB ànd DBP, sec- 


















uring theirexposurein M rinduque (in 
the form of loans and g arantees) by 
converting tk estments, may 



















to intervene owing to ugly rumours 
that the Aguirre family was being 
penalised for political reasons — that 
it was on the opposition sidein the par- 
liamentary elections in May and so 
must yield at least a portion of BF own- 
ership. This speculation presumably 
was inspired by the recent entry of 
Greggy Araneta, the president's son- 
in-law, to the board of directors of 
Manila Banking Corp. Owned by the 
opposition-leaning Puyat family, this 
commercial bank once experienced 
larger than usual withdrawals of depo- 
sits and had to be rescued with central 
bank emergency loans. 


robably to counter the rumours, 

Marcos ordered the Monetary 

Board to help BF resume opera- 
tions. The additional assistance was 
given, but only after the appointment 
of a central bank conservator to the 
thrift bank, with very broad powers to 
protect the central bank's stake in it. 
The conservator is Gilberto Teodoro, 
administrator. of the Social Security 
System. He has replaced initial ap- 
pointee Basilio Estanislao, president 
of the state-owned Land Bank of the 
Philippines, who resigned, officially 
for health reasons. This eyebrow-rais- 
ing explanation has served only to 


make the BF case all the more intrigu- - 


ing. : 
. Teodoro is authorised to replace the 
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tion of the company. The Philippine 
Government was widely criticised for 
its bail-out of various distressed in- 
dustries in the early 1980s, a move 
which sapped enormous resources. 
This programme, it is widely accepted, 


present board of directors and officers 


6 










-F ith new ones and negoti 
sale of BF to any interested par 


deems such action necessary. And if 
warranted. by «indings of a current 
probe into the actions of the present 
board, the conservator can file charges | 


against its members. So the Aguirres 
have decided to take the legal offensive. 
Before Marcos intervened, one ac- 
cusation to appear in print was that the 
credit. portfolio of BF contained sub- 
stantial amounts of non-performing 
loans, principally financing for hous- 
ing subdivision and hotel projects 
which were said to have turned sour. 
Fernandez later hinted that the trou- 
bles of BF extended beyond bad busi- 
ness decisions and an inability to con- 
vert hard assets into cash. At a press 
conference. on. 13 August, when the 
main subject was BF and the Aguirre 
family, he was asked whether some 
banks were being "plundered" by their 
owners. His reply was affirmative. 
The Aguirres claimed that the initial 
aid given to BF was "too little, too 
late," and this was deliberate because 
Fernandez was trying to force them to 
sell 51% of their holding to a busi- 
nessman described as having "money 
and political clout." This description, 
by BF lawyer Norberto Quisumbing, 
fits coconut tycoon Eduardo Cojuang- 
co, who is known to be close to Marcos. 
But as it turned out, it was the Bank of 
the Philippine Islands, of the Ayala 
conglomerate, which wanted to buy 


... AS DEBT PILED UP. 


negotiating a standby-credit agree- 
ment involving 615 million special 
drawing rights (about US$645 million) 
— on which assistance by other inter- 
national lending agencies and com- 
mercial banks hinges — is understood 
io have specifically discouraged the 
gi om extending further 
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out the Aguirres — until nego 
were called off by the Ayalas b 
of the run on BF. | 

What might happen next is 6| 
question. While Marcos has 6 
the Monetary Board to help BF tc 





sistance, he also has agreed to the 
pointment of a central bank | 
vator at the thrift bank with a 
life-and-death powers over the 
res. And while the Monetary Bo 
required by law (the Central Ban 
to extend emergency loaris te troub 
banks, it now determines first whe 
or not mismanagement is iny 
Marcos himself is on record as 1r 
the distinction between hone 
dishonest bank owners. — 
It is not just a di 
bank and the prés 
throw good money & 
stake is a financial 
government is nego 
ternational Monetar 





credit from the fund, is 
liquidity. The Philipr 
and credit aggregates v 
cently by P3.9 billion. 
loans to BF and earli 
P4.8 billion of central 
vances to the government, 5 
have been used mostly in the? 
tion campaign. 





Whatever the governmer 
intent, it certainly willr 
duque Mining from the 





gian 
Marinduque Mining was sel u 
Jesus Cabarrus and his family i 
small iron mine, the Marinduque 

Mines Agent Inc., with its iron-or 
put being exported mainly to d 
The company expanded into gi 
mining in the mid-1950s and 
ment production in the late 19f 
nickel refinery, which has an at 
capacity of 35 million tonnes, 
launched in the early 1970s. 
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he nickel refinery, however 
seemed to have coped with gi 
pains. It consistently has been tf 
pany's main source of trouble: 
after the project's inception, ' 
was devalued in 1970 and 
havoc on the projeet's finan 
gramme. Of the total original cos 
mate of more than E1.2 billion, 8 
68% was in US dollars. Finan 
worth nearly US$190 million f 
foreign sources was secured. 
The nickel plant was put on str 
in 1974, just as the country wast 
under the impact of the first glot 
shock. ‘ge i cry 
i . Xf 
























































f crude oil. 

nickel refinery only Te into 
nmercial operation (about 80- 
capacity) in June 1983. How- 
because of its already high de- 
£ on foreign debt, the high in- 
t- rates prevailing. at the time 
wed into its revenues, which were 
y case depressed by:weak prices of 
i mineral products. | Marinduque 
ning's severe financial difficulties 
‘ced the company to suspend opera- 
ions in December 1983. 

-abarrus and other members of his 
y holding executive positions in 
arinduque resigned at the end of 
3. The Cabarrus investments in the 
mpany had been diluted by a steady 
sion of funds from the government 
e 1981, from the P5 billion fund it 
t up to assist distressed indus- 
„Marinduque Mining was allowed 
§ million from this fund — in equal 
its in 1981and 1982. The govern- 
loans, through PNB and DBP, 
being iner easingly: converted into 
y as ni as 1981.. 















































went to Alfredo Velayo, who 
his appointment was chairman 
ompany's executive committee 
y officer of the National Deve- 
t Co., a government corpora- 
| arged with undertaking invest- 
n pioneer sectors. Marinduque 
gs board chairman remained 
Zalamea, who chairs DBP. 
he most recent stockholders’ 
of the mining company, a fi- 
-restructuring programme was 
ed to boost the firm's chances of 
. Under the scheme, the par 
f Mar induque Mining shares 
e reduced from P10 to P3, re- 
g the authorised capital to P950 
on from P2 billion. The au- 
d capital will then be raised to 
nilion, securing authorisation to 
2 billion worth of bonds. 
increased capital will be issued 
dJarinduque's principal creditors to 
vert most of the interest-bearing 
bt into common stock and interest- 
ng bonds. Only P3-4 billion of the 
old debts will remain after the 
ise. (The reduction of the shares’ 
alue is necessary to qualify the 
any to issue bonded indebted- 
















































t. is. confident that the 
“level of debt will be easier 
on current revenue levels. 

e 
al scheme is facing delay be- 
of the. protracted negotiations 

‘the country’s toe a 
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A sharp downturn i in primary-products | prices shows 
how uneven the ecbnomic- recovery has been 


By Philip Bowring 

he spectre of another recession is 

haunting the primary- producing 
world. While the focus of international 
economic attention has remained on 
interest rates and the United States 
budget deficit, the slide in commodity 
prices during the past five months has 
been at least as important. The two 
phenomena are clearly, if indirectly, 
related. Just as high US interest rates 
and a. strong dollar translate into de- 
fensive and deflationary policies in 
other countries of the Organisation for 
Economie Cooperation and Develop- 
ment, so low commodity prices do the 
same for the developing world. As a re- 
sult, the US recovery, unexpectedly 
dramatic though it has been, has failed 
so far to generate wider, self-sustain- 
ing growth. 

Industrial exporters - — notably those 

in East Asia — have benefited from the 


 surgein USimport demand, but by and 


large domestic demand has been pain- 
fully slow in recovering. Worse still, 
commodity prices have fallen, reflect- 


ing a lack of confidence in the staying 


power of the recovery. This has exacer- 

bated the problem of low ora de- 
demand, in turn hurting 
the most vulnerable. Al- 



























steadily . during | 1983 - 
from 1982 recession 
lows, and some enjoyed 
a minor boom in early 
1984, the overall trend 
has been shar ply down- 
wards. To some extent 
this decline has been 
exaggerated by the rise 
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especially badly. Cop- 
per is little above the | 
1982 low and sugar, in. [ 
real terms, is probably 
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tory, with the world 
market price around 4 
US cents a lb or roughly 
one-third the cost. of 
production of the most 
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strengthening coconut-oil prices the 
only relief for the economically besieg- 
ed Philippines. Palm oil's hopes of a 
sustained boom have been dashed, 

though prices are still well above year- 
ago levels. Beverages have also been 
strong, led by tea which has held much 
of its dramatic late-1983 rise, while 
coffee and cocoa have been fairly 
steady. Tin has also held its ground, but 
at a fairly low level and only because of 
some massive producer cutbacks, espe- 
cially by Malaysia, at considerable so- 
cial as well as economic cost. 

Log prices have stayed fairly firm, 
but plywood's early 1984 rise has faded 
and prices are 15% below 1980 levels. 
Grains have been relatively steady but 
rice remains at historically low levels 
in the face of good Asian ‘harvests and 
self-sufficiency policies on the one 
hand and less buoyant demand from 
Middle East and African importers 
facing payments problems on the 
other. 

Even before the price debacle of the 
past six months, world current-ac- 
count imbalances were seriously 
SKOWEN against commodity exporters 
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aaa di to Ee De. But 
somewhere, too, must. be the effect of 
the réduction in demand by fellow de- 
veloping countries emanating from a 
combination of weak export prices: and 
heavy debt and interest burdens. Yet 
these are the countries with the great- 
est import potential. 

It is not just that their working 
populations are still growing quickly. 
More important, middle-income coun- 
tries are at.a stage of development 
where demand for raw materials 
closely shadows growth in overall de- 
mand. Such growth as there is in the 
mature OECD economies is mostly in 
service and, high-technology indus- 
tries. In many cases demand for com- 
modities has fallen sharply due to 


changes both in the structure of indus- _ 


try and moreefficient use of materials. 
Excessive glóom may be unwar- 
ranted. The'markets may take a turn 
for the better, Prices may move up in 
the fourth quarter as surely as they 


move up with stock and bond prices as 
they followed | 





turned down in the second. They may 


n down. But-b bo r d 
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would help if ihe Tow us oes ant 
ionist lobbying was diverte 
| from manufactures to raw : 
| | processed products. | 
dustrial exporters al e 
. despite the barriers. 
Meanwhile, protection 























deflation. Now that inflati fears are 
on the wane, commodities may re- 
spond to hopes of lower interest rates 
and of sustainable OECD growth. Just 
as likely, they will continue to be de- 


| in Europe in Japan, ds. 
veloping countries billior 
they would gain if indust 












































; This announcement appears as a matter of record only. 
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jar prices borders on criminal. 
imodity protection sentiment is 
growing in the US with calls by 
producers for devices to force 
the domestic copper price. This 
it be fought as bitterly as the new 
/s On textiles exports. 
econdly, commodity exporters 
ed. to ensure that payments re- 
aints do not cause them to erect bar- 
rs against each other or aim for self- 
fficiency at any cost. Malaysia, for 
mple, would be much worse off if it 
eally pursued the rice self-sufficiency 
cies to which it is theoretically 
mmitted. In the event it has become 
ne of the largest markets for cheaply 
produced Thai rice. Developing Asian 
ntries may also want to start lean- 
g more heavily on Japan and the 
s to remove protection from syn- 
ic substitutes. It would, for exam- 
e nonsense for Malaysia to favour 
Korean goods and investment 
e South Korea favoured its own 
hetic rubber industry on self-suf- 
ncy grounds at the expense of 
heast Asian natural rubber pro- 
TS. 

































ric, false assumptions of global 

ce scarcity and exaggerated ex- 
ations of what commodity pacts 
d do for price stability. But the 
t price slump, coming as it does in 
13iddle of a US demand boom, may 
nging home to exporters a need 
ard but non-ideological bargain- 
ith the importers, and an appreci- 
.of where demand growth should 
place if given the chance. 










Ot all the Philippines' wounds of 
the past year have been self-in- 
čted. As luck would have it, two 
ts top four exports have been at the 
p of the international commodity- 
ce disaster league. Earlier hopes 
price recovery would help the na- 
m stabilise its debt position have 
oved illusory as copper has fallen 
k almost to the recession trough 
sugar to new lows. The only bright 
the picture has been coconut oil 
her coconut products, _ | 
though the peso devaluation has 
oved export profitability, or at 
educed losses, the situation for 
rs remains serious. Imported in- 


costly and hard to eome by. 
F f 




























ortunately, commodity export- . 
ere lured by the easy Opec succes- + 
of the 1970s into North-South 
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duque and Basay Mining — have had 
to shut down operations (page 48). 
Atlas and Lepanto have been losing 
money and Marcopper, which had a 
first-quarter profit, has since fallen 
back into the red. 

. Thus, in contrast to that of many 
,other developing-world producers, 



























first half of this year. The government 
has removed all taxes from distressed 
mines but is in no position to give di- 
rect assistance. Investment in mining 
virtually has come to a halt, apart from 
some projects shifting from oil- to 
| coal-based energy. AO 
| So far, the Philippines has been 
partly immunised against falling sugar 
| prices by a long-term agreement. But 
this is due to expire just when prices 
| areatrock bottom. Asa result, the gov- 
| ernment is aiming to cut production 
| from 2.2 million tonnes to 1.8 million in 
the next crop year. 

Already, growers and millers com- 
plain they cannot afford government- 
decreed wage increases and allege de- 
lays in being paid by Nasutra, the 
monopoly sugar-trading company. 
And there are problems providing suf- 
ficient crop financing for growers. 
Many mills are losing large sums of 
money and are kept alive by the Philip- 
pine National Bank. 

Coconuts present a mixed picture. 

| Prices more than doubled between the 
first quarter of 1983 and March 1984, 

and though they have slipped 20% 
from a high this year of 54 US cents a 
lb, prices are still strong enough to help 

| both the government and the millions 

| of small producers. | 

| However, part of the strength has 
been due to poor output — the Philip- 
pines is the largest exporters — as well 
as to the general strength of vegetable- 
oil prices. Thus, though prices for coco- 

nut oil and produets have almost dou- 


| "pled since: mid. 1983; earnings in the 


bovi 
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Philippine production fell 20% in the 





If the Philippines is to start making 
serious inroads into its balance-of- 
payments problems, it not only needs 
better luck with prices but some pro- 
gress in volume production. 


Wore India can hardly be said to 
favour low commodity prices and 
the world deflation they imply, it can 
afford to regard the recent downturn 
with a degree of equanimity. Most ob- 
viously, prices of two.major commod- 
ity exports, tea and jute products, have 
been enjoying a boom. | 

Tea prices are off the top, but still 
9076 (in US dollar terms) above those 
of a year ago. Production has not been 
sufficient to take full advantage of 
these and a partial ban on exports was 
imposed, briefly, earlier this year. 
Iron-ore export volume and value have 
remained under pressure owing to the 
poor state of the world steel industry 
and competition from Australia and 
Brazil. But this trade is not subject to 
very large fluctuations. Poor sugar 
output has mitigated the impact of low 


world prices. | 
M c2nwhile, prices of significant 
second-line commodities such as 
cashews, spices and shellfish have 
been quite steady. Weakeer commodity 
prices may in fact be doing India little 
harm, as it is a major importer of oil 
and non-ferrous metals, though it is 
having to pay more for its substantial 
vegetable-oil imports, though not as 
much as was anticipated to be the case 
back iñ Mareh. = T 
India is r 
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product, the spread of exports over a 
large number of items — industrial as 
well as primary — and the importance 
of trade with the Soviet Union con- 
ducted at prices which may not be 
favourable but are quite stable. 

Furthermore, India is not much af- 
fected directly by high interest rates 
and debt problems. Most of its debts 
are non-commercial and at fixed rates. 
Repayment of International Monetary 
Fund borrowings begins this year but 
with imported energy requirements 
falling (due to higher domestic output) 
and with prices also lower this should 
be no problem. 


EE THAILAND 


A brief 
take-off 


mproved prices and increased volume 

for several exports produced a sharp 
improvement in Thailand's trade in the 
first half of 1984. The deficit fell from 
Baht 89 billion (US$3.87 billion) to 
Baht 38 billion and a full-year Baht 76 
billion is projected. However, it was 
recovery from a low base — exports fell 
7% in 1983. Furthermore, much of the 
recovery could prove hard to sustain as 
prices have levelled off or fallen and 
the bulk of farm exports for this year 
have been shipped already. 

Rice' has been the star performer, 
with 2.3 million tonnes shipped in the 
first half, up 48%. But prices were 
down 5%, continuing the poor record 
of recent years when it has persistently 
underperformed other grains. After 
peaking at US$500 a tonne in 1981, 
rice has returned to the range seen in 
the late 1970s. 

Maize, on the other hand, has regis- 
tered both price and volume gains in 
the latest semester. For the first half, a 
26% rise in average rubber prices more 
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than offset a 14% volume decline. But 
with the renewed setback to interna- 
tional prices the full year could see 
only marginal gains in earnings. 
Meanwhile, four other major export 
earners — sugar, tin, tapioca and 
prawns — saw first-half declines and 
there is little prospect of substantial 
short-term improvement. Sugar is an 
international basket case, made worse 
for Thailand by an inadequate export 
quota. However, thanks to a long-term 
agreement made in 1982 for sale of 


au. V RM nes. 2 n: -en Em 
Tea in India; iron-ore mining in Australia: the dollar's strength is a major factor. 


600,000 tonnes annually, the impact so | 


far has not been so severe as to force a 
major production cutback. In fact 
first-half prices were above levels of a 
year ago. Tapioca continues to be frus- 
trated by restrictioris in Europe. 

An additional problem facing Thai 
exporters is the strength of the dollar- 
linked baht which means the depres- 
sive effect of low dollar prices quickly 
flows through to producers. In turn, 
this translates into reduced consumer 
spending. In 1983, this was partly 
offset by stimulative credit and fiscal 
policy. But these have had to be tight- 
ened and business has been squeezed 
by high interest rates and weak de- 
mand. Overall, higher interest rates, 
local and foreign, are hurting both rev- 
enue and expenditure. Government re- 
venue for the year ending September 
has been revised downwards and deve- 
lopment spending is being cut back. 


EN AUSTRALIA m 


A boon 
to trade 


he pick-up in commodity prices in 
1983 helped Australia’s visible 
trade balance return to surplus for the 
1983-84 fiscal year ended 30 June, 
after two years of deficits. The posi- 
tion, however, also was substantially 








helped by a dramatic rise in rural ex- 
ports following the preceding drought 
A pick-up in volume of mineral ex- 
ports also was recorded, partly due to 
improved world demand and partly to 
new developments coming on stream 


he decline in world prices of many 

commodites since March, to a large 
extent, has been overshadowed by the 
decline of the Australian dollar against 
the United States unit, which has 
boosted profits of miners. A combina- 
tion of this factor with earlier im- 
provement in some metals prices is 
doing wonders for some company pro- 


| fits. However, it may be temporary. Al- 


though some volume growth is likely to 
continue, particularly for coal and 
alumina, more favourable foreign-cur- 
rency prices are now more a hope than 
a reality 

Steaming-coal prices have been cut 
recently and though many believe they 
have now bottomed out, they could be 


vulnerable to a further oil-price de- 
cline. Iron-ore prices are steady 
enough in US-dollar terms and modest 
sales gains may be possible. But 


alumina's price had a false dawn and 
copper, gold and other metals produc- 
ers have little to smile about other than 
the currency decline 

Meanwhile, high interest rates con- 
tinue to cause concern for the highly 
geared and to put pressure on the cur- 
rent account, partly because of debtin- 
terest. The improvement in the trade 
balance has not been fully reflected in 
the current account, which remains 
more than A$6 billion (US$5.11 bil- 
lion) in the red. Nor has the past year's 
improved export picture yet flowed 
through to investment, which is the 
weak spot. 

And though Australia finds it easy 
enough to attract capital, the size of 
the current-account deficit suggests 
that no sustained rise in domestic de- 
mand is possible if the export improve- 
ment is not sustained, which, given 



















































-way, the decline in non-oil 
ity prices has had a relative- 
l impact on Indonesia because 
as account for almost 7596 of 


es the imbalances in the nation's 
de. Following the softening of oil 
nand and prices, Indonesia 
nched a programme to stimulate 
;development of non-oil exports. 


ularly asit coincided with a revi- 
nón-oil commodity prices. | 
government had cause to believe 
1e 28% devaluation of the rupiah 
st: the US dollar in March 1983 
provide: further stimulus to 
op production. However, since 
rkets for many products have 
ie more difficult and much of the 
ation benefit has been eroded by 
3ational price declines. 
t fiscal year, oil and gas earnings 
ged a slight rise despite weak in- 
ional prices, as volumes in- 
ied significantly. But the situation 
is, at best, static, and has forced 
overnment — heavily reliant on 
sector for revenue — to prune 
nding. Although most of the prun- 
“in capital-intensive projects, 
hole economy was expected to 
me impact from government 

ghtening, which, it was hoped, 
d be offset by better performances 
her areas. 
However, these hopes are being 
reatened by low prices and high in- 
rest rates. Dollar earnings from rub- 
the largest non-oil export, rose 
e to US$829 million last fiscal year 
nks mainly to better prices. As most 
oduction is by smallholders, this 
lowed through to consumer demand. 
But though some continuing gains in 
lume are likely, they will be nowhere 
r-enough to offset this year's price 


ae 


m-oil production continues te 
nd rapidly, but much of it is going 
neet domestic cooking-oil require- 
s because of the decline in 
conut-oil production.. Thus In- 
mesia has not been able to take full 
vantage of a buoyant, if volatile, 
vorld market. Exports | in 1988- 84 
ere just US$146 million 
hog exports hav 
pons to. the: ‘shift 





. achieved considerable success; 


| housing demand in | OECD cad 


Of lesser but still important crops, cof- 


| fee and tea have benefited from firm 
prices. But metals — tin, nickel and 


aluminium. — have ali been disap- 


pointing. 


So, all in all, there are plenty of re- 
cessionary factors around and few ex- 


pansionary ones. And price conditions 
.are'unfavouráble for the badly needed 
‘switch from oil-dependent develop- 


ment and high-cost manufacturing in- 
dustry to actually or potentially com- 


The bigger 
they are... 


he merit of not being a member of 
Opec has made itself apparent this 
year as increases in oil exports have 
been used again to offset lower than 


expected prices both for oil itself and | 


for other commodities: Although gross 
national product growth has returned 


to the 6% mark, it will prove only tem- 


porary unless prices recover. Even rich 
and diversified Malaysia is feeling the 


; Strains of volatile prices and these are 


likely to be reflected in the October 


budget. 


1 ,390 range but ers regard: this as 


Ten months ago the Treasury was 
forecasting gradual world recovery ac- 
companied by modest but steady price 
increases. It saw export earnings from 
rubber rising 20%, palm oil by 19% 


and petroleum by 12%. Only tin earn- 
‘ings were expected to decline marked- 


ly — by 13%. By early this year, 
these forecasts were looking conserva- 
tive. 

But now, as the Treasury prepares its 
estimates for 1985, they are looking 
optimistic again. Most dramatic, of 
course, has been palm oil, which hit a 
speculative all-time high of M$2,670 
(US$1,148) a tonne in January, result- 
ing from a local supply squeeze as well 
as from world vegetable-oil trends, be- 
fore crashing back below M$1,000. But 
even now, at dip od itis above origi- 
nal forecasts. z 

Export proceeds in the first five 
months averaged more than 100% 
higher than in the same. period. of 1983 
and even with the subsequent decline, 

earnings for the full. year.should be 
around M$5.5 billion against M$3.3 
billion, partly also reflecting increased 


output. As for prices, Laurence Prustis 


forecasting a return to the M$1,175- 





petitive cash crops. 


= MALAYSIA TTY 


. But in another way it únder- | 








Se po M$2.50 for simot a 
year it then crashed again back to 
around M$2, little better than its 1982 
average. 

. Although short-term weather fac- 
tors’ may have been part of the cause, 
just as important may have been 
reaction against over-expeetation by 
speculators of the effect on demand of 


a recovery in industrial production. 


Although natural rubber is highly 
competitive at these prices, Interna- 
tional Natural Rubber Organisation 
buffer stocks and the possibility of 
lower oil prices cast shadows: © 

Among lesser commodities, timber 
has been dull and tin almost static at a 
depressed level. Pepper has been firm 
but is now off the top and cocoa has de- 
clined 25% after hitting a five-year 
high. Thanks to oil production running 
well above original projections and to 
the brief palm-oil windfall, total ex- 
ports for the year are unlikely to be far 
off the Treasury's original projections. 


But that may not be much of a basis for 


being optimistic about the next 12 
months, when volume gains are likely 


to be much less than this year and aver- 


age prices may do well to keep up with 
those so far this year. 

Lower commodity prices have a 
fairly immediate impact on consumer 
demand and both directly and indi- 


‘rectly affect government revenues. 


Current price levels are thus likely to 
make for a cautious budget. They help 
explain why ministers have been say- 
ing that Malaysia has been living 
beyond its means and that the private 
sector must assume more of the burden 
of development. 


M eanwhile, though the gadé posi- 
tion has improved and a surplus of 
M$2.85 billion is now forecast for this 
year, the invisibles deficit has de- 
teriorated alarmingly. A deficit of 
M$9.5 billion is forecast for this year 
against an original projection of M$7. 3 
billion. 

The increase is. in considerable part 
due to the interest burden of foreign 
debt, now approaching M$30 billion. 
Part of this had been incurred in buy- 


ing out foreign plantation owners at 
the height of the bull market. An in- 


creasing proportion of foreign borrow- 
ings have been at commercial rates. 
Thus, fickle commodity prices and 


high real interest rates are now se- 
verely: pinching countries which used 
 toenjoy the best of both worlds — rich 


resources and well-managed econom- 
- Continued for long; these pu 

















bull market ora pude in BUE rend? 
Answers vary, from one commodity to 
another but the general view from 
London is thàt the bull market is over. 
Foodstuffs form the major con- 
stituent of most commodity-price indi- 
ces and they have had some bad falls in 
the past three months. Palm oil has 
dropped about two-fifths, maize by 
one-seventh and sugar by one-quarter. 
The falls in foodstuffs prices, in most 
cases, follow some 
months to August 1983 30: 
price index of Bar lays Bank denomi- 





nated in special drawing rights (SDRs) | 
| ng, : 


jumped 37%. This price rise had little 
to do with the: recovery in the United 
States or the world economy. It « came 
from reduced supplies. - 

Two main factors combined to cut 
supplies of foodstuffs and thus inJ 
crease their prices: 

» Adverse weather hit a number of 
crops. A long dry summer in the US af- 


fected maize and soyabean produc- - 


tion; a severe drought. particularly in 
West Africa hit cocoa production, and 


other droughts reduced the crops of | 


coconut and palm oil. 


» The US Government's payment in | 


kind (PIK) programme reduced the ac- 


reage planted with maize and soyà- | 


beans. Farmers received grain from 
government stocks in return for the re- 
duced acreage ‘used. Soyabeans were 
not included in the scheme but they 
were affected too since the’ crop 3 was 
often planted with maize. 

As a result of these main. ‘factors, 
vegetable-oil supplies for the 1983-84 
season are expected to have fallen for 
the first time in 11 years. The US De- 
partment of Agriculture estimates that 
world agricultural production fell by 
1.5% in 1983 — the first drop since 
1952. This was why prices picked up in 
1983. A secondary factor was a moder- 
ate increase in consumption. 

After August 1983, the average of 
foodstuffs prices remained on this re- 
latively high plateau. But over the pas 
three months, a fall — which, once 
again, does not come from macro-eco- 





nomic changes but from more down- | | E 


to-earth realities — has taken. place. 


The markets can see that supplies in | 


the 1984-85 season are going to re- 
cover. Hence prices have fallen and 
may well fall further. | 

The expected increase in supplies i is 


due simply to reverse moves by the fac- |: 


| tors which cut them i ek the 1983- 84 sea- 
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gramme is not being repeated on such 
an extensive scale. Acreage plantings 
in the US have returned to pre-PIK 
levels.” Barclays. Bank forecasts that 
food prices in terms of SDRs could well 
be 6% lower at end 1984 than at end 
1983. Average food prices in 1984 are 
still forecast to be 9% up on 1983, but 
are expected to fall by 5% in 1985. 
There is a large stock overhang in 
sugar, so a reversal of this foodstuff’s 
remorseless price decline would sur- 
prise everyone. Gill and Duffus. — a 
f trading . group. - — 


ains. ; unanimously. ‘bearish 


with E fundamental epicure becom- 
if. : a: . ' s 


1B 
only floor to sugar prices is the point | 


where sugar is saleable for alcohol or 


animal feed.” The same group also 
takes a bearish view of cocoa prices. 


This is one of the cases where a bad | 


crop in the past year is expected to be | 


replaced with a better one. 


Tea prices have come a long way off 
their highs scored in the past year, but 
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mildly softening price is - 
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] Bt is s trading at 
ws experienced 
2 when the US 

















igh nterest xw worldwide e 
: ad a part in depressing the price by 
aking the cost of holding stocks high. 

Some allowance also must be made 
1 this comparison for the strength of 
je US dollar. Nonetheless the con- 
nued weakness of copper has sur- 






























e economy has accele- 
first quarter, real gross | 
ict registered a 7.476 
1 ally adjusted i increase. Japan is 
pering in many respects: exports 
booming, capital investment is on 
se along with corporate profits 
manufacturing, while consumer 
shave remained stable. 
hough rapidly growing exports to 
Jnited States. sparked the. re- 
ry, the momentum for the con- 
ed growth can be attributed to 
estic activity. Capital investment 
picked up across the board. Per- 
consumption is recovering mod- 
housing starts are at a higher 
han 1983 and industrial produc- 
‘May was 12.5% higher than a 
iarlier. | 
panese exports began to pick up in | 
d-1983 and since then: have been | 
ing briskly, up an average 16% in | 
first half of this year. Video- 






















ape recorders and high-technology 

ichinery were among the most popu- 
lar items. Imports picked up in the first 
uarter but still climbed at a slower 
ate than exports. The volume of im- 
ports is expected to increase 10% in 
984. Japan should enjoy a trade 
rplus of around US$40 
lion this year compar- 
a to US$31.5 billion in 
























er a sluggis investment 
E E ct up 9.1% in 

















y way, increasing ind. 
the fi investment Ps 39. 7 % 












(US$ billion) 


Current account 
Net long-term capital 
Net portfolios 
. Japanese capital 
(Stocks) 
(Bonds) 
Foreign capital 
(Stocks) 
(Bonds) 
{External bonds) 
Basic balance 





per. Tony Bird of f stockbrokers T. pon 
Coombs comments: "Thanks to low 
production, high demand, and Chinese 
buying, stocks have fallen quite sharp- 
ly in recent months ...if this trend con- 
tinues for much longer, then large in- 
creases In... price are inevitable." 
Tinisone of very few commodities to 
have kept its value in the past three 
months. But London analysts are not 
looking for any further substantial 
rise. Shearson Lehman- American Ex- 
press predicts only a small growth in 
Western consumption, while Amalga- 
mated Metal Trading notes that con- 
sumption of the metal has fallen over 





equipment investment by the service 
sector in the same quarter rose a strong 
45.4%, the fourth consecutive quarter 
in which the rate of increase exceeded 
30% : year-on-year. 

Plant and equipment investment by 
large corporations, which have been 
slow in responding to the economic re- 


covery is finally picking up — their in- | 


vestment increase accounted for about 


;.3895o0f the total plant and equipment 


investment increase in the first quar- 
ter. 


mong basic industries, steel and 
chemicals showed a solid rate of 


“increase, at 10.875 and 12% respective- 


ly, while textiles and pulp and paper 
registered gains of less than 3%. How- 
ever, there are indications that these 
lest two sectors are planning to step up 
capital spending in the coming year. 
Personal consumption is adding to 
the momentum of the recovery. After a 
mere 3.4% full-year increase in 1983, 
private consumption rose 4.5% in the 
first quarter. Wages and salaries have 
been rising at nearly a 5% year-on- 
year rate since February, and greater 
disposable income in 1985 will support 
a higher level of consumption. Al- 


CAPITAL FLOWS 
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mic “activity into higher p 
though they show little sign of doi 
at the moment. Even if they do per 
however, the fall in foodstuffs p 
and the softness of crude oil price 
factors likely to keep most comm 
price indices on a downward line 
the next six months. This is pet 
particularly unfortunate for 4 
countries since the downturn in p 
is tending to come from increasec 
umes in other parts of the world. 
realistically, the price rises in 

should be seen.as.a freakish eve 
this little history. This year's fall: 
in general, a return to normality. 





though abnormal weather has dist 
aged seasonal shopping, the app. 
mately 5% rate of sales increa: 
major stores in. the first five mc 
was an improvement. over that i 


previous two years. 


The yen began to. weaken in 
June and has since traded at c 
US$1:¥240. Net long-term ca 
outflow from Japan reached a hi, 
US$4.42 billion in April and US: 
billion in May, masilya in portfoli 
vestment. 

Foreign capital, which registere 
flows of about US$1.2 billiona m 
in the first three months of the 
showed an outflow of US$1.11 bi 
in April and US$1.7 billion in May 
likely that foreign bonds, with the 
higher yield than Japanese bonds 
continue to attract Japanese ca 
and undermine other movements 
could help strengthen the yen. 

The Japanese stockmarket has 
coasting at the 9,800-10,500 lev 
the Nikkei-Dow Jones Average, 
ing failed to follow Wall Street 
sharp mid-year rally. Short-tern 
terest rates have remained aboi 
7%, while the monetary situatior 
been described by the Bank of J: 
(the central bank) as "easy," rem 
cent of the 1978-79 period. The 
sumer price index for Tokyo in . 
showed a year-on-year increas 

2.4%, while wholesale p 
declined 0.4% in the : 
period. 
As long as the US econ 
does not go into a down: 
the Japanese. economy 
Poy advance smoo 
. A setback in the growth 
of the US. economy: will 
fi 









MEGA-PROJECT LENDING 
ISA BALANCING ACT 
FEW BANKSHAVE MASTERED. 


If you have ever been 

involved in project 

financing which requires 
loan syndication, you know it's 
not a two-step process. Rather, it is 
a simultaneous, creative inter- 
action between two spheres of 
knowledge which must be brought 
into balance. 

Simply put, a project 
loan must be designed to meet the 
criteria of both buyer and seller, 
at a price which fulfills the objec- 
tives of both. It’s a balancing 
process - both an art and a science 
- at which Bank of Montreal 
excels. We have compiled an 
impressive record of syndi- 
cated financings for major projects. 
But, more importantly, we have 
earned the respect of our peers 

iria international lenders who 

y votec us one of 
^ie pee. prof pee dica n! 
3 | man: —€— in the bu in es. é 


HAS YOURS? 


underwriting commitment 
On the other. 
Bank of Montreal specialists in 
loan syndication have the global 
experience and professional re 
spect of key project banks, as well 
as up-to-the-minute awareness 
of their current lending posture 
That's where the balani 
ing comes in. Our team carefully 
weighs all these factors to custom 
design a proposal which meets the 
requirements of acceptable risk and 
- yield. Then they select a banking 
à group so that it forms a broad, 
A flexible base of support which is 
y compatible with both your short- 
q term needs and yout longer 
ð term relationship objectives 
Which is good to remem- 
ber when you're weighing 
the capabilities of a project bank 
Contact your 
Bank of Montreal Account 
Manager, or Project Finance, 
p int yep dm ia First 
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p The world's too hotels Dook into 
The Review because Asia's top frequent 
business travellers regulorly read it. 
Our average reader spends more 
than thirty-six nights a year in notels 
7 IN TCT, just 
* Our ry ee Ders 
alone account 
for well over 
2 million room nights 
oer year. And, incredibly, over half of them 
book rooms for other people, amounting 
to yet another 900,000 roorn nights. 
Which is why you'll find that over seventy 
of the world's most prestigious hotels 
are regular guests of The Review 
When you consider that almost all Our 
readers hold senior positions in business, 
the professions, or government, you'll 
realise The Review is more than a good 
oooking. It's the suite. 
Book The Review. Because when we 
talk travel, we mean business. 
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Work goes better because you and the Sharp Z-60 are such as on business cards, right on the edges of the 


a great team. Advanced mechatronics technology keeps you in copy. Its interchangeable developer units provide B5 A5 
direct touch with this easy-to-operate, simple-to-maintain beautiful copies in black, red, blue or brown B4 AA 
economical partner. You save time and money The Sharp Z-60 personal copier. It's good for business and ar 

A more user-friendly copier would be hard to find. The important step toward easier, more accurate intormatior 
compact, lightweight Sharp Z-60 locates anywhere. A conven- processing. 
ient flat-key control panel with LED indicators makes operation e Sharp calls this unique concept PA (Personal Auto 
super simple. mation) because it maximizes your personal capal 

Although it's small, the Z-60 copies as easily on oversize B4 ties and potential 










A New 
Personal Copier 
toWork Side-By-Side 
With You. 
The Sharp Z-60 


SHARP 


SHARP CORPORATION, JAPAN 


Please contact your local Sharp distributor for turther information === = r 
The Philippines: AUTOMATIC APPLIANCES, INC. Makat: Commercial Center, Ayala Avenue. Makati, Rizal Tel 68-72-54 68-76-96 58-62-68 68-45-92 556-55-76 








Hong Kong ROXY ELECTRIC CO., LTD. Room 1701-1710, Admiralty Center, Tower 1, 18 Harcourt Road Tel 5-8229311 (16 lines] 

Singapore ROXY (SINGAPORE) PTE. LTD. 483 Tanglin Hal! Road, Singapore 0314 Tel 631911 

Malaysia: ROXY (MALAYSIA) SON. BHD. Lot 16. Jalan 223 Section 14. Petaling Jaya Selangor Tel 571477 571295, 574313, 571384 and 56191 
Thailand THE BANGKOK TRADING CO., LTD. 995-9 Charoen Krung Road. Pisten Bridge, Bangkok 5 Tel 234-5091-4 

Taiwan AURORA CORPORATION 8th Fi. No 146. Sung Chiang Ad , Taipei. Taiwan Tel (02) 5639971 (10 lines 


Indonesia: P.T. TRITANU Jaian Ir. H Juanda Ill No. 12 Jakarta Pusat —Indones:a Tel 367608 
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ware and hardware have a big advantage. They are not 


ustralian manufacturers and suppliers of computer soft- 
-tied to a huge home market. So they can develop products 
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Kuala Lumpur, 42 3122, telex MA 30260. 


the Australian Trade Commissioner at: 
Bangkok, 286 0411, telex 82621. 
Hong Kong, (5) 731881, telex 73685. 
Jakarta 33 0824, telex 46 214. 
Manila, 87 4961, telex PN 63542. 

New Delhi, 60 1336, telex 81 31 2356. 
Osaka, (06) 271 7071, telex 522 5334. 
Seoul, 7206490-5, telex K23663. 
Singapore, 737 9311, telex RS 21 238. 
Tokyo, 582 7231-9, telex 242 2885. 


For details of suppliers, phone or telex 
Beijing, 52 2331, telex 22263. 
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Australias 900 software suppliers are expert at adapting, 


- extending and retaining software programs running on 
— international computer hardware. They can also produce 
new programs in various languages compatible with a 


Australian technology 
has made evident its high 


that fill gaps not adequately serviced or supplied by others. 
qualities of innovation. 


-.. The Australian manufacturers of computer 
. hardware are also very experienced 


.. people. They have been in 
.. business for 20 years. 
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tion between otherwise incompat- 


solved the problem of communica- 
ible computers. Australia also 


Australian-made multiplexers 
designs and manufactures very 


mini computers. 


_ wide range of equipment. Three of the top eight chartered 
- Many are now 


accounting firms in the USA have standardised on an 


. Australian software product. 
.micro and super mini 


- making micro and 
- computers. 


developing super 





e THE resignation letters came on 
Friday, 10. August, the valedictory 


cocktails over the weekend. By Wed- 


nesday, the. two expatriate directors 
of the Singapore installation of mer- 
chant bankers Jardine Fleming had 
already flown back to their Hong- 
kong headquarters. If that looks like 
unseemly haste, it is all in the eye of 
the beholder, according to Michael 
Koh, the Singaporean staffer who is 
standing in (at least temporarily) for 
departed managing director 
Roderick Fleming. 

In fact, Koh assured Shroff, the 
moves were dictated by Jardine 


Fleming's standing policy to keep ex- 
patriate staffers in a location no. 


longer than two or three years at a 


stint and to indiginise staff in the 
field. Fleming had been in Singapore 


nearly three years and Alan Gibbs, 


the bank's erstwhile investments di- 
rector, had logged 18 months setting | 


up the local broking desk. 


Their Singapore sojourns, though, i 


seem to have been ip enoug 








| E Controlled: as s this 
piring financial centre. Ever. 
Jardine Fleming acted as merc] 
banking adviser to Straits Steamst 
in its merger with the state-contr 
led Keppel Shipyard (REVIEW 3t 
June :83) the bank has be 
rumoured to stand in the gove 





ment's bad books. With the benefitof | o 
hindsight, officials as high as Deputy “t 
Prime Minister Goh Keng Swee re- | s 
portedly rue the half-billion Singa- | 
pore dollars Keppel wound up paying: 


for the acquisition. "Nobody takes 
Goh for a ride with impunity,” 
warned one Jardine Fleming com- 
petitor. 

Even the hint of official opprob- 
rium is enough to scare off corporate 
customers trying to push their finan- 
cial camels through the narrow eye of 
Singapore's regulatory needle. Jar- 
dine Flemings's name, once proudly 
emblazoned across many a 
tombstone advertisement and pros- 
pectus, became mud. The bank sat 
out the new-listings boom of late 


1983 and has been conspicuous by its- 


absence from a slew of debt and 
equity issues since. 
And just as Jardine Fleming has 


been effectively sidelined from the 


primary securities market, so, too, 
has it been dealt out of a few of the 
choicest secondary-market byplays 








-scion of the firm's namesake family, 
the London 
Robert. Fleming (which holds 50% of 
the bank in a joint venture with 







main prop of. Jardine Fleming's re- 
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by rival brokerages. Gibbs’ assign- cia 





9 
ment to build a broking adjunct to the | 


mainstream banking 
seems to have raised some Shenton 
Way hackles. One way to counter a 
challenger like Jardine Fleming — 
with its privileged bankerly access to 
corporate information, its far-flüng | 
customer network and its penchant 
for playing deals close to the chest — 
is simply to freeze the newcomer out 
of the action. A market source 
explained: "Ina place like Singapore, 
you can t behave like a hong." 

The two departing expatriates will 
take up new duties in their hong's 
North Asian bastions. Fleming — a 


operations 


investment house of 


Hongkong' s Jardine Matheson) - 
will move on to a corporate finance 
job in the firm's Tokyo office. Gibbs 


will work on investments in the | 
“Hongkong office. And as for the 


Singapore office — once the third 





gional business base — it will be run, | 















hasten to thro a noun 

Pan-Els share price took off in 
July, soaring from S$1.95 to $$3.30 
(US$1.54) in less than two months. 
Regulators wondered why, but offi- 
cial SES queries met with no more 
than shrugs from the company's di- 
rectors. The market, meanwhile, was 
buzzing with inspiring profit fore- 
casts for the diversified group. In- 
deed, there was plenty to talk about: 
Pan- El's S$26 million 1983 group 
pre-tax earnings represented a 
nearly 10-fold increase over the slug- 
gish previous year. 


And an anonymously circulated | 


stock analysis | projected further 
earnings increases of about 50% 
yearly over the next two years. The | 
afternoon Singapore Monitorsharply | 
questioned these forecasts, which de- 
pended upon PEN pee income that 















| the interim results had ' 


while, the settlements mark: x 


man W. H. Crafter, in an open let 


ds just standard retailing in this mar- 
. ket," commented one cynic. 












cast. That was awit 

tee decided to act. Pan- 
cially “designated” i 
shares were to be traded on 

only basis, rather than on mi 
since directors had failed to 
the exchange or suspend the c 
when its febrile rise made clear t 
leaked" ^ 
some punters before their reles 
The iesu blc: needed a 













SES a action. iie letter C Pd wot 
be the short-sellers who needed. 
drop in the share’s price to cover 
positions without hefty losses. Wit. 
a week of its "designation, - 
| counter bottomed out at 382.43. 
The SES ordered an inves’ 
into possible insider trading i 
El over July and early August. 





























shares has had to be 
allow overhanging settlen 
tracts to clear. But Pan-El f 
remain unmollified. Pan-El 


to the exchange, blaming the pr 
for the tumultuous trading in. 
counter and denied any leaks. ] 
SES responded that it meant to cot 
tinue its insider-trading probe ary- 
way. 

Shroff stands boggled by the disin- 
genuity all around. It is hard to see. 
how the intervention of either the 
government or SES officialdom can | 
much help a process as organie üS | 
alimentation. One theory has it that 
the market was simply dealt a sizable 
chunk of Pan-El to digest when the 
group's outgoing chairman, Ernest 
Kahlenberg, disposed of a large share 
of his stake after leaving thec crap any: 
in early 1983. “All this flap — 
anonymous research and whatnot _ 


as 


Given the accumulation of scrip in 
the hands of large investors, plus t | 
group's good-looking fundament: 
something like the recent iun 
could have been. foreseen, some 

| (with perhaps Over: 
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A broad new broo 





Thailand switches its targets for reform from 


selected sectors to all major industries 


By Paisal Sricharatchanya in Bangkok 


hen the Thai Government launch- 

ed an ambitious scheme in 1982 to 
restructure 10 "excessively protected" 
industries, few expected smooth sail- 
ing. In fact, attempts to apply the po- 
licy are running well behind schedule 
and have faced opposition from the in- 
dustries concerned. 

Recognising this, the government 
has adopted a more broadly based ap- 
proach which will spread the restruc- 
turing effort over the entire economy, 
giving it a much greater export orien- 
tation. At the same time it will allow 
individual industries more time to ad- 
just, thereby, it is hoped, easing politi- 
cal opposition to the policy. 

Most of the industries were promot- 
ed during the 1960s for import sub- 
stitution. However, owing to incon- 
sistent policies and misguided promo- 
tional efforts in tandem with high 
levels of protection over the past two 
decades, many of them have become 
inefficient, have failed to become ex- 
port-oriented and are heavily depend- 
ent on imported raw materials and 
parts. 

The objective of reforming protec- 
tive structures to improve these indus- 
tries competitive edge thus became 
part of the current fifth five-year plan 
(1982-86). The original timetable call- 
ed for two industries to be restructured 
each year, to cover all 10 during the 
plan's period. 

To date, though, the restructuring 
process has been completed only for 
one industry — textiles — while it has 
gone only halfway for two others: ve- 
hicles and electrical appliances. As a 
_ senior official of the National Econo- 

mic and Social Development Board 
(NESDB) — the top economic 
policymaking body, which coordinates 
implementation of the fifth plan — 
conceded: “Our evaluation shows that 
to restructure an industry properly is 
time-consuming. There would be in- 
adequate progress if we were to con- 
tinue tackling two industries a year. 
Moreover, reforming protective struc- 
tures alone is not enough.” 

There also are political constraints. 
As far as the textiles and electrical- 
appliance industries were concerned, 
the main thrust of the restructuring 
process centred on a series of reduc- 
tions of the tariff structure (mainly on 
finished products). Over the past two 
years, these were brought down from 
about 100% or more to below 60% in 
the expectation that increased com- 
petition from imports would pressure 
local manufacturers to trim their fat. 


Although the reaction from the textiles 
industry has been muted, there have 
been protests from electrical- 
appliance assemblers. 

Economic planners concede that the 
tariff reduction taken by Thailand 
runs counter to the growing protec- 
tionist posture adopted by most other 
countries. The original proposal was to 
unify the original broad tariff range, of 
nil to 150%, to within 20-40%; but it 
was later decided that the overall 
structure (for all imports, ranging from 
finished products to intermediate 
goods and raw materials), should be 
brought to within 5-60%. 

In view of the shortcomings, plan- 
ners are adopting a new, more com- 
prehensive approach to shaping the 
country's industrial future. The em- 
phasis now is on broadly classifying all 
industries into three groupings: ex- 
port-oriented, rural-based (outside 


PETER RORLACHETC 


Bangkok and four surrounding pro- 
vinces) and agro-industries. Official 
sources told the REVIEW that the new 
policy was accepted by the Council of 
Economic Ministers about two months 
ago; the authorities are now laying 
down detailed guidelines. (The em- 
phasis on three broad areas in fact cor- 
responds with new investment-promo- 
tion guidelines recently adopted by the 
Board of Investment.) 
A Dosen officials emphasise that 
the original plan to restructure 10 
industries will continue with available 
resources, clearly it has been pushed 
down to secondary priority. Although 
progress has been made with textiles 
and electrical appliances, the outcome 
of efforts to restructure the vehicles in- 
dustry is uncertain. Despite a lengthy 
period of development, the industry is 
still largely an assembly operation, re- 
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raise local content, but this has proved 
extremely costly as the small size of the 
industry does not justify local parts 
production. The government's original 
intention was to freeze the compulsory 
local-content level at its current 45% 
while at the same time revoking an im- 
port ban on completely built-up units 
(CBUs) which has been in force since 
1978. The intended move to permit 
CBU imports, which has not been car- 
ried out to date, was aimed at en- 
couraging local assemblers to become 
more competitive. 

However, the overall approach to re- 
structuring the vehicles sector has 
been stalled by the rather different 
views of Industry Minister Ob Vasurat, 
who assumed office in May 1983. In a 
number of press interviews, the minis- 
ter, who has direct jurisdiction over all 
industries, has stated his preference to 
further raise the local-content require- 
ment, which contrasts directly with 
the NESDB scheme. Officials at the 
planning agency now say a study is 
under way to establish whether Thai- 
land can efficiently produce vehicle 
parts, both for domestic assembly and 
for export. "Whether the local-content 
requirement will increase further will 
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depend on our findings,” said a senior 
source. 

Meanwhile, the authorities are ex- 
pected to continue reforming the 
structure of tariff protection for other 
selected industries, though the pace is 
likely to be slow. These include elec- 
tronics (mainly integrated circuits), 
light-engineering products, chemicals 
and plastics. 

The shift in emphasis has come 
about largely because planners 
realised that changing the tariff struc- 
ture alone is not enough. The au- 
thorities are now aiming to employ a 
combination of marketing, investment 
and financing inputs to help all local 
industries attain a more competitive 
footing. 

The high priority now accorded the 
export-orientation thrust is hardly a 
surprise. As agricultural and other 
basic commodities constitute roughly 
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generally depressed Commodity prices. 
Total earnings from merchandise ex- 
ports declined by 7% in 1983. | 
Although exports have picked. up 
considerably this year, the country's 
capacity to earn foreign exchange in TETTE NE 
the cUm and lonrer-tér inre | at J. S. Szuszkiewicz in Vienna Qu, 4 ge | FON 
will increasingly become dependent on ‘hen Unido. IV (the fourth general | need imported raw. 
exports of manufactures and agro-in- | conference of the.United Nations | in our.interest.to.. 
dustrial products. Non-commodity ex- industrial Development Organisation) | growth at all costs.” E 
ports have been assuming arapidlyris- | opened in Vienna's sprawling imperial | selective and to concentra: rt 
ing profile in the recent past. Aside | palace, Hofburg, on. 2 August, there | tries with long-term national ady 
from the eight major traditionalitems | was a general mood of cautious op- | tages, he said. 
(including rice, tapioca; sugar and.tin), | timism among the participants from |. ideology, too, played a vole atl à 
other exports now. account for more | 135 countries. But shortly after the | aned o 
than 40% of the total. Their signifi- | conference closed on 20 August, Indian | the evils of fortis private invest p 
cance is further underlined by the fact | Minister of State for Industry S. B. P. | in developing countries and postulatec 
that while exports of the big eight re-. | Pattabhirama Rao, speaking on behalf | that national development was a mis 
gistered 10.7% growth during the first. | of theso-called Group of 77, represent- | ter for governments, not for privateen 
half of this year, earnings from the. | ing countries of the Third World, said | terprises. US, Ambassador H i 
non-traditional groups Sores a2: "Tus j Te conference had ended “on an un- | Williamson, however, compared. 
gain (REVIEW, 9 mugs: sup happy and unfortunate note because | economies.in | “countrie es with com} 
© *».j one participant [the United States}had | able resources," among them D 
,j: withdrawn at the last. moment from | and South Korea, and concluded 
promotion ‘strategy to. assist Am: |: pem Agreements. com economy. with. a. significant pr 
achieving the goals of the industrial. nk “the ay negative |, sector. clearly bas. done more in 
policy. The new strategy centres on in-.1'voti cha’ e de a final. con- > ds 
viting major buyers from the United.|. ferenc i The Ad. resolutions aua by i 
States, Western Europe and Japan to. » Group of 77 were preceded by 
Bangkok to purchase directly from.j erat sug ; | chapeau, hib. turned out to b 
local suppliers — a major departure | in Mrd sati main reason for the delays 





Third World delegates to a UN conference i are" rustrated ^ 
‘by constraints placed on financial issues ` | 














ficial also expect a new ex port- 











from the former programme of send ps fore e the coi the conference. In its original 
promotional groups. overseas. E hh s lu was unacceptable to the G 
penses incurred. by the foreign buyin ) D: ve im po Yr | countries as it.accused their polic 
missions will be met by the Thai Gov jet mc | | being at the root of the “sombre 
ernment out of a recently created B p dco tions with which the developing co 
300. million (US$13 million) export. iprecedented. imc refe € ito | tries are facad. a T 
development fund. he UN General Assembly b ma ino! . $e n 7 _ 
The- interaction between foreigr igreement could ber oe, 4 E owever, concessions were made 
buyers and local manufacturers is ex- | ^ When Unido IV opened v's An B both sides in thesubsequent n 
pected to generate long-term purchase: issador S. K, Singh irman of the Gau. and the Chinese dele 
contracts which, in turn, could lead to | Group o£ 77, told the REVIEW group | pressed their Western. collea; 
technology transfer, technical inputs iad favourably r ded to à rec their constant and patient effor 
and; eventually, gradual modernisa- |. fr ie Westerl ustrial C mediate. Accusations were r 


tion of Thai industry. "The newly in- | tries (Group B) not to x either for | from the draft. textand the Group 
dustrialised countries of Asia have | new and _ unrealistic. development | even agreed to delete from their 

gone through the same experience; | targets or for additional funds. In re- |. nal draft any reference to an i 

there is no reason why Thailand cannot | turn, the West would be prepared to tional conference on Papen d 

do it," said NESDB secretary-general | discuss | action-oriented projects, | 

Snoh Unakul, a widely respected tech- | though without touching on the finan- . fi 
nocrat who is also top economic aide to | cial aspects, as this was not. within | of heads of ae of eA COUN: 
Prime Minister Prem Tinsulanond. Ae- | Unido's. mandate. ; tries as well.as by the Commonweal 
cording. to Snoh, the Industrial Fi- India's Minister: for Commerce V. | Heads of Governments Meeting... 
nance Corp. of Thailand — the coun- | Pratap Singh then asked: “How. can |  Nevertheless,. Williamson felt: 4i 
try s only development bank — willas- | you have. action-oriented projects | chapeau'sassessment of the world eco 
sist in technical and financing services. | without funds?” It was precisely be- | nomic situation was: too pessimistic 
Arrangements are now under way to | cause of financial demands that Group | and voted against.it, However, he has- 
select foreign buyers to be invited; the | B at Unido III (held in New Delhi in | tened to praise in his closing remark: 
first major missions from the US are | 1980) had not voted for the Delhi De- |. the achievements of Unido. IV. "Phe. 
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undertake as a condition of structural- | and, to this end, reduction of protec- | have to wait and see where the money 
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World Bank. So far, the country has | listof priorities. of the Third World... |. dations adopted would come from. E 
been granted two such loans in early But protectionism is not practised by. , There were indications of voluntary. 
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By Charles Smith in Tokyo 
apan will almost certainly fail to 
reach its target of doubling its Over- 
seas Development Aid (ODA) over a 
ve-year period (1981-85) as a result of 
¿decision made by the Ministry of 
inance, which ruled earher this 
ionth that the aid. budget for fiscal 
1985. (the final. year of the target 
period) can rise by only 11.4%, despite 
a request from the Ministry of Foreign 
ffairs (MFA) for a 21% increase. 

The MFA may yet be able to "fiddle 
the books" by raising more aid funds 
next year from sources other than the 
b dget Lao account (such as the 



























































| Teh is funded from post-office sav- 
a i as seems d to be al- 


re Sto briny aid disbursements 
e five-year period to the level of 
21:4 billion, which would repre- 
yt fulfilment of the target. 


ng bravely about "partial fulfilment,” 
ile getting ready to face some criti- 
m in the Development Aid Commit- 
ee (DAC) of the OECD for what could 
rn out to be a rather disappointing 
erformance. 

though no one in the ministry is 
ppy about the way Japan's ODA 
ramme has fared during the past 


rget will not be entirely Japan's fault 
ny means. A sharp fall in the value 
ie yen. against the US dollar during 
year.of the programme meant 
‘aid: actually shrank in 
oll r terms, even though its yen value 
vas on the increase. 
Um 1983 the yen-stabilised. But a 
eries of deadlocks over the replenish- 
nent of multilateral aid organisations, 
cluding the International Develop- 
ment Association (IDA) of the World 
ank, meant that the value of multilat- 
ral aid fell sharply. 
. By 1983, ODA was at last increasing 
again, with a rise of 24% over the level 
-of 1982, put the increase came too late 
for there to be much chance of putting 
é programme on course so far as the 
985 target was concerned. It also, in- 
ntally, left Japan far short of 
other di n the one E ue the 


i apan 
| i GNP, 





pan seeks to double its ODA outlays over a a five-year 
period but looks certain to miss the target | 


MFA bureaucrats are already talk- 






































rs, failureto attain the doubled. 


's 1983 ODA nsi produe Dr 33% of 
M ede which’ i esa it i in 









1981 programme is not the only prob- 
lem on the minds of aid bureaucrats at 
the MFA. Another set of longer-term 
worries concerns the “quality” of Ja- 
panese aid and the rather unfavoura- 
ble way in which this compares with 
aid disbursed by the major European 
donor countries. 

Since the mid-1970s Japan has used 
government-funded yen loans as the 
main engine of its drive to step up ODA 
disbursements. In these circum- 


stances, grant aid has tended to get left 
behind, with the result that the ratio of 
grants to total ODA disbursements 


WHERE THE AID GOES E 


(1983 — US$ million) 


China 
Thailand 
Indonesia | 
. Philippines f 
India E 
Burma E. 
| Bangladesh z 
Malaysia | 


now looks distinctly low when com- 
pared with the performance of other 
DAC members. TP 


apan ranked 16th out of 17 in the 

DAC's "grant element" league table 
in 1983, with only Austria — an insig- 
nificantly small donor — trailing be- 
hind. Grant element has become an in- 
creasingly important consideration in 
the assessment of any nation's foreign 
aid programme, given the difficulties 
many developing countries now face in 
servicing loans. 

Apart from the grant-element prob- 
lem, Japan faces another dilemma 
closer to home as a result of its stress on 
EONEFRIBOHE-DACKEG "m enome pro- 


DISBURSEMENTS 


(US$ billion) 


1981 
:1982 
.. 1983 
E 1981- 83 total 
a 1-85 target 













REVIEW DIAGRAM by Frank Tam. 


| but ho dd t 


J: apan- Pauly around: 59 
rates at which aid recipie 
borrow. 

-The OECF finished the 198 
year with a ¥20 billion (US$82 
lion) deficit (which it had to fin 
further borrowing) as result of 1 
and is believed to have chal 
another loss of around the sami 
1983. OECF deficits cannot be: 
to mount indefinitely, MFA' c 


agree, but the alternative of: 


the organisation viable by shar 
ping the rates at which Japar 
yen loans to developing coun 
one which the ministry finds evs 
unpalatable. 
The problems overshadowi 
loans could mean that Japan m 
to change the 
ture of its a 
gramme over t 
few years — 
ly. putting mc 
phasis on mult 
aid (which is fi 
directly throu, 
scriptions. to i 
tional lending 
tions by the I 
Japan and whi 
matically qua. 
“grant aid”). 
To do this, h 
would involv 
difficulties «a 
lemmas, accor 
the MFA. Or 
would be thal 
lateral. aid c 
would be an 
cient route ! 


which to give aid to Southeast Z 


region: which currently recei 
largest portion of Japan’s ol 
bursements. 

Aid-disbursement channels k 
Japan and Southeast Asia ha 
perfected over the years, with 
sult that projects are evaluate 
quickly and cheaply than if th« 
had to pass through the World: 
the IDA. The diversion of Japa 
to the region intomultilateralc 
would also result in a lessenin 
political and diplomatic 1 
Japan obtains by virtue of its 1 
major bilateral aid donor. 

MFA bureaucrats say they | 
final answers to the longer-teri 
lems facing Japan's'aid proj 
come Ap. with s some 





Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but af- 
fect the entire world. Asia 1984 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who:ha 
Asia. Decide for yourself wheth: 
medium puts the economic, social 
of Asia at your fingertips as does the 







w in its 25th Edition 





The Asia 1984 Yearbook, celebrating ite’ 25th à anniver- SUE ae 
sary, is bigger and more comprehensive than ever be- — 
fore. Matching the rapid pace of Asian development, we 


have gone into greater detail, with deeper insight, to pro 


duce a book that anyone who has any dealings with "Asia. | » o 


should have on the bookshelf. 


s Features 


The Asia 1984 Yearbook includes two new chapters in gue 





the Special Section, namely Commodity. Futures. 
-Asian activities at the United Nations. You will find fami- 


liar chapters and features as well: a Regional Round-up, 


The Power Game, Population & Food, Development 


Banks, Asian Finance, Asian Investment, Energy, Com- - 


modities, Aviation, Shipping, Trade & Aid, West Asia, 
South Pacific and Asian Organisations. | 
The main body of the book contains chapters on 31 


countries. Each is divided into 3 sections ~= Political/ = 
Social Affairs, Foreign Relations, Economy/Infrastruc- - ~ 


ture — ranging from Afghanistan through China, to 


Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via. 


India, indonesia, Singapore and Malaysia. 
As in the past, the Yearbook has an abundance of 


charts, tables and graphics to illustrate the material, in- 


cluding a full military profile of every country. 










Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of is 
Politics and Social Affairs, Foreign Relations, Econor 
ES d 4 Infrastructure. = Yearbook « gives. you k locali 
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dealings with ^ ^ - How We Did It 


ther inge  .: Published by the Far Eastern Economic Hevi 
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experts. di 
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e el ey d th 
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ly James Clad i in Kua i aL 
resignation of the generat man- 
ger of the Development and Com- 
iercial'Bank (D & C); Sen. Alexander 
. Lee, has caused a stir in Kuala 
umpur bariking circles and has high- 
hted the way in which personal dis- 
reement among top. figures. of the 
Malaysian establishment affects the 
onduct of Malaysian big business. 
Son of the country’s first finance 
ister Tun Sir Henry H. S. Lee, Sen. 
e recently applied to the Capital 
sues Committee to inject his 
amily's stake in D & C into publicly 
oted Roxy Electric. But persistent 
mours among banking circles in 
iala Lumpur attributed this move as 
to his deteriorating relationship 
i Bank Negara (central bank) gov- 
r Tan Sri Aziz Taha (REVIEW, 19 
) as to his business strategies. 
se opposed to Lee's continuing 
agement say the Roxy move is a 
entle way out, while some in the Lee 
p have described Taha as "en- 
eering" Lee's departure. Restrained 
lanking Act confidentiality provi- 
ms- from responding to these and 
ner opinions, the governor has re- 
uned silent. 
At D & C's annual meeting on 9 Au- 
, the chair rebutted suggestions 
m the floor that Lee was stepping 












































































wing day asserting the contrary, 
reversed his position to announce 
rement effective on 1 September. In 
atement, he said the move had been 
ined for a long time — a view not 
eld, however, by sources who told the 
EVIEW that the Lees' asset-injection 
to Roxy was conceived only earlier 
lis year. 


ure was "arranged" under a com- 
omise solution with the governor, re- 
ible sources told the Review that 
under the terms of a written arrange- 
ment privy to the D & C board, the an- 
nual meeting was to have heard Lee 
announce his resignation, For reasons 
known, Lee chose not to adhere to 
he arrangement, these sources said. 

though Lee will continue as a di- 
ctorand a member of the bank's exe- 
ive committee, the local and inter- 
ional press focused on Bank Negara 
sgivings about the standard of his 


oard on 5 March. There is now specu- 
tion of cat the lee is clear for pa 






| more than 99?5-and a collection of 


, but after anewspaper article the | 


Despite Lee's denial that his depar- | 

























The Lee family is reckoned to hold a 
little more than 33.2%) (though the 
exact percentage remains uncertain); 
businessman Syed Kechik 32.8%; the 
bumiputra equity corporation, Per- 
modalan. Nasional Bhd (PNB) slightly 


bumiputra foundations another 5%. 
The remaining equity is held by the 
public. 

In the letter to D & C’s 12-man 
board, the governor criticised Lee’s 
management, alleging improper re- | 
ceipt of dividends, imprudent loans to 
interests connected to Penang busi- 
nessman Datuk K. K. Sharma (one 
company; MPC Holdings, has not re- 
paid D & C loans of about M$44 million 
[US$18.92 million] plus accumulated 
liabilities), and conflicts of interest in 
which Lee family interests benefited 
from D & C loans to several companies. 
And all this, Taha charged, added up 
toa “very unsatisfactory state HON af- 

fais." is 


L ee reportedly sought to rebut these 
allegations by circulating within the 
bank a strongly worded statement. Init, 

Lee said the loans to Sharma's com- 


said with the board's approval he had 
pad purcuased rights to uncol- | 





| INVESTMENT - 





not. det yel: to suggest that the gov- 
ernment has aimed for some timetore- 
move its interest from D & C, and those 
sympathetic to the retiring general 
manager also discern manoeuvring for 
greater control by the bank’s second- 
largest shareholder. Control of D & C 
would-be a major prize: the bank's 
1983.annual report showed pre-tax 


| profits for the group — which includes 


fináhce- and merchant-banking en- 
tities rising to M$45.2 million, an in- 


erease. of 41% on a deposit base of 


M$2.5 billion (M$1.9 billion in 1982). 

Pre«tax profits of the bank itself 

climbed by 26% to M$28.5 million. 
According to some in the Lee camp, 


. Syed Kechik's initial refusal to sup- 


porta year's extension of Tun Sir 
Henry's titular chairmanship of the 
bank. can be taken as support for the 
exclusion of the Lee presence at the 
bank. Syed Kechik has not been avail- 
able for comment. | 

- But if this is indeed Syed Kechik's 
plan, it may have been frustrated by a 
decision taken at the highest level. 
From several involved parties the 
REVIEW has learned that the govern- 
ment is determined that D & C's exist- 
ing pattern of control should not 
change — at least for the time being. If 
true, opportunities for other share- 
holders to increase their stake will be 
limited: at present, though the exact 


Tig htening | ie Screws 


A government report recommends broad measures to control trading 
on the scandal-ridden Kuala Lumpur Commodity Exchange — 


| panies had D & C board approval. He 

long-awaited report by a govern- 
ment-appointed task force of eight 
commodity-futures trading specialists 
has been well received in Kuala Lum- 
pur where an experiment in trading fu- 
ture deliveries of Malaysia's main 
commodities, especially crude palm 
| oil, has run into serious problems. 

The market remains crippled by sen- 
timent-sapping defaults in. February 
and March that disrupted nearly 6,000 
contracts, a fiasco that a confidential 
report in June by: the commodities 
trading commissioner attributed to an 

abortive attempt by a fast-food 
franchise holder, Loo Cheng Ghee, to 
corner the speculative palm-oil market 
in February and March. | 
< As forecast ous 12. July), L 


and stop e: 





paralysis gripping the futures-trading 
structure when. the defaults loomed: 
apart from the Kuala Lumpur Com- 
modity Exchange and the Kuala Lum- 
pur Commodities Clearing. House 
(KLCCH), a commodities-trading coun- 
cil, the commodities trading commis- 
sioner and; not least, Minister of 
Primary Industries Datuk Paul Leong 
all have an interest in the. trade. Im- 
plicitly, the task force concludes that 
responsibility was either evaded or ill- 
defined. nd 

The | PEA recommendations 
also reveal a strong preoccupation 
with control: a chief executive with 
wide powers to. nvestigate. infractions 
iun sive. Lu cu is one - 















si ictly a ‘Chinese bank. " 
^A top-level decision to freeze all par- 
ties' stakes in D & C would have all the 
more significance because the number 
of major commercial banks owned by 
Malaysian Chinese has been steadily 
dwindling over the past decade: after 
D & C, these now include only Hock 
Hwa Bank and Malaysian-French 
Bank. In the case of the latter institu- 
tion, the majority interest was recently 
acquired by Multi-Purpose Holdings 
(MPH) after hurried negotiations with 
Daim Zainuddin just before he became 
finance minister. In exchange for 
MPH 's interest of slightly more than 
41.5% in United Malayan Banking 
. Corp., Malaysia’s third-largest »com+ 
mercial bank, Diam exchanged his con- 
trolling interest in Malaysian-French 
Bank plus cash of about M$130 million: | 
"he asset-injection of the: “beef 
-E D & C stake into Roxy is designed, 
| among other things, to concentrate thé 
family's D & C interests in alisted veh- | 
icle with financial, property and man- 
ufacturing interests — a vehicle, more- 
over. in which Sen. Lee's longtime fi- 
nancial associate, Daim, will hold a 
significant minority interest. c 
"The top-level intervention in- the 
D. & C's wrangle is merely the latest rev-- 
elation of differences of opinion be- 
tween Taha and some in the country's - 
bumiputra elite including, sources say; 
such figures as Bank Bumiputra chair- 
man Mat Nawawi and Promet's chair- 
man, Tan Sri Ibrahim Mohamad. The 
tussle over D & C also brought Taha 
and former Bank Negara chairman 








(raised to M$500.c 000 US$215, 5,053] in 
paid-up capital) as well as net tangible. 
assets of M$500,000 for floor meme. 
bers. 
» Stiffer deposit prepayments by 
traders to guard against defaults. 





» Introduction of penalties (a spec- | 


trum of sanctions from fines to expul- 
sion). 

» Appointment to the exchange’s 12- 
man board of management members 
able to take a disinterested view. 
(Some board members had positions 
affected by the February and March 
defaults.) 

» The setting up of a "business con- 
duct committee" (REVIEW, 16 Aug) 
that can be quickly convened to inves- 
tigate trading irregularities. 

» Hiring of commodity-trading spe- 
cialists with solid international ex- 
perience to advise the So during 
the next few years. 

. No matter how beneficial these re- 
‘commendations may be; few commod- 

. ity brokers believe tougher regulation | 
= by itself xod e Da the bad 










| Carrian group, 





; ies spill 
over into policy issues: some within the ` 
banking community allege the gover- 
nor recently withdrew under pressure 
a Bank Negara p8élicy restricting com- 
mercial-bank lending to bumiputra 
entrepreneurs for the pu pose of share 


j acquisitions. . 


But observers with no personal in- 


' terest in D & or other banks differing | 


with the governor point to legitimate 
fears in Bank Negara's management 
over allowing the country's banking- 
system control mechanisms to become 

"politicised." The bank's supervisory 
role, several economists: maintained, 


| must stay out of politics and out of the 
limelight: if bankers dissatisfied with — 
. Bank Negara's 
| can appeal to higher authorities, - 
impartial management of : 
| based on normal standar 
“and ethical accountability 


s supervision find they 








so the argument goes. And i 
haunted by Bank Bumiputra’s gigantic 
exposure to the bankrupt Hongkong 
these observations 
carry extra weight. E 


Nor, it appears, may Taha be the | 


anly figure unhappy with Lee's man- 
agement: the REVIEW. has learned that 
the Tokyo directors of Nomura Securi- 



























































ties — which holds 30% of D. & C; | 


Nomura — have written to D & C 


(which holds 51% of the meérchant- | 


bank subsidiary) advising that Nomu- 
rà intends to divest its interest, a step | 
that will coincide: with Nomura's es- 
tablishing a representative office in 
Kuala Lumpur once Bank Negara ap- 
provali is received. n 





(claiming the KLCCH has Mn 
deposit monies) and even defa- 





in the d dm ( including the conimodity | 


exchange's board and its companion 
organisation, the clearing house) are 
still before the courts. 





There is scant interest among inter- 


national traders to venture into Kuala. 


Lumpur at present, and the collapse of 
confidence. has brought trading vol- 
umes down from peaks of 2,000 or 
more lots a day early in the year, to as. 
little as 10 lots a day in recent moriths. 

Perhaps the most unusual sugges- 
tion from the task force is "provision of 
an.immediate full guarantee by the 
KLCCH for all contracts traded on the 
floor" — a recommendation thàt seems 
to suggest unqualified guarantee of 


contractual performance by the 
clearing house — even to brokers 
clients. 


Another indication of government 
firmness is an announced requirement 
that a roval by t ied pama indus- 
tries ster. wi ed | 










| ory. The bank tower, 


to redevelop its headquarters, it? 











By Emily Lau in Hongkong 
he Bank of China (BoC)is tos 
HK$ billion (US$128 million 

70-storey Hongkong beady 

The: silvery’ skyscraper, sheall 

aluminium and -heat-reflective 

will be the tallest payne int 








of four triangular glas 
shafts emerging ded ke 









‘Unveiling m i on d 8 pues | 
said he hoped to complete the pr 
within budget by late 1987 or 
1988. Tenders for the constru 
the foundation substructure, x 
i ane to ats nine to 12 me 




















ad cae aiding | fh n 
Hongkong and Shangha 
Corp. headquarters across! 
fraction.of the cost. The- 
Bank will have only 51 stor 
above ground and four below. 

In the Hongkong Bank's 1983 























E the final cost of the R 
of the new building, together withs 
cial costs related to a ope 
tions, would be slightly less than HE 
billion, excluding professional fee 
Some financial analysts think the fi 
cost may be as high as HK$7-8 billig 
Three-and-a-half years ago, wher 
Hongkong Bank first announced pk 

































the cost of the building at o 
HK$1.38 billion. 

Architects working with Pei are c 
fident that the BoC building will 
completed within budget because 
design is simpler and it does not e 
tain as many unusual but expet 
ue as the dies und. Bank (: 

nit 






























A moving account of a proud nation’s struggle 
and a penetrating study of Soviet intentions 



























Only | 
US$9.95/ | 
HK$79.00 





. Don't miss this best | 23 
- possible account of the latest colonial | 
rape of a nation and the implications 
for the rest of the world! 





| e 16 pages B W photographs 





| e 205 pages 
.. On Christmas Eve, 1979, the Soviet Union unseen enemy adept at hit-and-run tactics in 
-launched a massive air and land assault on equally hostile terrain. 
- Afghanistan's capital, Kabul. A KGB “hit Author John Fullerton spent two-and-a-half 
|. squad" gunned down the country's communist — years based in Peshawar covering the growing 
. leader Hafizullah Amin and his immediate resistance movement for the Far Eastern 
family. Babrak Karmal's regime was installed Economic Review and The Daily Telegraph. 
-. on December 27th. The invasion left Western He witnessed at first hand br encounters 
"Observers wondering not only why, but also with Soviet troops and gunships as he 
— whether, this latest major turnin ^ — accompanied guerillas several times into 
. Afghanistan's bloody history spelled the Afghanistan. 
beginning of Moscow's “Vietnam.” De 
Pitched against the Soviets are the aa oa a € 1 


* "ideological warriors fighting in the name of 


To: Publications Division, 
jehad, or religious struggle. Based in Peshawar 


Far Eastern E conomic Review, 


| in neighbouring Pakistan and scattered in | d P. O: Box 160, 
ud ong Kong 
. .guerilla units throughout the country, they are 
. tough if ill-equipped adversaries who have Yes! Please send | copies of The Soviet Oécupé- 


tion of Afghanistan for which T enclose US$9,95/ 
HK%$79.00 each (surface postage inclusive). For air- 
mail delivery please add US$2.00/HK$16.00, — 


- drawn the Soviets into a confrontation they 
never intended. The Russians moved into | 
Afghanistan militarily to shore up the unsteady 










. and besieged regime it had installed, not Name j cibus PA y de Bua ie fen d 
‘became: embroiled m ata cost said to be USS2 ^ M^. eee a A cd ee qx 


i ite 





enables the new building to use 60% 
less steel than a conventional building 
of the same height. - 

The design of the building is based 
on the bamboo plant. Its sectioned 
trunk, propelled. higher by each new 
growth, is intended to symbolise 
China's modernisation drive. The new 


building will have a total office | 


area of more than 100,000 m? of which 
a quarter. will be occupied by the BoC 


and the rest let to outsiders. The pre- - 


sent headquarters will not be rede- 
veloped and will be retained as a 
branch. 

The announcement of the building 
. plans came in the wake of speculation, 


that the BoC was reconsidering its op-* ! 


tions or might even abandon the whole 


` project. There were rumours that since | | 
Central, the commercial and financial | 
district of Hongkong, was suffering | 
. from a serious oversupply of office | 


“space, the BoC might exacerbate the 
situation by adding a further 75,000 m? 
onto the market. 


The 6,700 m? site was sold to the BoC | 
by the Hongkong Government in 1982. 


at the height of the property boom at a 

“friendship price” of HK$1 billion, to 

. be paid in 13 instalments at a fixed in- 

. terest rate of 6%. The first instalment 
will be paid in January 1985. 

. Pei, whose father was the first man- 


COMPANY RESULIS. 


BSR strides ahead 


BSR International, the once-ailing 
British electronics group turned 
around into profit by former Hong- 
kong taipan Bill Wyllie, achieved an 
81% improvement in attributable in- 
terim earnings, to £7.6 million 
(US$10.07 million). And the com- 
pany, which has substantial opera- 
tions in Hongkong, is forecasting that 
attributable earnings for the full year 
to 31 Dec. will *comfortably exceed" 
the £17.3 million recorded in 1983. 
Sales for the six months to 30 June 
rose 25.8% to £152.3 million and pre- 
tax profit by 41.9% to £8.8 million. 
Extraordinary charges of £2.3 mil- 
lion were written off against earn- 
ings, reducing "attributable profit" to 
£5.3 million — a 32.5% improvement 
on the corresponding period of 1983. 
The extraordinary charges arose 
out of closure of operations in 
Canada and the United States. How- 
ever, after property disposals, the net 
.| impact of these closures is expected 
^|. to be “positive.” BSR is increasing its 
interim dividend payment by 10% to 
0.55p gross. BSR says demand for its 
: h- F electronics products 








-ager of the BoC in Hongkong, said in 
the past the territory was not the kind 
of place for good architecture because 
land prices were so high. “After paving 
-for the land, the developer was left 
with very little money for design," he 
said. “But I hope that is a thing of the 
past." In drawing up the design for the 
bank, he said, there were no precondi- 
tions, except the practical problems of 
land, space and budget. 
T „Announcing the project, the bank's 
| deputy general manager, Chen Hung, 


subsidiaries — continues to grow and 
that a considerable expansion of 
manufacturing facilities, “particu- 
larly throughout the Far East,” is 
continuing. ~~ ANTHONY ROWLEY 





Textiles and construction sub- 
sidiaries brought on trading losses of 
$$105,000 (US$49,296) for Intraco 
singapore's state-backed trading 
company, during the six months 
ended 30 June. But these were more 
than offset by a 37% rise in trading 
profits, tomake an overall 10% rise in 
pre-tax earnings to S$3.8 million. 
Turnover — largely boosted by bulk 
trading in edible oils and petroleum 
products — rose 35% to S$153 mil- 
lion. Directors expected the second- 
half performance to be "similar." 

— LINCOLN KAYE 


# . 

Farmers' leap 

Publicly listed Thai Farmers Bank — 
Thailand's third largest commercial 
bank — posted a Baht 375.6 million 
(US$16.3 million) after-tax profit for 
the half-year ended 30 June, or more 
than double that of the correspond- 
ing i di in 11293. | Rowewers | to 

: 1B -billioi 
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| The BoC bulking cwarts he Hongkong Bank — — but not in cost. 
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said- with Chiha's 
tions, the opening of 1 
and more liberal policie 
special economie zones, Hon 
destined to become the base 

tries which wish to juil in 










































bol of China’ s confidence. in 
of the territory, Chen said. Li 
kong, the Bank of China wi 
died pee the 


increase early this year, net prs iper 
share only rose marg ginally f from Baht. 
19.48 to Baht 20. 49 over the same 
period. Total lending (net of bad and 
doubtful debts) at the end of June 
e Baht 67.3 billion, up a hefty 
41% from a year earlier. Me anw hile 
deposits rose 28% over the same 

period to Baht 69.1 billion. 
— PAISAL SRICHARATCHANYA 


Amcol moves up 
Singapores Amcol Electric. Indus- 
tries' subsidiaries Sankei and Unim- 
agnetic jointly contributed 58347 
million (US32.2 million) in earnings 
to the group in the first half of this 
year. This is well ahead of schedule 
for the S$6 million in full- -year ear 
ings promised for the two sub- 
sidiaries by managing director Kang 
ud. Wah wW vhen he included his as 
in 
1983. Sane: and ‘Unimagnetic. 
counted for 98% of the gr aul ps 5515 [ 
million turnover. Amcol's 
light- -fixture business pu edd lo "SS 
by 61% to $$120,000, but these gains 
were offset by a $$116,000 fall in in- 
vestment income to 5$62,000 and à 
magna risein interest SEE No 
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i 0: Share prices registered their higħest 
vel since mid-May, but trading was extremely 
thin in tlie current holiday season. Pharmaceuti- 
cals continued tò attract buying interest as did 


ported to be re-entering the market on a selective 
basis. Some electricals and machine tools gained 
on news of increasing plant investment. The Nik- 
kei-Dow Jones Average closed at 10,533.35, up 
about 150 points on the period. 








SEOUL: Tt was ‘a’ Slow period, with average 
daily volume dropping by 3.41 million shares to 
13.23 million “The composite index eased 0.63 of 
a point to 134.5. "The market's:currently sluggish 
hood was.not improvedeby an announcement 
om the Bank of Korea indicating a slight 
osening of monetary controls. Recent postings 
-poor mid-term results had a marked effect, 
| the indices of pharmacéuticals and food is- 
falli 4.86 and 4.54 points respectively. 
pëd by good results, -paper manufactures put 
1. 7 points. 


ZEALAND: Bali's in. die coved the mar- 
et reached a new low for the year and then ral- 
1. to recover losses of.the previous period. A 
r phasing out export-performance tax in- 
ives over a three-year period turned out to be 
radual than investors had expected. When 





























olid: ion on | Wall Streete encour a mar ka 
1e ahead of an an ul Meas announced 








ful. t | 
ie operi Basin oil'and gas fields. The oil and 
Jas sector held attention most of the period and 






ug, gaining. 24.5 point$ to close at 633.6. The 
Australian All- Ordinaries Index added 1.1 
' joints to close àt 735.5. 
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“market: declined, with the weighted index slip- 





early 10 points ‘onthe period. Average turnover 
ached NT$557 rhillion (US$13.92 million), 
down almost 30% fróm"the previous period. 
ppalysts attributed’ the slump to the need for a 

Y d Pu of par ket correction, coupled with 
















mi Citizens. returned. d the 
E ! spark a rally on rumour. ofa an pil 
. find. Improved. .second-quartei | 









Ew n. imore ihan 4% r rise. Most other markets; 
Wall Street. Hongkong led the losers. 


speculatives and blue chips. Foreigners were re- ` 


wrens a maior Sun devaluation, this 4 
















| depressed sentiment generally: a 


KUALA LUMPUR: Atte 






corded the. biggest rise over the period to 20° 


: TAIPEI: After initial price stabilisation, “the. 


| ping below the.900 level to close at 895.70, down | 





more aa bye a P2 loss at PLDT. a i é 





string. of .companies also helped sentiment: The 
government takeover of Asia Trust Bank had lit- 
tle impact. on the market. An affiliate, Jalap- 
rathan. Cement, found no takers. The Book Club 
Index put on 1.32 points on the E to close at 
120.6. ` | cr i 


HONGKONG: Share prices drifted e in the 


period (except for a brief bout of buying) on 
sharply reduced turnover, The Hang Seng Index 
lost nearly 30 points to close the period at 896.90. 
Average daily turnover was a low HK$96.27 mil- 
lion (US$12.34 million). Disappointment over 
the absence of a widely expected cut in the local 
prime rate and discouraging corporate results 
affected sentiment. The weekend unveiling of 
impressive design plans for a new Bank of China 
building failed to lift market sentiment while 
bad weather on the last day kept many punters 
away. 


SINGAPORE: The market tried to put the 


brakes on its recent skid, but still registered its 
third-worst period for the year (rivalled only by 
the previous period's disaster and that of mid- 


May). Fraser's Industrial Index lost 135.13 


points, punching through the 5,000-point 
threshold to close at 4,979.81. volume: shrank toa 
daily average of 14.6 million.shares-(against 21.5 
million previously). Nearly half.ef,that turnover 
was in United Industrial Cc 1 where profit-tak- 
ers ran the share price down as the.takeover bid 
for Hongkong's Tai Sang Land looked doomed. 





Pan-Electric, the volume leader for the past _ 





month- and-a-half, was hit by exchange restric- 
tions on settlement traditi in its shares, which 











Week rally be- 
ginning at the end of July, profit-taking resulted 
in moderate losses for nearly all counters, with 
trading volume down to 44.7 million units ( a 
31% drop from the previous period) valued at 


M$119.5 million (US$51.4 million). Investors: 


paid most attention to speculative counters — 


‘Sri Hartamas and Emtex alone accounted for a 


quarter of all trade. Analysts agreed the market 


was now awaiting further leads from Wall Street 


while ignoring almost entirely local develop- 


ments such as the pre-budget dialogue or in- 
creased official anxiety about the country's in-- 


visibles account deficit. 


MANILA: An oversold market managed a tech- 
nical rally, but trading continued to be thin. Only 
168.97 million shares worth P7.97 million 
(US$437,300) changed hands. The rally lifted 


Lepanto and Philex above their lows, and Atlas -f 
10 centavos higher than the preceding week's f 
closing level. But with Benguet down P5, the . 

mining index declined 3.36 to 930.73 points. The | 
commercial-industrial ‘index was off 4.5 at. 


111.46 points as a P1 gain by San Miguel. 


min Asian markets in the periodi to 20 
however, continued to slide į in line 
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Aust. All-Ordinaries Inde 
14 Aug. i 
15 Aug. y 
16 Aug. i 
17 Aug. i 
20 Aug. : 
Change on week +0. 
20Aug. "echange 
A$ on week 
Amatil 3.77 +36 
Ampol Exploration 298 +28 
Ampo Petroleum 1.79 +29 
ANZ Bank 491 £17 
Australian Cons. ind 1.90 -*6 i 
Australian Guarantee 288 iy a 
APM 2.32 -7 
Boral 3.60 42.3 
Bougamnvilie 1.73 -47 
Brambies ind. 408 37 
BHP l 10.58 -23 
Burns: Prip 3.47 +t 2 
CU. 335. +78 
Carton United Brewery = = 
Cols -— 3.92 +13 
Comaico 53 OB 
CSR 334 -0.3 
"Dunlop Australia. 378 232 
EZ industries 6.23 22 
Elder Smith GM 3.98 -39 
Hardie J. 3.28 -24 
Herald & Weekly Times — 373 “13 
ICI Australia 214 -05 | 
Lend Mri i $57 +45 
MIM Holdings i. 906 482 
Myer Emponum 189 +44” 

. North Broken Hill 228.. £3. 
Peko Wallsend 482 $10 
Pioneer Concrete 1.54 “to 
Smithy i 37h +03 
Thomas Nationwide Trans 1.86 ER 
Western Mining. 3:53 -17/7 
Westpac 3.83 *05 
Woodside 123 *34 
Wootworths 2.52 -49 

Hang Seng index 
14 Aug. X 
15 Aug. 91 
16 Aug. «c 
17 Aug. e 
20 Aug. 8t 
Change on week -3. 
20Aug. change 
i HK$ on week 
Associated hoteis 025 om 
Attias ind 3.60 : 100 
BankofE A Ex Div 20.20 -3.3 
Cheung Kong 7.85 ~6.8 
China Light Ex Div 12.50 -0.8 
Gotic 6.3 +8.6 
Evérgo 2.10 -4$ 
FE. Consortium 0.33 -5.7 
FE. Hotels 0.58 edis 
First Pac Holds ?825 r46 
Grand Marine Suspended M 
+ 14.3 
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228 . +36 48 
4, tü +5? 2 
2.85 86 
1.45 +96 
249 +34 
282 +78 
. 205 +25 
NZ Forest Products 306. 420 ^7 4 
NZ Of andGas — 0.35 _— E 
NZI pre P ae) +64 57 
NZSteet 0 2.30 +45 78 
UEB industries 155 +43 6.0 
Waitaki NZR |. 7 775 7 148 +84 72 
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Nikkei-Dow Jones Average 





























14 Aug. 10,360.92 
15 Aug. 10.44 1.50 
Aug. «102418. 28 
17 Aug. 10,449.48 
16 Aug. 10,485.32 
20 Aug. 10,533.35 
Change on week * 1.3896 
20Aug. “change Pie 
E. Yon — onwesk ratio 
Ajnomóto i240 +3.34 48.9 
Bridgestone Tire S81 -48 20.3 
©. itoh 285 24 72 6 
Caipis 560 04 579 
"Canon 1280 -t5 35.1 
Citizen Watch 855 +39 — 222 
y Dai Nippon Printing 969 221 268 
, Daiwa House 523 -06 7282 
Ehara Mig. 336 $7. 272 
. FujiPhoto Pim 1770 ^33 130 
Fujttu 1310 36 370 
Heiwa Real Estate $56 “48 65.7 
Hitachi 849 18 28.3 
Honda Motor 1380 2t $6 1 
1.44.4 149 +07 18.6 
JEOL 765 0.5 38.4 
Kaima Const 285 sti 126 
Kaneka 492 «34 548 
Kao Soap 770 206 30.6 
Kashiyama 608 +03 19.9 
`; Kirin Brewery 554 107 24 6 
Komatsu 170 23 518 
m ii Gur 445 .20 105 
< Matsushita Elec. ind. 1700 -— 2? 3 
*' Matsushita Elec, Wks 680 “te 232 
Mitsubishi Estate 479 +0.6 26.8 . 
Mitsubishi H. 1. 237 0.9 22 2 
Mami & Co. 335 +18 827 
Mitsui Real Estate 6655 .  *23 34.1 
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In Hong 


Kong over 50 banks count 








on I I Business Computer Systems everyday. 


As an integral part of the 
innovative CHATS (Clearing 
House Automated Transfer 
System) programme, TI Business 
Computer Systems enable 
bankers to make instant transfers 
of funds. Thus eliminating the 
need for time-consuming cashier 
orders or the actual transfer of 
physical cash. While exploiting 
all the advantages of same-day 
transactions. 

In an on-line funds 
transfer system, system reliability 
is a major concern. One of the 
key reasons Texas Instruments 


computers were selected for use in 


CHATS was reliability. By using 
TI Business Computers System 
downtime is almost non-existent. 


The TI 300/600 Business 
Computer Systems also offer a 
variety of configurations to fit 
the individual needs of each 
bank and can be expanded or 
upgraded as those needs grow. 

Price performance, 
reliability and flexibility. Small 


TI 300/600 Business Computer Systems 


* Korea TI Supply Co, 1 


$ 


Authorized Distributors: Australia NBS National Business Systems, Tel: 543 2144 © Indonesia P.T. Inti Astakona Elektronika, | 
Tel: 03-532 117 * Philippines Universal Computer Services, Tel: 864 175 * Singapore Tet Wai Computer Services (Pte) Ltd, T. 
Tel: 02-773 1302 © Thailand Computer Technology Co. Ltd., Tel : 
TI offices: Australia TI Australia Ltd, Tel: (22-887 1122 © Hongkong TI Asia Ltd, Tel: (30-722 1223 
Singapore TI Asia Ltd, Tel: 747 2255 © Taiwan TI Supply Co., 1 7139311 
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LETTER FROM DHAKA 





s Bangladeshi President H. M. 
Ershad's party strides back to the 
helicopter through the lines of people 
on each side of the dirt road, a 
wizened old man dodders towards 
them. 

"Where are you going?" asks the 
president. The old man replies that he 
is going to see Ershad. 

The president asks who is Ershad. 
"He's the king," explains the old 
man. 

The exchange draws a rare smile 
and a Taka 100 (US$3.65) note from 
Ershad, and the incident is rounded 
off by a good-natured ripple of 
applause. The only other presidential 
smile in a day of "surprise visits 
which drew large spontaneous 
crowds voicing deep-throated slo- 
gans," in the words adopted by the 
official reports of such proceedings, 
was provoked by another exchange. 

“What do you do?” inquired Er- 
shad of a villager 
who had given a 


graphic descrip- 
tion of flood dam- 
age. 


“I’m a political 
leader,” explained 
the man. 

Ershad: “Which 
party?” 

The villager: 
“Yours.” 

Ershad is on the 
campaign trail, 
though officially 
he was visiting 
flood-affected 
areas to inspect 
the damage and 
to oversee relief 
measures. The trip 
started when a 
safari-suited Er- 
shad unostentati- 
ously joined the 
waiting helicopter party at Dhaka's 
military airport. After take-off he 
scanned the newspapers. His press 
assistant passed him a copy of the 
New Nation, having underlined a 
front-page report in which a former 
finance minister attacked the budget 
as being “dedicated to the well-being 
of the fortunate few.” 

Later, when asked by this writer 
whether he was angered or hurt by 
critical press comment, he dismissed 
the suggestion: “It doesn’t matter to 
me. The people I am working for don't 
read newspapers; they are read by 
0.01% of the population." That posi- 
tion is belied by the detailed personal 
interest Ershad often takes in the 
presentation of news of his activi- 
ties. 

There were three stops on the six- 
hour tour, and at each a large crowd 


was waiting. Apart from small 
groups of slogan-chanting youths, 
the crowds were réserv ed, listening 
attentively to Ershad's worthy but 
uninspiring speeches and breaking 
into applause when he announced 
emergency relief measures. But there 
seemed to be a genuine pleasure at 
the way the president walked into the 
crowd to talk to people or invite an il- 
literate farmer on to the platform to 
describe in his own words the situa- 
tion in his village. 

It may be true, as a local journalist 
commented, that “the people have 
come to see the helicopter, not the pre- 
sident," but it is also true that thev 
appreciate the fact that a head of 
state had taken the trouble to come to 
see them. And the visits offered a 
unique opportunity to local politi- 
cians, both to gain credibility by as- 
sociation with the president, and to 
speak to an unusually large audience. 





Ershad on ride-about in the floods: 'our people like theatre. ' 


At the first stop, in Pabna district, the 
local leader introducing Ershad had 
to be almost prised away from the 
microphone by presidential aides. He 
then tried to stand beside Ershad 
during the president's speech, and 
had to be gently but firmly nudged to 
the rear of the dais. 


t the second stop Ershad talked to 
the upazilla (sub-district) officials, 
giving a brief admonition on the im- 
portance of family planning: "In your 
lifetime the country is not going to 
exist," if population growth con- 
tinues unchecked, he warned. The of- 
ficer responsible for family planning 
was asked to stand, and was told “you 
are the most important person in the 
country." 
It is not a popular message, but Er- 
shad harps about it. The World Bank 






and United Nations representatives 
in Dhaka would be pleased to hear it, 
for they have been applying strong 
pressure on the government to in- 
crease the effectiveness of its birth 
control programme. Ershad also ad- 
vised officials on the importance of 
increasing food production and re- 
ducing dependence on foreign 
sources of grain: "This must betold to 
the workers." And taking every op- 
portunity to plug the line that he is a 
national figure operating above the 
rough and tumble of Bengali politics, 
he looked intently at the assembled 
officials and said: "I am not bringing 
a political talk. This is the truth." 

But between the welcomes, the 
platform speeches, the briefings, the 
impromptu walkabouts, there was 
little time to get 
beyond  general- 
ities. A note of 
exasperation oc- 
casionally crept 
into the  presi- 
dent's words in his 
desire to make an 
impact. “You have 
made everything 
but it is not func- 
tioning," he said 
shortly after hear- 
ing an explanation 
about why a water 
scheme had failed 
to stop flooding. 
“This is the prob- 
lem with this 
country." And 
later he added: 
"What have you 
done with the 
money? .. . I am 
asking you. What 
have you done with the money?” 

But there was no time for a detailed 
explanation. The schedule demanded 
a final round of handshakes, a blind- 
ing swirl of dust which sent the sol- 
diers ringing the take-off area duck- 
ing for cover and forcing back the 
crowd, and a flight across the inun- 
dated countryside to Sirajganj. 

After a briefing on the flood situa- 
tion in the area, it was time for the 
third speech of the day. It was more 
impassioned than the others: Ershad 
was getting into his stride. So was 
Minister of Commerce M. A. Matin, 
who drove up from Dhaka earlier in 
the day to capitalise on a presidential 
visit to his home area. Smilingly 
acknowledging a comment on his 
high-volume, histrionic speech, 
Matin commented: “Our people like 
theatre.” — DANIEL NELSON 
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lanai 


Shinjuku Park is a few steps away from us. 
But peaceful surroundings don t mean you ll hav 
to rush to your business appointments. 
Were in the midst of the new business district of Shin) 





And only a stroll from shopping and entertainment 


With over twenty years experience in Tokyo 
backing us up, we ve learnt to combine 
the world of man with the world of natur: 
Call vour travel agent, 
any Hilton International hotel or 
Hilton Reservation Service 


Opening September 1, 1984 
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The Most Elegantly Luxurious 
Suite In Asia And How It Influences 


The Rest Of Our Hotel. 





The Brunei Suite at the Goodwood Park in 
Singapore has the grandeur and charm of an 
aristocratic mansion. This most luxurious of hotel 
accommodation has been home to some of the 
world’s richest and most famous people. Yet luxury 
does not emanate from wealth alone. 

Time, tradition and good taste blend a unique 
elegance. The influence of this is evident everywhere, 
particularly in the latest remodelling of the guest 
rooms. 

The architects have ensured that every room is 
larger than might be expected. The designers have 
chosen cool pastel shades for the furnishings. 

The practical side has not been forgotten, with 
such developments as an electronic key system and 
remote control television. 

Quite simply, there is no other hotel in 
Singapore with the character of the Goodwood Park. 


Goodwood, Pank Hotel 


TIMELESS ELEGANCE 


22 Scotts Road, Singapore 0922. Telex: RS 24377 GOODTEL. Cable: GOODWOOD 
GOODWOOD GROUP SINGAPORE 
GOODWOOD PARK * BOULEVARD HOTEL SINGAPORE * YORK HOTEL * LADYHILL 


Reservations Worldwide: Kim M Golden Tulip Hotels. Steigenberger Reservation Service. 
Utell International. Australia, Japan and USA: Southern Pacific Hotel Corporation. 
Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline 
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E LETTERS um 


° , 
Singapore's way 
One is compelled to correct the misrep- 
resentations or wrong impressions 
created by the two letters from ‘Malay- 
sian Chinese’ and ‘Minority Singapo- 
rean [16 Aug.]. 

What is the specific “treatment 
given to the Malaysian Chinese [which] 
is more generous than that given by 
Singapore to their Malay population”? 
The number of Malaysian Chinese 
emigrating and non-Malay students 
studying abroad, when Malaysia has 
six universities, seems to belie this 
statement. 

After more than 100 years in Malaya 
and Malaysia, the Chinese are still 
"guests" of the country and Malaysia is 
still a racialistic or Malay-chauvinistic 
society. Unlike their counterparts in 
Singapore, racial-based parties in Ma- 
laysia win parliamentary election 
seats with Chinese and Indian support 
whereas, in Singapore, Chinese voters 
elect Indian and Malay candidates in 
parliamentary elections. 

Singapore prefers a non-racialist so- 
ciety. We will solve our problems our 
way. We want an integrated communi- 
ty. We do not want a divided nation or 
different classes of citizenship. 
Singapore CHENG TIM PIN 


c 
China's promises 

British Foreign Secretary Sir Geoffrey 
Howe would like the people of Hong- 
kong to "look forward with confi- 
dence" to a Sino-British agreement on 
the territory's future [REVIEW, 9 Aug.]. 
However, China reneged on each and 
every article of the so-called 17-point 
agreement which it forced upon Tibet 
in similar circumstances. Hongkong 
therefore will need a more concrete as- 

surance than a mere agreement. 
BHUCHUNG K. TSERING 
Editor 
Dharamsala, India Tibetan Bulletin 


Time for democracy 


The failure of successive British gov- 
ernments to provide democratic in- 
stitutions for the people of Hongkong 
will not surprise anyone with colonial 
experience. It is a failure shared by 
members of the Hongkong executive 
and legislative councils who suddenly, 
in extremis, seem to find the democra- 
tic idea attractive. They have em- 
braced it with little warmth, however, 
and the chances of healthy offspring 
seem remote. Indeed, the Green Paper 
tabled in the Hongkong Legislative 
Council on 18 July merely adds insult 
to injury and neglect. 

If democratic government is of 
value, and the past history of govern- 
ment in Hongkong does not suggest 
Britain values it much, the people of 
Hongkong — even at this late stage — 
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Ans the best is in the 
Peugeot 505. As one of 
the earliest manufacturers of 
Automobiles, Peugeot spent 
years in research and develop- 
ment ...... producing depend- | 
able cars that generations 
have come to trust. And the 
Peugeot reputation grew. 
Today, the Peugeot name is 
synonymous with comfort, 
safety, toughness and reliabi- 
lity — a reflection of the very 
best in a world of beautiful 
cars. 





Peugeot 505 — 
Blending charm 
with realism; 
refinement with 
efficiency. 
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kong's bargaining position. | 4.7 ^ 
ars is a brief moment i in 
‘thé life of political institutions, it is 
true, and a crash course in democracy 
is perhaps a contradiction in terms, but 














| Britain's timid kow-towing. - 
‘Penarth; Wales 


An eye for an eye 


Husain Haqqani's account [16 Aud l We : 
recent Pakistani legislation: designed - 


on the one hand to curb women’s rights 
and reduce them to the status of chat- 


tels and on the other hand to introduce ` 


the principles of retribution (qisas) 
-and blood money. (diyat) will have 





like. myself, who watch with disgust 
„and horror the efforts of the present 
“government to push the country back 
into the middle ages in the name of 








Islam, a religion which has always 
prided itself upon its liberal social 


laws. 

Not only will à woman's testimony 
be worth half the value of a man's, but 
a murdered woman's family will be en- 
titled to half the amount payable to a 
murdered man's. This is monstrous. It 
shows an utter disregard for human 
rights and, in my view, is wholly op- 
posed to the spirit of our faith, which 
was the first to confer property rights 
on women. President Zia-ul Haq has 
Saudi Arabia in mind as a model, but he 
forgets that among Muslim countries it 
has the lowest record on human rights 
and has for centuries been a dark, un- 
civilised blot on the Islamic map. Until 
the discovery of oil there, no one spoke 
of Saudi Arabia as a model for any- 
thing. 

Does Zia not know that in spite of 
harsh, barbaric laws Saudi Arabia has 
one of the worst crime records, that in 
that country a case of rape always 
means a case of murder? The offender 
tries to cover up evidence by killing his 
victim immediately after the commis- 
sion of the outrage. Has he never heard 
how fathers sell their daughters to the 
highest bidders, that even adult 
women without parents are not per- 
mitted to marry without permission 
from the authorities? The result is one 
of the highest rates of lesbianism any- 
where. Any intelligent person who has 
lived in Saudi Arabia knows these 
facts. I speak from experience, having 
spent about three years in that area. 

As regards qisas, which means the 
old Mosaic law of an eye for an eye and 
a tooth for a tooth, can anyone guess 
what it means in ined I had the 





| barbarity! : 


try outside the Gulf area follows, ¢ on n his | 
if ever one was justified itis in. Hong- i nati | ofr : t 

kong now. The recognition that China - 
hasa powerful case does not excuse |- 


TE. ASHTON le 
| how Islam should be interpreted, but I 
maintain 


“which flies in the face of humanity and 


‘and cruelty, and which lowers the dig- 





| shocked large numbers of Pakistanis, : n bein COHNEarE odi 


|] cannot belieye tha 


towards com 
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| we Zia: proposes to im- 
pose this law, which no Muslim coun- | 


























e: I I ve 
xs ee with any fundamentalist on 


that any interpretation 


decency, which promotes: barbarity 


nity of the person, maler or ddr de and 
that so- 
















{ Surfers Beac! hcomber. 
Hanon Street, Surfers Paradis 
Phone: 175) eaves Telex” PRDGCH O43161 


CORRECTION 
In the story headed Asean's ragged run 
(REVIEW, 2 Aug.) the non-Asean partner ina 
proposed frit plant to be constructed in 






















Bangkok under the Asean Industrial Joint 
Ventures scheme was wrongly jdentified as 
Japanese. The investor is, in fact, West Gere | 
man. 
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Research Scholarships a are » available to outstanding university Graduates registered in. | 
or admissable to, master's and doctor's degree programmes by research at the National 1E 
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The Scholarships are tenable for. one year in the first instance and, subject to satisfactory 
progress, renewable annually for another 2 years. 


The value of each Scholarship ranges from $$80010 $$1100 per month (US$1.00= Sz. tee 
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The University will help Research Scholars find off-campus accommodation, 
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Esse M Ea va sear 


free 


ur applications bottle 


onsider this scenario. | 
Suddenly, all your management 
ers become able to develop their 

special applications. On-line, 





sing their own desk top terminals. . 


They have immediate access to 
dated information within their 
authorized data base, regardless of 
where it's entered. They're able to 
reformat reports and even redefine 
parameters. Themselves. 
< You're still very much in contro! 
of things, but not burdened by 
letail. You're free to manage the... 
on-going workload. And the major 
applications. — | 
It could all happen with the | 
Sperry MAPPER System. Not quite 
suddenly,” but in very short order. 
MAPPER is that powerful. Sim- 
Ly stated, it’s the most advanced 





Sperry Lid., 

36/F., Sun Hung-Kai Centre, 
Wanchai, Hong Kong 

Tel: 5-749311 l 

Tix: 74816 UNIVAC HX 


Sperry Pie Lid., 
Q7-01, The Octagon, 
105 Cecil St., 
Singapore 0106 

Tel: 2248333 °° 


Tlx: VACSIN RS 20844* 

ORG Systems, `. 

Anand Bhavan, 33 Bhavan Lok, 
Vasant Vihar, 

New Delhi — 110057 India 

Tel: 675317 ae | 
Tix: 031-2480ORG IN. ~ 
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information management tool yet 
developed. | ^. , 

A tall claim, to be sure. But we're 
prepared to back it up, conclusively. 
We'll put MAPPER to work ona 


real and specific application 


development problem that a user 
has given you. — 

SOMETHING FOR EVERYONE 
MAPPER's simple everyday | 
language commands and non- 
procedural flexibility make it easy 
for the most computer-shy user to 


gain proficiency ina day or two. 


The fact is, MAPPER can be used: 
in all departments of your company, 
including your own, and at various 
levels within the organization. And 
the MAPPER concept of “user 
friendly” far transcends anything 
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Jalan Raja Laut, Kualà Lumpur, 
Malaysia PUT 
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Accept our MAPPER Challenge.” 
Bring us an application develop- — — 
ment project. Bring along the user. 
We'll show you how quickly and ; 
easily MAPPER gets the job done. 
Call us for further information: 


e ge an i 


Singapore: 224-8333 
Hong Kong: 5-749311 * 


MAPPER CHALLENGE 
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¿Page 14 

| Aviation rights — as predicted — 

| are a major stumbling block in the 
talks over Hongkong’s future. 


| Mongolia’s longtime strongman 
|. goes down in apparent disgrace. 


Page 18 
Sri Lanka's harsh crackdown on 
the Tamils may well backfire. 


Page 26 


Indonesia's influential Gen. Benny 


Murdani urges a new approach to- 


_ the Chinese problem. 


Pages 28-30 

As the Burmese army battles hard 

against Karen secessionists, Thai- 

land cracks down on Kuomintang 

e on the Burmese bor- 
er. 
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In a very real sense, 1 984i is Year One of the much- 
heralded Information Age. The communications 
industry has become the vital infrastructure link- 


ing men, computers and myriad new. products sial tax cuts. 
- made. possible by successive generations of 
microelectronic devices. FOCUS looks at the 

latest developments in the field, such as statellite Page 100 


i 

developments, high-definition TV and local area | 
networks. There are reports from 15 regional cap- m 

itals — and details of the REview’s own experi- | factories are beginning to age. " 

ence in going micro. Pages 47-94. n 
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| | image. 
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Page 9 98. 
Australia produces a pre-el 
budget which includes con 





Japan steps up investment in i 
dustrial plant amid worries that it 

















Page 32 | 
A major shake-up is ahead in the 
Chinese Government's top ranks. 







have reverbera 
beyond the Pacific. "Meanwhile, | 
the United States hopes Vietnam- 
ese nationalism will solve one of its 
problems — and steps up its sea- 


borne armament. 




















Australia will soon 
criteria for foreign b 
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Concern is being expressed that | 
Japan's freewheeling moral at- | Page 126 
titudes are beginning to have an | 
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The Bangkok Post goes | 





Singapore is first out of the gate 
| Asia's financial-futures trai ni 
race. : 


popular credit-ceiling. regulation - 
which has been widely blamed for 
causing business failures. 
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tered territory of Macau, there 
; a Chinese majority in the 
Legislative Assembly. On 27 
ugust, Governor Vasco de 
Almeida e Costa named Ho 
| Sai-un, vice-chairman of the 
Macau Commercial Associa- 
tion, as one of his five appoin- 
tees to the assembly, giving 
Chinese nine out of the 17 
seats. The four other appoin- 
tees were Portuguese civil ser- 
Previous assemblies 
re.dominated by Macanese 
local people of Portuguese 
descent. On 15 August six as- 
ably deputies, including 
vo Chinese, were elected by 


irther six, all Chinese, were 
id rectly elected. — —EMILY LAU 


took 
nother step towards freezing 
neral Assembly action this 
'on the East. Timor issue 
the Decolonisation 


n of the item until next 
var. The decision followed 
etary-General Javier 





be helpful and that the 
tter should be left to quiet 
diplomacy. His similar assess- 
ent prompted last year's 





The Decolonisation Com- 
mittee acted after hearing In- 
donesian delegate Boer 
Mauna assert that East Timor 
vas an integral part of his 
country and Jose Ramos- 
Horta of the Fretilin indepen- 
dence movement accuse 
Jakarta of “Third World col- 
onialism." While the assem- 
_bly's steering committee or the 
plenary itself could reactivate 
the East Timor item, dip- 
omats consider that unlikely. 
~~ TED MORELLO 












meets 


. South Pacific Forum 





the issue. of. the Fr 
ony's n 


United Nai 


For the first time in the history : 
of the Portuguese-adminis-_ 


ersal franchise while a- 


| nuclear ships. 


LV ‘allegation 
called” 'garbage' 


mmittee shelved its discus- 


de Cuellar's suggestion. 
debate at the forthcom- 
ssembly session would 


sembly to bypass the is- 


eeting in Tuvalu in late Au- | 
ust ended with Vanuatu 
Prime Minister Walter Lini. 
predicting increased violence. 
in New Caledonia after the. 
forum rejected his lan. to: put 






tion Committee. as 


Forum members were re- | 


portedly critical that a New 
Caledonian 


for help. The forum urged all 


groups, including the French 


Government, to work for a 


speedier, peaceful transition 


to independence in New 
Caledonia. 

The forum adopted an Aus- 
tralian proposal to draft a 
treaty making the South 
Pacific a nuclear-free zone — 
a matter for consideration at 
the 1985 forum meeting — but 
granted individual members 
the right to make their own 
decisions over the visits of nu- 


| clear ships. 


The Australian proposal, 
put forward by Prime Minister 


Bob Hawke, exposed tensions - 
between 
Hawke and New Zealand 
Prime Minister David. Lange, 
and caused some criticism: in . 


on ships’ visits 


Australia over the possible 


contradiction of a nuclear- 
tree zone policy which allows 


the porting and transiting of 


Philippine military sources 
and members of the five- 


member Agrava board which | 


is investigating the August 


1983 murder of opposition 


leader Benigno Aquino have 
denied a report in an Ameri- 
can newspaper that the board 
is zeroing in on armed forces 
chief of staff Gen. Fabian 
Ver. 

The San Jose Mercury News 
reported in late August that an 
unidentified board member 
had said Ver would be cited as 
being directly involved in a 
military. -conspiracy to kill 
Aquino, along with Aviation 
Security Command chief 
Brig.~Gen. Luther Custodio 
and the five military escorts 
who led Aquino from the air- 
craft flight bringing him home 
after three years of self-exile 
in the United States. 

"The board has been in seclu- 
sion for two weeks working on 


the final draft of its report, 
. Which is expected to be given 
| to President Ferdinand Mar- 


cos and announced simultane- 
ously. to the public in mid- 


. September. Its lawyers say the 
news. item is "speculative" 
and. “guesswork,” 
‘board. is still drafting its re- 
Po A mila Poe 
calledit “sg 










independence 
group. had approached Libya 


— JACQUELINE REES 


since. the 


Bank takeover 
launches ‘crusade’ 


Barely a day after Central 


Bank of the Philippines gover- 


nor Jose Fernandez  an- 
nounced a "crusade" to con- 
solidate and strengthen the 
country's banking system, the 
country's fourth largest bank, 
Bank of the Philippine Islands 
(BPI, announced it was ac- 
| quiring Family Bank & Trust 
Co. (FBTC) in a merger ex- 
pected to yield FBTC share- 
holders P900 million (US$50 
million) in either BPI shares or 
| cash. The merger will make 
BPI the country's largest pri- 
vate commercial bank with 
combined assets of P18 billion 
. (BPI's P12 billion and FBTC's 
P6 billion). 

Looking to expand its retail 
banking capabilities, BPI 
| originally. negotiated with 
Banco Filipino before that 
troubled institution declared 
a bank holiday in mid-July, 
and shortly afterwards began 
talks with FBTC officials. 
While FBTC also experienced 
a run in the wake of the Banco 
Filipino affair, it did not need 
to seek central bank 
emergency financing to cover 
its withdrawals. BPI is consi- 
.dered one of the strongest 








































tral bank had targeted it as 
able to handle an acquisition 
or merger. —GUY SACERDOTI 


Taiwan cuts tariffs 
on US export items - 


Taiwan has decided to reduce 
tariffs on 59 items of market 
interest to the United States as 
a result of talks between the 
American Institute in Taiwan 
‘and the Coordination Council 
for North America, the un- 
official liaison between 
Washington and Taipei. The 
market-opening moves are 
aimed at reducing the massive 
US trade deficit with Taiwan 
and defusing US protectionist 
sentiment. 

According to officials in the 
US Trade Representative's 
Office, the tariff cuts will pro- 
vide new export opportunities 
for wood products, semi-pro- 


late confectionery and 
selected agricultural com- 
 modities. US officials say 


there also has been progress in 
‘opening markets for US 
cosmetics, film and personal- 
hy penc dite d In addition; 

Taiwa iH 3 





cessed leather goods, choco- i 
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cum-shopping 


schedule to make tariff con- 
cessions on almonds, prunes, 
valnuts and linens. US Trade 
Representative William Brock 
welcomed the moves, saying 
they contribute to the liberali- 
sation of the international 
economy.” — ROBERT MANNING 


Bangkok Bank head 
calls it a day — 
After paving, the way for a 
gradual exit over the past few 
years, Chin Sophonpanich, 70, 
has finally resigned from 
chairmanship of the Bangkok 
Bank board. As co-founder of 
the bank in 1944, Chin was in- 
strumental in building the 
once-modest outfit into the 
biggest financial institution in 
Southeast Asia. He was 
ranked by the American 
magazine Institutional Invest- 
or in 1983 as among the 
world's 12 richest bankers. 
Chin has now received the 
title of honorary chairman for 
life and will continue to offer 
'advice and guidance" to the 
bank. He is succeeded by long- 
serving vice-chairman Prasit 
Kanchanawat, a leading busi- 
ness figure and ex-politician. 
The change is not expected to 
have any impact on bànk po- 
licy oroperations. 
— PAISAL SRICHARATCHANYA 





banks in the country. The cen- | B iding de 
Slumping propery prices 


have forced Singapore’s 
Urban Redevelopment Au- 
thority (URA) to extend by as 
much as 35% the state-man- 
dated construction schedules 
of projects being developed on 
public lands auctioned off at 


premium prices during the 


market's heyday in the early 
1980s. The breather frees de- 
velopers from the prospect of 
heavy delay penalties levied 
on the basis of the properties’ 
inflated acquisition prices. 
Nearly 60 projects are be- 
lieved to be affected, includ- 
ing at least 14 in the Marina 
City parcel of harbour-side re- 
claimed land where a couple 
of troubled multi-hotel pro- 
jects are under way. Singa- 
pore Land's Marina Square 
complex is running a year be- 
hind schedule, while. Indo- 
nesian — tycoon Hendra 
Rahardja’ S nàmesake hotel- 
complex is 
barely past the ground- -break- 
ing stage. These projects alone 
are estimated to have saved 





collective nearly. S$220 mil- 
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| HORMONE INJECTIO 


"The acting chief of the Malaysian 
air force, Maj.-Gen. Datuk 
Mohamed Ngah, willlead a 


September tolookintothe  . 
feasibility of purchasing Soviet. 
medium or heavy helicopters: The 
decision comes close on the heels 
of other recent moves 
emphasising Malaysia’s 
independent foreign-policy 
stance, especially vis-a-vis the. 
United States. Anatoli S. Zaitsev, 
head of the Soviet Foreign — . 
Ministry Southeast Asian 
department, paid an EP & 
unannounced visit to Kuala ^" ^ 
 Lumpuron 16-18 August —a trip 
postponed oy the Soviets 
‘shooting down a South. Korea 
dirliner a year ago — possibly 
explore Malaysia's heli 
shopping list, thought: 
the seaborne anti-submar: 
KA25 "Hormone. xd 


BOOS’ ER TANKS - 


E ietnamese in shrüdtals are. 
helping to train a newly formed 
` Cambodian armoured regiment 
at a depot. near the provincial 
..€apital of Kompong Cham, 



















The regiment, comm inded by a 
| Russian-speaking Cambodian . 
.lieutenant-colonel who spent | 





“equipped with 36 armoured | 
vehicles, including nine T54 
battle tanks. The first real * 
evidence that the Wielnarnase . 
were equipping an armoured unit 





- THE \ WEEK 


` AFGHANISTAN 
© Soviet helicopters mistakenly attacked 
their own troops on the outskirts of Kabul, 
^d4nflieting high casualties, Western dip- 
"lomatie sources in New Delhi said (28 
d 


^. Presidents Xiannian arrived in 
Romania on a state visit (27 Aug.) — 


. .HONGKONG 
... Li Chuwen, the vice-director of the 
local branch of the Xinhua newsagency, 
was promoted (22 Aug.), Deng Xiaoping's 
son Deng Pufang arrived on a 19-day visit 
(28 Aug.) “a 





for the Phnom Penh regime came 


. delegation to the Soviet Union in |. 
| of the capital. Government units 
are also being armed with heavy - 


¿military experts say it will take a 


um: i ic 














The vem ine Government is 


| will accompany th 


E International "Mo sae Fund 


according to intelligence sources.” 


. four years in the Soviet Union, is 
à | Industry (whose Na ional. 


_anumber of distressed 





in June, when Western newsmen 
were shown Cambodian soldiers 
training. on two. T54s and a PT76 
amphibious tank inan area south 


artillery, and 12.7-mm machine: 


guns for anti-aircraft defence, as. 


part of a general Vietnamese 
effort to boost the firepower of 
the 30,000-man army, but 


long time to whip the force into 
ent fighting machine. 
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looking into the possibility of 
lishing. one entity that will 
etasaholding company for  . 
1 te-owned corporations. The | 

eis considered timely. 
3 cause one of thecond tions that 
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ancialoperations of 
t te corpo ations, which have 
g : stantial 
overnment. ` 


tian from two areas — 
nts (hez ed by ot 


Development Co. has taken over 


companies). Both have under 


hijackers released. the passengers and 


posal, ee : 
sen meeting with | 


said. An Indian: Airlines Boeing 737 was. 
hijacked by Sikh extremists (24 Aug:). The 


| Problem d arisii 3 x 
mismanagement, has combine l 


M RI KG cc m x (c c ee NM C E N DOCU gee ee 


crew in Dubai and were given one week's. 


asylum in the United Arab Emirates. 
Police arrested more than 20,000 demon- 


strators in southern India and bombs 


exploded near Calcutta in a day of protest 
against the sacking of N. T. Rama Rao as 


| chief minister of Andhra Pradesh (25 


Aug.). Shankar Dayal Sharma was. ap- 


pointed governor of Andhra Pradesh re- 


placing Ram Lal who saa (26 Aug, » 


President b A Tsede 
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SRI LANKA 


About 500 Aeomen marc he d than 


tention of their sons as suspected re 
officials said (24 Aug:). Separatist gu 
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‘Number-crunchers’ is the name computer 
people used to give to large computers 
designed to perform mathematical tasks. 

There are still some around, though 
increasingly their functions have been 
handed down the line to minicomputers, 
microcomputers, and clusters of 
microprocessors. 

All of them are impressive and 
powerful computers - in their own field. 

But when they're used for the delicate 
business of routing telephone calls to 
telephone numbers ~ well, they tend not to 
make much of a job of it. They become 
nümber-crunchers' indeed! 


: The right computer for the job 


mission and digital switching (see the box 
for details) makes some form of ¢ 
control not just necessary, but positively 
desirable, if a network is going to give of its 
best. poe 4. 





The trouble is that conventional 
commercial processors are ‘logic-orientated, 
while in a digital switching system decisions 
are made and implemented ina millionth 
of a second or so ~ and for that you need a 
computer that is 'time-oríentated:. 
AXE: practical computers 
for digital switching 
: AXE is the name | 
of the world’s most | 
successful digital 
switching system. - 

It was developed by 
Ericsson, and its | 
success is due largely 
to the powerful yet 

flexible software the 
system employs. 

This software is 
modular, the different things a 
telephone exchange can do being allocated 
» to different, self-contained, modules. This 

means that whenever an addition or an 
adaptation is made to the system, its a 
relatively simple matter to incorporate the 
change in the software. 5 
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_If you want itemised telephone bills 3 
for subscribers, add th® relevant software 
modules. If you want to alter the tariff, alter 


the relevant modules. And so on. 


Even competitors admit that AXE 
software is something special. In most 
systems, the functions are split up. and 
linked throughout the software: change 
even one function and you may have to 
make widespread software changes. With 
AXE, a change in one module has no effect 
at all on any other module. 


The digital revolution 


For their internal calculations and for 
communications, computers translate every- 
thing into a binary code which has only two 
values: Land O. 
|. Although the system sounds unwieldy, in 
fact it allows information to be transmitted at 
enormous speeds. A single low-voltage pulse 
represents the its absence represents 0. 
 EachlorGQisone'bit 000 6 a 
: Even the human voice can be translated 
| into this pulse code for transmission along | 
telephone lines, before being decoded as 


| By interleaving differe 
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simultaneous conversations, 


APZ 212: the perfect partner 
When you have the world’s finest software 
in your system, and when you know that 
conventional computers are not quite right 
for telecommunications, there's really only 
one thing you can do: design and build 
your own computer 

Which, of course is what Ericsson did, 
early in the 1970s. That first computer was 
called APZ 210. Its latest version is called 
APZ 212, and it uses ‘leading edge’ 


technology to outstrip not just APZ 210 but... 


every other computer ever employed in 


. telecommunications. `. 


Its fundamental value is the way in 
which it organises the execution of the 
software — making it six times as powerful 
as the very powerful computer it replaced. 

In practical terms, this means that an 
exchange equipped with APZ 212 can 
handle up to 800,000 telephone calls in 


hour, instead of 1 50,000. Abd Wee 


one 





hat. ou could combine several 
anges into one, with the 
enefits of efficiency and. 

less than a dozen AXE 
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| conversations along the same telephone wires, | 
the capacity of a network can be vastly 






scould clear away network 





exchanges. This potent combination of a 

huge and growing range. of software, 

executed throug ingly powertul: 
opens up vast. 


power are available today, intime. 
Takealookatthefuture — — 
Telecommunications is the branch 
science where developments, instantly 
affect most people very closely — 
_If you'd like to know about thes 
developments, and what they meat 
or your business, complete the co 
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| To: Telefonaktiebolaget LM Ericsson, d , 
Public Telecommunications Division, 7 
$426 25, Stockholni, Sweden. 





Please tell me more about AXE. 
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ation rights — one of the three 
major issues yet to be:settled be- 
ore the joint declaration on the future 

f Hongkong sometime in September 
chave. run into. ‘difficulties: The 
LEVIEW understands that the problem 
S directly traceable to the dual role 





f Civil Aviation.ef China — usually 
Wr as CAAC,- pe 
na's ‘international airline and, 










he matter is rather more compli- 


1. agreements | concerning Hong- 

i landing rights. Although the 

of aviation serene are in 
Simple 



























articular brief! to guaranties the 
. of Hongkong-based Cathay 
Airways, a subsidiary of the es- 
Br itish Swire Pacific, but 

. the. REVIEW © understands, 


Cathay has a future in its own 
t in Hongkong after 1997: But the 
lest way-of doing this. appears to 
iken by CAAC as an infringement 
le very sovereignty over Hongkong 
'h Britain is supposed to be return- 
o China. 
eoretically, Hongkong as a British 
ony has been regarded as being as 
ch a British destination as, say, 
ondon, Manchester. òr, Glasgow. In 
“negotiations dealing with, for in- 
ance, a United States airline seeking 
iccess to Britain in.exchange for Bri- 
Airways (BA) access to the US, BA 
ain either an extra service to an 


La new service to, ‘say, Miami, 
hile stopping the US airline gaining 
ketshare in Britain by grantingita 
ervice or an extra service to 
cong, 

‘ally, until the late 1960s Hong- 
nding rights were frequently 
f by Britain in favour of BA, 
‘ing the then small and purely re- 
al Cathay to request Britain to 
t rights to destinations BA did not 
tatthat time. In thelate 1960s and 
1970s, Cathay’s. growing pre- 











iore of-a voice in the British side of- 


. less of a pawn for BA to trade. 





| ael Westlake in Hongkong | 
ino- ~British discussions over avi- | 


layed by the General Administration - 


ffect, its department of civil doa i 


ted than simply. swapping Britain, 
“hina in the legal. format of avia- 









like to create a situation in. 


stablished destination such. as New. : 


ice and. economic clout gained it- 


aviation talks, and Hongkong. became: 


The situation. changed further with 
the breaking of BA’s monopoly over 
Hongkong-Britain air services in 
1979-80. Since that time, Hongkong 
(i.e.'‘Cathay) has in effect been treated 
by Britain as an equal among British 
airlines. And. t 











been ina protected position i in terms of 
acquiring routes in recent years. 

. Theté are: now approximately 30 
agreements "covering Hongkong's 
rights with various countries, of which 
26 are Air Services Agreements (ASAs) 
and four are less formal. Of these, some 
ASAs are inactive (for instance, one 
agreement is with Burma, which has 
no air links with Hongkong at present). 
The less formal agreements include 
| government-to-government . "under- 
j Standings" covering Hongkong-South 
,Korea and, somewhat ironically, 














jons 4 Hongkong- China air links, plus one 


between Cathay and China Air Lines 
covering Hongkong-Taiwan air links. 

The less formal agreements were 
necessary because of the absence of 
diplomatie relations between China 


atat iri HHH mL mr e P A rrr a rea 


Sino-British dealings relating to 
Hongkong as a British destination on 


ASAs. 

The simplest. ASA Situations are 
those in which sovereign nations have 
sole national airlines. The two airlines 
bargain and horse-trade until they 
reach an accommodation over rights 
which their governments embody as 
ASAs. In practice, the dealings are 
rarely so simple. More often, each gov- 
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nd because Cathay is the. 
only: Hongkong based airline; it has. 


and South Korea and between Britain | 
and Taiwan, plus the awkwardness of. 


territory leased from China. But these : 
are side issues compared with the . 
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ernment must negotiate for more 
one airline and/or destination. 
then decide how to allocate de: 
tions ahd numbers of seats betwe 
country's airlines. This often rest 
some rights not being taken up fo 
eral years, if at all, because an a 


¿which has been granted certain 1 


may not be ready to use them : 
time, or may change its mind late 
In Hongkong's case, the direct 
the University. of Hongkong’s Cen 
Asian Studies, Dr Edward Cher 
estimated only 555 of available t 
to and from Hongkong have been t 
up by Cathay, implying that th 
mainder have-been traded off by 
tain for access to other destinatio 
British airlines. Other sources sa 
figure is far too high — the rez 
mainder traded off may be 20- 3o 


tis intended to. Estiidate Hong 

from Britain's ASAs with va 

other nations as the ASAs cor 
for renewal over the vears leadi 
Britain's transfer of sovereignt 
there will be no. overnight she ock 
landing rights come 1997. But m 
extricating. Hongkong. from 
ASAs, with the layers of linkag 
volved, will be.a complex. proce 







and Britain, more especially BA 


be the net loser because it will 
have to make new (and presun 
purely domestic) trade-offs to re: 
Hongkong in its ASAs. 

This, the REVIEW understands, i 
what worries the British negotiate 
Peking — it is regarded as part o 
price of handing back sovereignty 
problem is what then becomes of n 
unencumbered.rights to Hongkon 


























they revert to Hongkong alone in the 
interim and to China in 1997, thus giv- 
ing Cathay an enormous short-term 


opportunity for expansion but a poten-.. | 


tial for disaster in 1997? Should they be 
made to revert to China on a gradual 
basis as they come up for renewal, 
meaning a possible slow death for 
Cathay in its present form? Or should 
they revert to Hongkong as they come 
up, on the understanding that they will 
continue to be under Hongkong's juris- 
diction as a special administrative re- 
gion (SAR) in China after 1997? 

The British negotiators, obviously, 
would prefer the last option. Peking's 
representatives have said many times 
that they want business to continue as 
usual in Hongkong after 1997, and 


keeping. control of landing rights . 


under the Hongkong SAR would 
guarantee a future for Cathay — in it- 
self important not just for Cathay but 
as a. matter of outside confidence in 
Hongkong. Apart from Cathay itself, 
other aviation-related businesses are 
involved, such as Hongkong Aircraft 
Engineering, Swire Air Caterers, 
Hongkong Air Terminal Services and 
Securair. And indirectly concerned is 
the huge hotel and tourism business for 
which good and well-marketed airline 
services are vital. 


The stumbling block in the Sino-Bri- | 


tish negotiations over aviation rights 


apparently is that CAAC — which isim | 
the unique position of being responsi- 


ble only to China's State Council, with 


no supervisory ministry to monitor it - 


— wants to have control of Hongkong's 
rights, in effect meaning that the 


BE d j 


' Hongkong SAR would be regarded as - 


just another destination in China. This 
would mean that China could trade off 
Hongkong's rights to CAAC's advan- 


tage just as Britain once did. It would - 


also mean that Cathay would be the 
No. 2 airline operating (assuming it 
was granted some traffic rights) from 
China, thus removing all the protec- 
tion it has enjoyed. 

As far as China is concerned, this is 
presented as a matter of sovereignty — 


and indeed, this is the way ASAs work . 


in most of the rest of the world if a 
country has more than.one airline. In 
Hongkong's case, CAAC's role as a 
foreign exchange-earner is also heav- 
ily involved. If Hongkong's rights re- 
vert to.China per se, Hongkong would 
be the most lucrative and thus the most 
attractive destination in China to 
foreign airlines. Cathay, if allowed to 
continue in its present form as a Hong- 
kong-based but, through corporate 
parentage, ultimately British-owned 
company, would then have to fight 
with CAAC (a government depart- 
. ment).to share routes to and from 




















































kong with CAAC (the national | 
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Hongkong's air links with Cathay in 
any proportion it liked, so far as dip- 
lomatic relations, inter-government 


t half Cathay'saccess toits present mar- 
kets. SIE 


nreal terms, CAAC does not, at least 
at present, have the equipment, 
ll staff or managerial ability to make 
such a situation work. In the coming 
years it may, of course, achieve them. 
So far, however, despite massive pub- 
lic criticism in China, CAAC's bureau- 
cracy has consistently failed to recog- 
nise its own airline's limitations .— 
"which have been well recognised in 
other areas of China's government. 
There has been talk of moves to force 
"CAAC to change its ways, such as 
granting various regions of China the 
freedom to set up their own airlines 
either as purely local companies or as 
joint ventures with foreign airlines. 
But CAAC as. the creature of the 
State Council ultimately is the author- 
ity which will have to license and over- 
see such companies in competition 
with itself — something which seems 
unlikely. Thus unless there is a major 
shake-up in Peking, most of the pro- 
posed China regional airlines may 
never get airborne, at least on interna- 
tional flights, being stymied by CAAC 
as well as by their lack of expertise. 
CAAC now seems to want to extend 
its monopoly situation. China's de- 
clared intention of allowing Hongkong 
to speak for itself in international 
trade negotiations does not, so far as 
CA is concerned, include aviati 
en fth 
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TWO SYSTEMS, ONE RUNWAY — 


| country, two systems," relat 
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tory degree g 
rights in Hongkon 
no definition of 
means. z E | 
The Review understands | 
China's long-standing slogan of 


















Hongkong-style capitalism and | 
king-style communism  co-exist 
after 1997, has been quoted back : 
king in relation to granting con 
landing rights to the projected 
kong SAR. However, CAACs b 
cracy and its allies have so far 
aged to prevent China's ne 
from accepting any British pre 
this effect. 

Cathay executives are under 
instructions to make no comme 
the subject, but the REVIEW u 
stands that the airline wants ts 
long-range plans for itself in Hi 
kong, and is not seeking a quick, 
portunistic profit followed by a. 
to Britain. There have been rum 
for several months that Cathay's op 
tions might include buying part ora 
of BA when itis "privatised" next yea 
buying the smaller British Caledoniar 
forming a joint-venture airline some 
where in China — or some combination 
of these possibilities. True or not, the 
rumours indicate the level of anxiet 
about whether Cathay can continue à 
it is now constituted. S 

Meanwhile, the impasse which 
CAAC's interests appears to hav 
created could mean that the last 
days of the talks turn into a chi 
hanger requiring llth-hour solutie 
negotiated at the highest level, An 
unless China shows through its polic 
on aviation that autonomous sta 
Hongkong in international cor 
cial affairs is more than words, thee 
dibility of Hongkong's separate roit 
other key international agreement 
trade and finance will start to t 












































































































longolia's strongman bites 






‘of a divergence of views over 
policy towards China are discerni- 
n the fall from grace of Mongolia's 
mmunist party chief, Yumjaagiyn 
sedenbal, who on 23 August was 
ped of his post of general secret- 
of the Mongolian People's Rev- 
tionary Party (MPRP) and mem- 
ership of its politburo, as well as that 
resident of the country. 
ut the most likely immediate ex- 
on of the sudden deposition of 
87-year-old strongman — last 
of holidaying in the Soviet 
— ig the mounting resentment in 
party over his increasingly auto- 
€ style of leadership. | 
ite the account put out by the 
Mongolian — newsagency 
ame of the special meeting of the | 
ys central committee, which said 
bal had been relieved of his 
“on account of the state of his 
er of these claims seems very 
e since observers know of no 
fic ailments afflicting the party 
Moreover, he did not ask to be 
ed of his posts as has usually been. 
se when other communist leaders 
signed. 
n the same day as the central com- 


tee meeting, an extraordinary ses- 
iof the People's Great Hural, or na- 
al assembly — which gathers at 
twice a year as a rule — was call- 
t which it was announced to the 





so standing down as chairman of the 
idium (effectively Mongolia's pre- 
dent) and as chairman of the Defence 
incil. He remains a member of the 
ntral committee and a marshal of the 
cople's republic. 
Both meetings paid fulsome tribute 
| Tsedenbal's 40-odd years of “self- 
ss devotion” to the party and people; 
is said that he had safeguarded the 
jurity of the party ranks, developed 
the country's defence capacity and 
pened friendship with the Soviet 
nion. Although no one doubts that 
atter is an integral plank of Mon- 
ja's political orientation, there are 
ions that some among the 
ership, while hardly seeking rap- 
nt with Peking, were not en- 
spy with Tsedenbal’s inflexi- 
Jine, especially in 
shift towards a greater 





















the dust, there are signs 
1g attitudes towards arch-enemy China 


‘southern neighbour and a signal to 


h and with his agreement," 


3dd members that Tsedenbal was 


in recent years, including. 
ons with the Soviet - 


Leonid Brezhnev, could have been 
both an expression of a more open- 
minded approach to Mongolia's great 


Brezhnev's protégé, the present Soviet 
leader. Konstantin Chernenko, that 
Ulan Bator does not intend to tie itself 
so completely to Moscow's apron 
strings from now on.. 

It was disagreement over relations 
with China that led to an earlier Tse- 
denbal downfall in 1954, when he lost 
the party leadership to Dashiyn 
Damba — who four years later was 
purged for being pro-Chinese, against 
the background of the Sino-Soviet 
split. 

During his first period in power, as 
general secretary in 1940-54, Tseden- 


-bal was overshadowed by the then pre- 


mier, Marshal Choybalsan, whose 
“cult of personality” was subsequently 
condemned by  Tsedenbal. On 
Choybalsan's death in 1952, Tsedenbal 
was appointed premier, only to lose the 
leadership of the party to Damba two 
years later. In November 1958, Tseden- 
bal regained control of the party as 
first secretary. In June 1974, he became 
head of state, succeeding Jamsrangiyn 


Sambuu, who had died of cancer. 


about two years earlier. In 1979, Tse- 
denbal was promoted to the rank of 
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tle of general secretary in place of 
that of first secretary — though to the 


| people, he was always known simply as 


the darga, or chief. 

Tsedenbal was steeped in Soviet in- 
fluence. Educated at the Soviet Insti- 
tute of Finance and Economics, he re- 
turned to Mongolia in his early 20s 
along with a handful of other Soviet- 
educated youths and within two years 
of joining the party had become its 
general secretary. He is married to a 
Russian, Anastasia, and his son Vladis- 
lav is a deputy permanent representa- 
tive at the headquarters of Comecon, 
the Soviet-bloc economic grouping, in 
Moscow. 

Tsedenbal's relationship with.: 
Brezhnev's successor, Yuri Andropov, 
had none of the warmth of his long 
friendship with the man he called 
“elder brother" and it appeared that 
the election of Chernenko às Soviet 
party leader in February was wel- 
comed in Mongolia with some relief. 
Andropov had favoured the improve- 
ment of relations with China, whereas 
the Soviet Union under Chernenko's 
general-secretaryship has gradually — 
been drawing back from new initia- 
tives with Peking. 

Mongolia and the Soviet Union have 
had no significant differences of opin- 
ion on relations with China, but as the 
Soviet-Chinese talks got under way 
again earlier this year, there were signs 
of nervousness in Ulan Bator that a 
Moscow-Peking deal might be done 
behind Mongolia's back. The Mongo- 
lians have been very critical of Chinese 


The Andhra baci lash | 


Massive nationwide support for a dismissed chief 
minister catches Mrs Gandhi badly off-balance 


By Mohan Ram in New Dethi 


ndian Prime Minister Indira Gandhi 

has been caught off-balance by the 
nationwide backlash against the dis- 
missal on 16 August of popular Andhra 
Pradesh Chief Minister N. T. Rama 
Rao, who has succeeded in orchestrat- 
ing mass protests and projecting him- 
self as the victim of a power play en- 
gineered by Mrs Gandhi herself. 
Andhra Pradesh is à key southern state 
which has been dominated by Rama 














which will restore Rama Rao to power 
in Andhra in hopes of minimising any 
further damage to the party's image 
before the general election due by the 
end of the year. 

Andhra Pradesh Governor Ram Lal, 
an appointee of Mrs Gandhi who dis- 
missed Rama Rao after declaring the 
loss of his parliamentary majority, has 
himself resigned on the prime minis- 
ter's quiet advice. Shortly thereafter, 
Madan Mohan, leader of the Congress 
(I) bloc in the Andhra assembly, also 

.stepped down under rs from Mrs’ 
Gan ty as the ruling 
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efforts to c btain from the Soviet t 
the withdrawal from Mongolia of 
55,000 Soviet troops stationed there at 
the Mongolian Government's request. 
The Mongolians have seen this troop 
presence as a guarantee of Mongolian 
independence, since they claim that 
Peking still has not given up. Mao 
Zedong's long-term plan to annex 
their country. Montsame said recently 
that “no country that borders on China 
feels secure” and that the Mongolians 
were “alarmed” about Sino-American 
military cooperation. Ti 
However, this. has. not. prevented 
Mongolia from adopting a pragmatic 
approach in inter-state relations with 
China, and a recent outcome of this 
was the signing in Peking in July of à 
border-demarcation agreement. 


bets 


hatever divergence there may be, | 


however, on how best to deal with 
the problem of. China, it. seems clear 
that it was Tsedenbal's. growing au- 
thoritarianism that was finally his un- 
doing. Since he began his campaign to 
"root out weeds" in the Mongolian 
party and state apparatus in December 
1981, a number of prominent Mongo- 
lian figures have been purged on 
charges of corruption or inefficiency, 
starting with the president of the 
Academy of Sciences, Shirendev, and 
including a large number of ministers 
and party officials. In July 1983, vice- 
president Jalan-Aajav, was removed 
from the politburo arid as secretary of 
the central committee, and by year's 
end as vice-president as well. It was 
only at the beginning of this year, how- 
ever, that the Mongolian party journal 
published details of Jalan-Aajav's al- 
leged involvement in an anti-party 


parade his parliamentary following be- 
fore Indian President Zail Singh in New 
Delhi. Rama Rao came to the federal 
capital accompanied by more than half 
of the 295 members of the state assem- 
bly after Lal refused to call an urgent 
session of the assembly at- which the 
deposed chief minister could demons- 
trate his claim to retain the majority 
necessary to rule. Instead, Lal had 
Rama Rao arrested and swore in Bhas- 
kara Rao, leader of a breakaway 
Telugu Desam faction supported by 
the 57-strong Congress (I) bloc. 

Rama Rao's six-day campaign, 
launched on 26 August in New Delhi to 
dramatise the illegal manoeuvres to 
depose him, was backed by widespread 
popular protests throughout the coun- 
try: more than a million people dem- 
onstrated in the four states under non- 
Congress rule. 

The national opposition parties, 
which did little when the centre top- 
pled non-Congress state governments 
in Sikkim and Jammu and Kashmir, 
seized on the Andhra case as a graphic 


example of what they call Mrs Gan- , 


dhi's arbitrary and anti-democratic 












plot dating back 20 years. One of the 
charges against him was that he had 
plotted to replace Tsedenbal. 

It is interesting to note that the cen- 
tral committee meeting which deposed 
Tsedenbal and was said to have been in 
“complete unanimity and cohesive- 
ness" over the election of Premier Jam- 
byn Batmonh as Tsedenbal's successor 
as party general secretary stated that 
this "resolved the issue of the con- 
tinuity of party leadership with full ac- 
countability to the party and people," 
implying perhaps that such accounta- 
bility had not been forthcoming under 
the previous incumbent. 

Batmonh, 58, is a graduate of the 
Soviet Communist Party's Academy of 
Social Sciences. In the 1950s and 1960s 
he was vice-rector and then rector of 
the Mongolian Higher School of Eco- 
nomics and then the Mongolian State 
University. In 1973, he entered Mongo- 
lian political life, taking over leader- 


methods. There is more than a whiff of 
the hated 1975-77 Emergency period 
in the way opposition parties have 
been driven out of office in a number of 
states over the past year, opposition 
supporters feel. 

Mrs Gandhi initially tried to remain 
aloof from the controversy, but this 
only backfired. Her bland assurances 
in parliament that she was not privy to 
the Andhra governor's decision — nor 
to her local party members' plans to 
cooperate in toppling Rama Rao — 
were read as an endorsement of what 
the press described as Lal's blatant 
disregard for established constitu- 
tional procedures. She implied that 
state governors are immune to criti- 
cism, a notion denounced by The 
Statesman as “an archaic monarchic 
concept” which only served notice to 
all chief ministers that they were in of- 
fice not by virtue of election but by 
grace of the prime minister's own ap- 
pointees as state governors. 

Meanwhile, Bhaskara Rao encoun- 
tered unexpected difficulties in pro- 
ducing the legislators necessary to 
back his claim to command the major- 
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partment of the party central commit- 
tee. In June 1974, after only 34 days as 
deputy premier, he was appointed pre- 
mier — in place of Tsedenbal, who had: 
just taken over the presidency: Bàta 
monh was then also elected to, the 
politburo. / f $o 

The new leader would appear to be 
essentially a technocrat. To date there 
has been little evidence of the kind of; 
theoretical and political articles and 
books by him that are usually as* 
sociated with top party leaders in com-- 
munist countries. On the other hand, 
he has had day-to-day control of the 
economy and has travelled widely in 
the Eastern bloc and Third World 

Whether or not Batmonh turns out to. 
be a stop-gap appointment only time , 
will tell, but a development worth 
watching is the emergence of central 
committee secretary Tserendashiyn, 
Namsray, who at the central commit- 
tee meeting which deposed Tsedenbal 
was elected a full member of the polit- 
buro, skipping the usual candidate 
membership. The 45-year-old Nam- 
sray, a graduate of Leningrad Univer- 
sity, was promoted to the post of party 
secretary in December 1983. He had 
been head of the general department of 
the central committee since 1970, and 
as such occasionally travelled abroad 
with Tsedenbal with the official title of 
adviser to the general secretary and 
president. Namsray was elected to 
membership of the presidium of the 
People's Great Hural in December © 
1982. Before his political career began, l 


he worked as a correspondent for the — - 


Mongolian newsagency and the offi- 
cial Daily Unen in both Moscow and 
Peking. ü 
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ity. Many of the signatures on the peti- 
tion Bhaskara Rao presented to Lal to 
substantiate the alleged defections 
were publicly denounced as forgeries 
by some of those who travelled to New 
Delhi in support of Rama Rao. 

Bhaskara Rao, it appeared, had 
overestimated the strength of induce- 
ments in cementing his coalition, and 
underestimated the popular hostility - 
in Andhra to what was read as a con- 
stitutional coup directed from New 
Delhi. When Mrs Gandhi called upon, 
the new chief minister to demonstrate 
his majority in a special session before. 
the end of the August — Lal originally 
set the deadline in the middle of Sep- 
tember — the embarrassed Bhaskara 
Rao declined. 

Mrs Gandhi is now in an awkward 
position. Having conceded that Bhas- 
kara Rao's legitimacy is inversely re- 
lated to the time it takes for him to pro- 
duce a majority on the floor of the state 
assembly, she has little choice but to 
continue calls for an early test; but this 
may force Bhaskara Rao, whois not yet - 
sure of his strength, to either quit or be 
defeated in an assembly vote. 
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Sri Lankan troops: a reign of terror. 


The killing continues 


Evidence is mounting that army units are setting fire 
to Tamil dwellings in the Jaffna area 


By Rodney Tasker in Jaffna 


he Sri Lankan army major emerged 

through the thick smoke of a burn- 
ing building and said: "The terrorists 
are setting fire to houses to discredit 
us." Then, surrounded by his troops, he 
ordered this correspondent and three 
colleagues not to take pictures and said 
we would have to be escorted away. 

All evidence pointed to the fact that 
the army itself had put the torch to the 
buildings in the Tamil farming town of 
Achcheveli — about 15 km north of 
Jaffna — to retaliate against the deto- 
nation of a land mine by Tamil milit- 
ants. The incident illustrated what ap- 
pears to be a pattern of Tamil attacks 
on security forces followed by army re- 
prisals against Tamil non-combatants 
in this sad, violence-torn northern 
peninsula of Sri Lanka. 

Six soldiers had been killed when 
their truck ran over a terrorist land- 
mine south of Jaffna in early August. 
Army retaliation a few days later in- 
cluded the burning of more than 100 
shops and houses and the killing of 
several Tamils in the port town of 
Mannar, 80 km south of Jaffna. Scores 
of homes had been destroyed by the 
army in the northern fishing town of 
Valvettiturai after two Sri Lankan 
navy men had been shot by militants 
there. 

The government has admitted that 
troops went on a rampage in Mannar 
and said the 33 culprits would face 
courts martial. But any subsequent 
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burning of houses was officially attri- 
buted to the Tamil separatists, whose 
hardcore: numbers in the Northern 
Province the government puts at 300- 
500. 

Information from the area has been 
sketchy, with foreign journalists rely- 
ing on exaggerated Tamil reports and 
government denials to paint the pic- 
ture of the latest in a long history of 
communal violence between the 
Tamils, who comprise a 2.5 million 
minority in Sri Lanka's 15 million 
population, and the majority Sinhal- 
ese. 


B ut when this correspondent, a two- 
man Visnews TV camera team and 
a correspondent from the Indian Ex- 
press arrived in Achcheveli on the 
morning of 25 August, we surprised the 
Sri Lankan army in the middle of a 
counter-terrorist burning operation. 
We had been drawn to the scene by the 
sound of a large explosion, which later 
turned out to be the detonation of a 
large landmine on one of the town's 
roads by Tamil terrorists. It had appa- 
rently been set off in haste by *the 
boys," as the Tamils call them, on 
learning that the army was approach- 
ing the town after an intelligence tip. 
No one was hurt in the explosion, but 
the company of troops who arrived in 
eight armoured vehicles proceeded to 
set four shops and houses on fire. We 
arrived before the burning started. As 





we walked along a road in the heart of 
the now-deserted town towards the 
troops, a British-made Ferret scout car 
at an intersection swung its 50-calibre 
machine gun towards us, and three sol- 
diers in full combat gear quickly 
crouched into the firing position. 

Mindful of widespread reports from 
the local Tamil population of indis- 
criminate shooting by the feared army, 
we halted 25 yards from the troops as 
an armoured car drove into sight and 
trained its cannon on us. 

After à 10-minute standstill, one of 
the soldiers waved us away and we 
withdrew to our original position in 
the town square, just out of sight of the 
troops. Shortly afterwards, a group of 
soldiers made their way down the road 
towards us, hugging the walls in com- 
bat fashion. When they arrived, a 
young officer with a radio summoned 
our young Tamil driver and asked: 
"Are you Tamil or Sinhalese?" 

The driver, evidently terrified and 
with his hands high above his head, re- 
plied that he was Tamil. He was then 
told in English to drive us up the road 
towards the main concentration of 
troops because the commanding of- 
ficer, whom we later learned to be Maj. 
P. A. Karunatilake, wanted to see us. 

As we obeyed the order and drove 
slowly towards the intersection, the 
armoured car's turret inched around to 
keep its cannon trained on our vehicle. 
When we arrived, we saw, for the first 
time, smoke billowing from at least one 
building. 

Karunatilake was obviously not 
pleased to see us, telling us that we 
would have to leave the town in an 
armoured convoy. We were taken to 
nearby Kakesanturai police station 
where the major took down our jour- 
nalist identifications and handed us 
over to the police. 

Secretary to the minister of state 
Douglas Liyanage had confirmed, in 
an interview with The Jerusalem Post, 
that five Israeli officials were cur- 
rently in Sri Lanka and that Colombo 
was benefiting from Israel's expertise 
in anti-terrorist intelligence. The gov- 
ernment, answering questions about. 
the Israeli presence here, had previ- 
ously been vague about the relation- 
ship, the two countries having no dip- 
lomatic relations. 

Following Liyanage's unauthorised 
interview, observers in Colombo 
speculated that the government's ap- 
parent policy of reprisals in areas in 
which Tamil terrorists were showing 
themselves to be operating, including 
the burning of homes, may be part of a 
strategy suggested by the Israelis. Is- 
rael regularly uses reprisals against 
non-combatants to discourage support 
for Palestinian insurgents. Be that as it 
may, only time will tell whether the 
tactic succeeds in stamping out what is 
evidently widespread support for the 
terrorists in the northern Tamil com- 
munity, or whether it hardens further 
Tamil hostility. oO 
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The Sirius sledge patrols and their Rolex watches 
are deep frozen most of the yeat 
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Greenland is the largest island 
in the world. 

840,000 square miles of 
unrelenting, unforgiv- 
ing wilderness which 
lies mainly within the 
Arctic Circle. 

A fierce landscape 
of snow, rocks and 
frozen fjords which is 
virtually inaccessible 
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constructed it yourself). 

The patrol is composed of 
volunteers from the Danish 
navy, and there is no 
shortage of applicants 
for this exciting job. 

They work round 
the clock, seven days 
a week for 25 months. 
Mail and provisions 
arrive once a year. On 


piece of their arctic equipment. 

And a Rolex Oyster 1s one 
piece of equipment considered 
to be vital. 


Arctic Ocean 


Greenland 
Sea 





save for a few brief patrol, temperatures 
weeks when breaks in the sledge patro's can drop to 50° below ) 
ee z inspection area . J^ 
the arctic ice pack will zero, and blizzards are [n such savage conditions — 


allow a ship to make a difficult 
and dangerous passage. 

The landscape has a savage 
beauty — when you can see it! 
The sun sets in mid-November; 
then bitterly cold darkness 
descends for three to four 
months. The total population 
of Greenland is a mere 47,000 
people. The north eastern area 
is completely uninhabited. 

Save for the men and dogs 
of the Sinus patrol. 





From Daneborg, the sledge 
patrols set out, pulled by locally 
bred dogs. The sledges are 
home built (much easier to 
repair in the wilderness if you 


the unpredictable fluctuations 
in temperature, the wind, the 
snow, the thousands 
of kilometres of bone- 
| shaking, exhausting 
" sledge journeys — an 
m=, Oyster can be relied 
149 upon to keep going 
2 with dependability 
and precision. 

And as they say 
“The nearest watchmaker is 
several months 


away... Wi 


frequent. A regular discomfort 
is the Greenlandic "piteraq" 
wind which blows for 
several days at a speed 
of over 180 kph. | 
These men regard 
themselves as neither 
heroes nor supermen. 
They say the 16,000 4, 
kilometres of coastline $ 
are not dangerous 
“providing that you use your 
training and your experience, 
...exercise caution at all times 
...and have a bit of luck!" 
The men themselves are 
responsible for 
choosing every 










Pictured: The Rolex GMT-Master. Avatlable tn 18ct. adn stainless steel, with matching bracelet 
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Technology is just another word for tools. 

A ladder and a silicon memory chip are equally 
elegant illustrations of what that means. They allow people 
to do work that might otherwise be beyond their reach. 

IBM is in the business of improving tools (though we 

do spend more time on memory chips than on ladders). 
Our million-bit chip has the largest capacity ever 
produced on an existing manufacturing line. We 
developed disk and tape drives for transferring data at a 
record rate of three million characters per second. The 
electronic packaging in our lar gest computers is the 
densest in the industry. 

T hat IBM can claim diese individuel accomplishments 

New recor ds are set all the 
"time i in our industr y and we expec t to continue setting 
them ourselves. x 

But there is a message. inthem. — 

It's a message about a company's resolve and its 
ability to recognize what kinds of tools you need. 

Resolve means having the r ight people and giving 
them the right kind of support. — 

Resolve also means committing to the tough business 
of technology: exploring promising but uncertain ideas. 
pursuing flashes of insight but never straying from 
the certain rewards of improving tools one step at a time. 

Recognizing the kinds of tools you need means 
understanding the kind of work you do. That’s true whether 
our tools serve you, your company or your country. 

If you're looking for a company that will provide the 
technology you need when you need it, you can look at the 
records we’ve set today. 

| But you might also look at the IBM record itself. It's 
an unparalleled display of the tools you've needed. 
| One step at a time. zzz =" 
























The Royal Orchid, Bangkok. 
We share your views on business. 













Any hotel should be able to provide secretarial 
services. We instead offer a fully-equipped business 
centre. And guestrooms that can accommodate private 
business meetings without anyone having to perch on 


the end of the bed. 


There's also an executive writing table (not to 
be confused with the dressing-table) 
with telephone to 


hand. 
How- 


ever, you 
need a 
peaceful 
night's sleep, 
too. At a price y? 
that won't give c— | 
you sleepless ones. € SP 













So you'll appreciate our relaxing 
riverside location. Complete with garden 
terrace, pool and tennis court. 


There are ten restaurants and bars — 
including Japanese, Italian and a superb Grill. 
Or take the launch across to our Thai theatre 
restaurant . . . and the health centre/sports complex we 
share with our sister hotel, The Oriental. 


Our staff combine 
well-trained efficiency with 
intuitive Thai warmth. . . 
and both business and the 
bright lights are only a few 
Baht away. 


The Royal Orchid, Bangkok. 


A member of Mandarin International Hotels. 


Hong Kong: The Mandarin, The Excelsior, The Royal Garden. Macau: The Excelsior. Bangkok: The Oriental, The Royal Orchid. 
Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: The Oriental (1985). Kuala Lumpur: The Oriental (1986). 
For reservations, call *The*feadingfHotels of th*World or your travel agent 






the 
stringent national budget, Chinese 
businessmen had to be encouraged to 
invest their capital locally if Indonesia 
was to achieve the targeted 5% growth 
of the gross domestic product during 
the next five years. But in fact these 
businessmen were being made jittery 
by an uncertain investment climate. 
For example, stringent tax laws were 
introduced and there were several 
causes célébres in the courts, involving 
alleged tax frauds by prominent 
Chinese businessmen. Clearly the 
Chinese businessmen needed to be 
reassured that they would be duly re- 
warded for contributing their talents 
and capital, even while they were ex- 
pected to become more truly Indone- 
sian. 

Some see security as well as econo- 
mic reasons behind the government's 
current drive for better race relations. 
Top security officials feel that ethnic, 
religious, racial and ideological differ- 
ences are still potentially the most seri- 
ous destabilising factors politically 
and that among these the racial ones 
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Chinese youths in Indonesia: 


have been the hardest to overcome, ac- 
cording to one observer. Moreover, if 
the Chinese, who are supposed to be 
“economically strong,” are seen to 
benefit greatly from the next phase of 
development while the “economically 
weak" indigenous people stagnate, 
that situation could be exploited by 
anti-government elements. 

Some feel that resentment of suc- 
cessful Chinese businessmen may ac- 
tually be on the rise. But in fact, not all 
indigenous people are poor and not all 
Chinese are rich — thus the current as- 
similation drive is trying to do away 
with the essentially racial concepts of 
pribumi and non-pribumi, which carry 
misleading and dangerous economic 
connotations, and to establish new 
categories (big, medium and small 
businesses) based purely on objective 
criteria such as sales and net worth. 

Some Chinese have reacted scepti- 
cally to the assimilation drive, saying 
that if only words are changed but dis- 
crimination continues, it will not do 

them much good. On the other hand, 
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ce of ‘the oil slump and more 













anti-Chinese have warned against 
banning expressions which they claim 
reflect reality. But on the whole, the 
new momentum towards assimilation 
has been welcomed, particularly by the 
Chinese community. In the past, na- 
tional leaders did not like to be con- 
sidered pro-Chinese and so avoided 
the risk. 
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ow Murdani and other top officials 

have made a clarion call to end di- 
visions based on race. Suharto did not 
mention assimilation directly in his 
annual Independence Day speech but 
his heavy emphasis on private-sector 
investment, his appeal for understand- 
ing that the benefits of economic 
growth in the next phase may not be 
evenly distributed immediately and 
his assurance that the government will 
continue to assist the economically 
weak groups were apparently enough 
to convince many Chinese that he 
firmly supported the assimilation 
drive. There is a feeling that with the 
government's renewed commitment to 
assimilation, long-standing feelings 


and attitudes against the Chinese may 
perhaps give way more rapidly. 

In a significant new development, 
Vice-President Umar Wirahadikusu- 
mah and Murdani welcomed the deci- 
sion by the Indonesia Indigenous Busi- 
nessmen's Association (Himpunan 
Pengusaha Pribumi Indonesia), led by 
Suharto'shalf brother Probosutedjo, to 
change the word pribumi in its name to 
putera, or sons. Thus the association s 
acronym Hippi will not change but the 
organisation will tone down its 
pribumi militancy — though Prob- 
osutedjo told the press that at first some 
“fanatical” regional members opposed 
the change of name. He also said that 
the Hippi national conference to be 
held in Medan at the end of August will 
be attended by several ministers — a 
sign that the government is well dis- 
posed to the organisation. 

That the government was not simply 
playing a game in semantics was dem- 
onstrated recently when cabinet 
ministers concerned with political and 
urity | affairs decided that the 
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no longer be handled by the 
Problems Coordinating Agency at the 
state intelligence body, Bakin. The 
home affairs minister and the semi-of- 
ficial advisory body formed by the 
Chinese community, the Institute for 
Fostering National Unity (Bakom- 
PKB), are now charged with the task. 
This was a major breakthrough for 
the Chinese community leaders who 
have long argued that the assimilation 
of the Chinese into mainstream In- 
donesian society was a domestic prob- 
lem, to be separated from. problems 
surrounding Jakarta-Peking relations 
(which have been suspended since 
1965) and from the so-called Overseas 


| Chinese problem. It was also stressed 


that Chinese assimilation was part of a 
more general problem of national inte- 
gration, not a problem of internal secu- 
rity. 

The plan is to upgrade Bakom-PKB, 
attaching it directly to the home affairs 
minister (rather than to one of his di- 
rectors-general as now) and to reor- 
ganise its structure and personnel, A 
Chinese Indonesian of national stature 


| may take over the chairmanship from 


Kristoforus Sindhunata, who has 
tirelessly appealed for equal treatment 
for the Chinese vis-à-vis government 
and society and for voluntary and aes 
tive assimilation vis-a-vis the Chinese 
— but, according to some observers; 
not always effectively 

Together, the home affairs minister 
and Bakom-PKB are expected to come 
up with cohcrete programmes for 
further assimilation. The Chinese com- 
munity leaders are likely to emphasise 
contributions to train national entre- 
preneurs, establishment of a system 
where big businesses, without coer- 
cion, can help smaller ones and greater 
Chinese participation in common So- 
cial activities 

Results of a public-opinion poll ap- 
pearing in the Independence Day issue 


| of the weekly Tempo magazine showed 





63.8% of the respondents still believed 
that the Chinese Indonesians domi- 
nated the country’s economy. An over- 
whelming 97.5% said that the presi- 
dent of Indonesia had to be a native In- 
donesian and 80. felt the same 
about ministers (the New Order regime 
has never had a Chinese cabinet minis- 
ter) 

But while 26.4% thought the terms 
pribumi and non-pribumi should be 
retained and 28.3% preferred alterna- 
tive expressions, 24.8% said that such 
distinctions were not necessary. Inter- 
marriage and participation in social 
activities were thought to be the best 
ways to achieve assimilation. Some 
hard-line Muslims felt that the 
Chinese should embrace Islam if they 
wanted to be accepted 

There was no comparable earlier 
poll, so it is not possible to discern 
trends. But the Tempo survey suggests 
that while the Chinese problem cer- 
tainly persists, it has become more 


manageable. o 
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til 1 intner in Pu Mya Lu 
‘he Karen National Union (KNU), 
which has been in open rebellion 
against the Burmese Government for 
more than three decades, is under 
vere pressure from Rangoon. Not 
only i isthe KNU being hit hard militar- 
y, but the government is also seeking 
| cut off its revenues from levies on 
black-market goods. moving into 
Burma from Thailand. 

Life in this small refugee settlement 
n the Thai-Burmese border at the 
onfluence of the Salween and Moei 
ers has: alivays d been ET But it 


deterinined. aifensives in many 
irs against the KNU and its armed 
ng, the Karen National Liberation 
(KNLA). The fighting, lasting 
re than six months, has driven 12- 
00 civilians into a number of tem- 
i camps in Thailand — some of 
-to this older, semi-permanent 
ement of 40 or 50 houses. 

ood, especially rice, is scarce, since 
xttlement is surrounded: by hills 
h are difficult to cultivate. Many 
e are suffering from malaria, 
ion and gastric complaints. 
\id has been provided by private 
| ity organisations in Ma- 















OT e Western voluntary agencies — 
them the French Médecins sans 







chaotic situation along the Cam- 
n border under control, Thai- 
d, once again, has become the reluc- 
it host to yet another influx of re- 
gees, with no solution to this prob- 
iin sight within the foreseeable fu- 








Across the border, the offensive 
began. successfully for the Burmese 
Government troops with the capture of 
the KNLA base of Mae Tha Waw on 24 
anuary, Encouraged by this, they con- 
nued in February with attacks on the 
bel camps at Klerday and Maw 
Okay, further down on the western 
banks of the Moei. After the fall of Mae 
Iha Waw, it had been suggested that 
the Burmese army expected a clean 
sweep — camp by camp — from north 
o south. But the Karens put up an un- 

















ernment troops. got bogged down for 
“months at Maw Pokay, achieving little 
and suffering heavy losses of men and 





| iai intelligence: sources es- 
Burmese had ou : 


the Philippines, as well as- 


res. Having brought the previ- 


ectedly stiff resistance and the gov- | 

























he Karen rebels, after 35 years of fighting, are 'e reeling from a 
in offensive which has cut off their money supply 


day or Maw Pokay, the Burmese 
widened the front, attacking Maela, 
Wangkha, Phalu — and even Three 
Pagodas Pass, in the far south opposite 
Thailand's Kanchanaburi province. 

The only other camp to fall to the ad- 
vancing government troops was the 
one at Three Pagodas, which was cap- | 
tured on 5 May, though these forces 
were driven out two days later when 
Karen reinforcements arrived. The 
government army units besieging 
Phalu also have been pulled out. Fight- 
ing at Klerday has died down and the 
Burmese now seem to be concentrating 
all their efforts on the three camps of 


Wangkha, Maela and Maw Pokay, 


which are located north of the Thai 
border town: of e Sot. 


H 


ed as “unusually high," and the fact the 





owever, despite casualties. Which 


government troops actually may have 


captured little territory, the offensive 
appears to have been a significant step 
forward in Rangoon's decades-long 
war against. the Karen insurgents. In- 
deed. the” present. campaign has 
achieved its main aim: to str angle the 
Karen rebel ec nomy, which is based 
on à 5% tax Dm the lucrative | con- 


















one Rangoon-based source deserib-. 
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called minister of finance i in the Karen 
rebel government — told the REVIEW 
that total takings at the dozen or so 
"toll gates" along the Thai-Burmese 
border (plus income from mining and 
logging) amounted to approximately 
Kyats 500 million (US$64 million at 
the official rate of exchange) before the 
fighting started. “Now it is down to 
Kyats 1 million a month, since only 
Phalu, the Three Pagodas and some 
smaller gates in the south are in use. 
Our mines and sawmills have closed 
down," he said. 

Asked.how the Karens could con- 
tinue to fight on, he said that they had 
reserves of money, arms and ammuni- 
tion *tolast for two or three years" — a 
point also made by several other. Karen 
leaders. However, some of these lead- 
ers privately admit that things are get- 
ting tougher and would worsen as the 
fighting continues. Now, for the first 
time, the Burmese army seems intent 
on maintaining a presence throughout 
the rainy season a the Moet riv 
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Rangoon, | 






i | reported, i jusin 





a m. Se. ie Sue: 
have opened the town of 
Myawadi to. black-marketeers. 
One local source claimed that 

 army-protected convoys of up to 
100 cars and lorries have arrived 
from Moulmein via Kawkareik 
to Myawadi, and returned. with 
goods which were previously 
funnelled through the Karen- 
held checkpoints — also obvi- 
ously an.attempt to undermine 
the Karens' economy. 

More goods are going into 
Rangoon by boat from Penang in 
Malaysia, bypassing the Karen 
tax stations. ABurmesetraderin 
Penang recently told this corres- 

 pondent that he carried high- 

. quality rubber from Rangoon to 
Malaysia and. mostly electronic 

goods back again. However, this 

apparently i isnotenough to com- 
pensate for thedeclinein the vol- 

. ume of trade in consumer goods 
caused A the present fight- 


































gion south of Rangoon and the Pegu 
Yoma mountains to the north of the | 


capital. The Karens finally were dri- 


ven out of the delta in 1971, following 
a series of annual major offensives, 
which began in earnest with the Hsin- 


Min (King of Elephants) operation in | |i 
1966. In 1975, the Karens — along with | 


the Burma Communist Party and some 
other armed groups — had to leave the 
Pegu Yoma and their last troops in 
the Karen areas of Burma's heart- 
land were evacuated to the eastern 
hills. | | 


ttempts by Karen forces to retake 
these former strongholds have not 
been successful. A Karen expedition to 
Pegu Yoma in February 1983 proved 
disastrous and an attack on the town of 
Kyaikto late last year ended with the 
rebels making little headway, as did a 
similar raid on a fishery station in 
Tavoy in April. x 
A time-bomb planted on a train to 


Rangoon in January exploded prema- - 


turely — and disastrously — at the pre- 
dominantly Karen suburb of Insein, 
killing several people and wounding 
others. Some observers commented 
wryly that planting time-bombs on 
Burmese trains, which are notoriously 
unpunctual, was rather an optimistic 
thing to do. B 


Seeing their fortunes decline and the 
situation. along the Moei river de- 
teriorating, the KNU leaders convened 
an emergency meeting at their head- 
quarters of Manerplaw in late July. 
This was followed by a military com- 
manders' conference at which self- 
criticism reportedly was rife. One par- 
ticipant at these meetings said that the 
Karens had paid too much attention to 
defending fixed positions — such as 
Maw Pokay, Wangkha and Maela — 
and underestimated the importance of 
cutting the Burmese supply lines from 
Moulmein up to the frontline. 

Voices also were said to have been 
raised in favour of theopening of a new 
front to the south, which could involve 
the building up of a new stronghold in 


Tavoy and Mergui districts of Tenas- | notably the Kachins in the north. 
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Tavoy via Mergui to Moulmein, and thi 
railway down to Ye. This could be on 
of the reasons the 10th Battalion area 
has been the only Karen rebel te ; 
which has not been affected by ther 
sent Burmese offensive soflar .- 
But whatever the Karens d 
do, they had better do it fast 
or no reserves, they clearly ca 
on like this for much long 
Lu, the refugees are p 
when heexpected to re 
village, a 38-year-old 
“Maybe never. Only G 
Analysts claim the Karel 
breaking the present dea 
io a great degree on their 2 
coordinate their military action wi 
other ethnic rebel armies in Burn 
































When you are in the food or drink 
business, you constantly have to keep up with 
new food trends, products and ideas. 
Unfortunately that can cost your company 
alot of time and money 

Thats why the clever businessman 
wouldnt dare miss the chance to see food 
and drink products from Australia, the South 
Pacific, Europe and the rest of the world, 
conveniently displayed under one roof. 

| Its the Australian International Food 

Exhibition. A specialised 
gives you a giant choice of business ideas. 


Right now companies from all over the © 


world are gearing up to attend. 


* 


Not only to display their products, 


and meet new suppliers. 


e only. 












trade only event that | 


Melbourne Vic 3004 


butalso seek out new trade opportunities, — Telex 39329 


And if youre as hungry to do busines 
as these companies are, youll be there too. 

The show will be held in Melbourne 
Australia, from 20-23 October 1984. | 

The Australian International Food 
Exhibition. 

Four days of shopping youll never 
forget. 

For further details and an invitation 
ticket contact: 
Noel Gray 
Australian Exhibition Services Pty Ltd | 
Suite 3.2 Illoura Plaza 424 St Kilda Road 



















Phone: (03)267 4500 
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eart of the Golden Triangle 
semi-autonomous status. It 









e within a state where Thai juris- 
ction was limited to a special army 
nit and where the economy was f uel- 
by opium and cross-frontier trad- 









dt was only natural, therefore, that 
ién the Thai Government unveiled a 
ew policy towards the KMT remnants 
n early June, it sent a wave of anxiety 
ippling through Pieng Luang and 
ther settlements across northern 
ailand. Thís anxiety only now is be- 
ng to diminish as the KMT ele- 














ange in their adopted homeland. 
nder a series of measures approved 
‘the Thai cabinet, Pieng Luang, the 





p and 11 other border districts in 
northern provinces of Chiang Rai, 
ang Mai and Mae Hong Son are 

‘placed under tighter government 
ol. Chinese-language schools face 
re, arms still in the KMT's posses- 


Chinese with Thai. citizenship 


| traditional source of income 
g- the relatively - prosperous 
es communities. one 
the same time, the Supr eme Com- 


was responsible. for overseeing 
hinese "refugees" (as they are of- 
ly called) has been taken over by a 
sk force, codenamed 327, which 
les. under the jurisdiction of the 
tsanuloke-based 3rd Army Head- 


l'he thinking behind the administra- 

e change seems clear: Bor Kor 04 
established during a period when 

fficial Thai policy was to use the KMT 
nd also Burmese rebel groups as a 
ulfer against a possible link-up be- 
een the Communist Party of Thai- 
and (CPT) and the Burma Communist 
arty. That policy has now been trans- 
ned and government leaders obvi- 
sly feel it is time for a spring-clean. 


nel who do not have the same 


ling lines of friendship with 


prity to she KMT border ud 
T: capa not only. by 


s'this small border town T. 


in fact, a Kuomintang (KMT)-run 


remnants accept the reality of 


y KMT headquarters of p 


| must be surrendered and any. 


¿have his- papers revoked if he is. 
nd to be engaged in opium traffiek-- 


; 's Bor Kor 04 office, which for. 


hat end, they are introducing new | 
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in the: past had a necessarily lower 


order of priority. > 
But the trigger for the move was un- 
doubtedly the bombing of KMT leader 
Gen. Lee Wen-huan's residence in the 
heart. of the Chiang Mai provincial 
capital on 11 March this year — a ter- 
ror attack which is widely believed to 
have been carried out by the Shan 
United Army (SUA) of Chang Shee-fu, 
alias Khun Sa, and which was a 
dramatic illustration of their decade- 
long rivalry in the opium business. 
Despite assurances they gave under 
a 1972 resettlement deal, many KMT 





are still engaged in narcotics s trading. 


And after Thai troops pushed Khun Sa 
out of his Ban Hin Taek border head- 
quarters in a bloody battle two-and-a- 
half years ago. (REVIEW, 19 Feb. °82) it 
seemed only a matter of time before the 
authorities turned their attention to 


the KMT as well — if only to ward off 


criticism that they were not being 
even-handed in their approach to the 
narcotics problem. 

The Thai Government. is also irri- 
tated that the Thai language is not 





he hill tribes, poppy- -fields md 
| jungle-clad mountains of northern 
Thailand attract thousands of foreign 
trekkers every year. And many of those 
visitors are surprised to find in the val- 
leys small Chinese settlements, with 
orchards, irrigated rice-terraces, a 
grocery shop and usually also a distil- 
lery. 
The language spoken among the 
Chinese in the northern hills is not 
Teochew as in Bangkok, but rural Yun- 
nanese. And it is in these little islands 
of civilisation in the middle of the 
wilderness that most of the remnants 
of the old Kuomintang (KMT) army 
live today. | 
Driven out of China by the com- 
munists in January 1950, the Yunnan- 
based 93rd Division, the 26th Division 
and the legendary Gen. Li Mi's 8th Re- 
giment — usually somewhat errone- 
ously lumped together as “the 93rd" — 
arrived in Burma's southern Shan 
state and ensconced themselves in the 
hilly region surrounding Mong Hsat, 
close to the Thai border. 

| nese B ndun to the 



















ards and opium: 


Pails of the once-powerful KMT force in Thaila 
now less interested in bullets, more in business 


| ever, 
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solved, most of the Chinese of Pieng 
Luang and other border settlements in 
the north are scarcely in a position to. 
bargain. over the new directives from 
Bangkok. 

Thailand can hardly be described as 
a rigid and disciplined society, how- 
and experts generally believe 
there will be room for flexibility and 
adjustments on both sides. As one 
Pieng Luang inhabitant put it: “The 
Chinese are like bamboo. They can 
sway with the wind.” 


he school in Piéng Luang has already 
fallen into line behind the na- 
tional educational policy, which 
means that Thai is the medium of in- 
struction from 8 a.m. to 2 p.m. But 
classes in Mandarin are still held 
between 6 a.m. and 8 a.m. and from 
3:30 to 6:30 in the afternoon. The 
textbooks and other reading materials 
for the latter curriculum are supplied 
by the Taiwan Government and the 
standard of education is reputed to be 
so high that even Chinese families in 
Bangkok send their children to the 
KMT-run schools in the northern hills. 
Given the rich cultural heritage of 
the KMT Chinese and their geographi- 
cal isolation, it seems highly unlikely 





er nents of the United States, Taiwan 
and Thailand, little was done to re- 
move these uninvited guests from the 
Shan hills. Some, it is true, were 
evacuated to Taiwan by special air- 
craft, with much pomp and cir- 
cumstance. But at the same time rein- 
forcements were being flown in to 
Mong Hsat on nightly flights. 

The number of KMT soldiers in the 
Shan state thus increased from 4,000 
in 1950 to 12,000. by the end of 1953. 
This “secret KMT army” tried no fewer 
than seven times between 1950 and 
1952 to invade Yunnan, but was re- 
peatedly driven back into Burma. The 
Burmese army failed to defeat it, but it 
did manage to drive some elements 
across the Salween river into Wa and 
Kokang districts, traditionally the best 
opium-growing areas of the Shan 
state. 

Opium soon became. an important 
source of income for the KMT, despite 
aid from Taiwan and the US, and KMT 

al opium. trade 
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I ey ae 
they will give up 
traditions, which complete assimila- 
tion into Thai society would require. 
Chinese is likely to remain the lan- 
guage spoken at home, even if the pre- 
sent morning and afternoon classes are 
abolished. And for many years to come, 
the portraits of the King and Queen of 
Thailand will hang alongside those of 
Sun Yat-sen and Chiang Kai-shek in 
Chinese homes. __ 

A teacher at the Pieng Luang school 
told this correspondent that the high- 
est degree of cultural assimilation 
which the central government can 
hope to achieve within the foreseeable 
future is that within a few years there 
will be settlements of bilingual, Thai- 
speaking Chinese in the north. 

In addition to the officially an- 
nounced reasons, there appears to be 
another, more subtle motive behind 
the new policy. Although the govern- 
ment's 12 June declaration mentions 
only the KMT, the steps taken to alter 
their status and keep track of their 
movements will affect not only the 
13,000 Chinese who are classified as 
KMT dependents, but also all members 
of the nearly 20,000-strong Yunnanese 
community in the northern provinces. 

Despite its name, the SUA is also 
dominated by Yunnanese, or "Chin 
Haw" as they are called locally; a sig- 


London Sun- 
day Telegraph. 
"We have to 
continue to 
fight the evil 





T T er of communism 
j^ Pm and to fight 
TU e Si r g 


you need an 
army, and an 
army must 
have guns, and 
to buy guns 
you must have 
money," he said. "In these mountains 
the only money is opium.” 

This classic comment could apply to 
any of the armed groups in the Shan 
state since World War II, including 
the government, which during the 
period 1963-73 allowed its home guard 
units, called Ka Kwe Ye (KKY), to 
trade in narcotics on condition that 
they fought the insurgents. Khun Sa of 
the Shan United Army (SUA) was a 
KKY commander. 

The KMT was ultimately driven out 


Priorat. z 


their language and 


THAILAND 





nificant number formerly served with 
Gen Tuan Shi-wen, whose forces vir- 
tually disintegrated after his death 
several years ago, and today Khun Sa s 
army apears to have not only recov- 


ered but to have grown considerably 


since being pushed out of its northern 
Thailand headquarters in January 
1982. The bombing of Lee's home was 
only one example of the SUA's unpre- 
cedented boldness: there has also been 
a string of assassinations carried out 
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of the Shan state in 1961 after fierce 
fighting. Although the then Burmese 
prime minister, U Nu, has always de- 
nied it, it is widely believed that Pe- 
king, on Zhou Enlai's advice, sent more 
than 10,000 troops to fight with the 
Burmese soldiers. Most of the KMT rem- 
nants fled across the border to Thai- 
land, where they were reorganised into 
the 3rd and the 5th regiments, com- 
manded by Gen. Lée Wen-huan and 
Gen. Tuan Shi-wen respectively. 


ee established his headquarters at 

Tam Ngop, northwest of Chiang 
Mai, and Tuan at Mae Salong, further 
to the north. The 3rd and the 5th regi- 
ments divided the Shan state into two 
spheres of interest, mainly for business 
purposes. Leé got the area west of the 
Salween river and the border from 
Fang to Mae Hong Son; Tuan received 
the area east of the Salween and the 
border from Tachilek to Fang. A third 
KMT force, the 1st Independent Unit 
led by Gen. Ma Ching-ko, maintained a 
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Mai occupied by Yunnanese with 
known SUA links, and new roadblocks 
have been established along routes 
leading to the northern border. The 
winding mountain road from the dis- 
trict town of Chiang Dao to Pieng 
Luang, previously a dustbow! in the 
dry season and a muddy, barely negot- 
iable track during the monsoons, has 
now been given a laterite surface, al- 
lowing regular troops to be posted 
closer to the frontier 





presence in Fang in Thailand and at Loi 
Sae in the northern Shan state, report- 
edly working together with Taiwan in- 
telligence 

In the early 1960s, the 3rd Army 
comprised 5,500 soldiers, while the 5th 
was about 3,000 strong and the 1st In- 
dependent Unit had about 500 sol- 
diers. This changed after a resettle- 
ment deal in March 1972, when the 
KMT officially was dissolved and its 
name changed to "Chinese Irregular 
Forces" a term hardly ever used im 


| the northern hills 


Bor Kor 04 was set up to oversee the 
Chinese “refugees,” as they were call- 
ed, by the then Thai national security 
chief, Gen. Prapas Charusathien, and 
placed directly under the Supreme 
Command. Subsequently, about 3,000 
of the ex-KMT soldiers and their 
families were given Thai citizenship. 
The vast majority, however, remain 
stateless. 

[t is difficult to estimate the strength 
of the KMT in Thailand today. Unlike 
the rival SUA. it is not a professional 
army, but a militia composed of villa- 
gers and merchants, each with a gun in 
his hut. It is thus no longer effective as 
a border buffer, and this could be à 
reason why the Thai army now has 
moved in to provide security in an area 
threatened by infiltration from the in- 
creasingly powerful SUA 

— BERTIL LINTNER 
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V A reshuffle of the top leadership is expected, while 
.. the communist party purge continues apace . 
_ By David Bonavia in Peking 


| major scandal in the Chinese Coal 
Ministry presages further revela- 
tions about corruption in high places 
_ as part of the present purge of undesir- 
able elements in the communist party. 
Meanwhile, two ministers of the State 
Council — Chen Muhua and Wu Xue- 
qian, respectively holding the foreign- 
trade and foreign-affairs portfolios — 
are expected to be moved, not on ac- 
- count of any malfeasance, but as a way 
of bringing younger blood into the 
bureaucratic hierarchy. 

Zhao Yuhua, a receptionist at the 
Coal Ministry's bureau for letters and 
visits from the general public, has been 
_ Sent for trial for allegedly extorting 
sexual favours from women who 
- wanted to air grievances with his 
— superiors. Another department in the 
—ministry was said to have recruited 
more than 500 people unsuited to 
_ available jobs: they were mostly under 
— age, and some were as young as 11. Re- 
serving jobs for one's children is a 
— fairly common practice among Chinese 
— industrial workers, but this case goes 
— beyond the normal level of abuse. 

— Tf has not been indicated whether 
— Coal Minister Gao Yangwen, who has a 
_ reputation as a bon vivant, will survive 
_ these disclosures. On the whole, obser- 
- vers believe he will be able to evade the 
— responsibility and keep his job. 
-. The campaign to root out corrupt, 
— inept or leftist members of the com- 
— munist party has shifted into a higher 
— gear in recent weeks, with many pro- 
vincial reports telling of “undesirable” 
— party members being dismissed and in 
— some cases prosecuted. The investiga- 
— tion of criminal acts in the Coal Minis- 
_ try is closely linked to the party purge 
_ conducted at the behest of elder states- 
man Deng Xiaoping, working through 
i party General Secretary Hu Yaobang. 





























- The purge has been slow getting off the 
|. ground because of the amount of pas- 
“4 : i 
Sive resistance, especially in the pro- 
vinces and in the People's Liberation 
_ Army. But the number of people in- 
- vestigated by special teams sent out by 
— Peking and party provincial au- 
_ thorities, and disciplined by various 
_ means, is now in the tens of thousands. 
— his is still a modest figure, consid- 
ering earlier statements that the 
purges could result in the expulsion 
— from the party of up to 16 million mem- 
bers who joined — through irregular 
methods, it is now stated — in the Cul- 
tural Revolution decade (1966-76). 
Total party membership is around 40 
million, a huge increase over 1976, and 
could easily be trimmed were it not for 


the political difficulties of doing so. 

The communist party is thought 
likely to hold a mini-congress of its 
central committee in early October, 
while top provincial leaders are in Pe- 
king forthe big parade planned for Na- 
tional Day on 1 October. Neon illumi- 
nations around Tiananmen Square, 
and new uniforms for some PLA de- 
tachments will heighten the excite- 
ment of the occasion. 

Wu — who successfully negotiated 
the outlines of an agreement on the 


problem of Hong- 
kong with British 
Foreign Secretary 
Sir Geoffrev Howe 
— is tipped to man- 
age a key foreign- 
policy committee in 
the communist party. 
His replacement is 
thought likely to be 
Qian  Qichen, the 
Foreign Ministry's 
leading expert on 
the Soviet Union 
and Eastern Europe. 
Speculation that 
Qian's promotion 
heralds a more positive period in 
China’s relations with the Soviet 
Union at the government-to-govern- 
ment level is naturally being fuelled. 
Wan Li, perhaps the most senior 
supporter of the alliance among Deng, 
Hu and Premier Zhao Ziyang, is 
thought likely to receive his reward in 
promotion to the standing committee 
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€ ;olitburo. C en. no is helc 
the joint foreign-trade and foreign-aid 
portfolios since 1982, is oneof only two 
women on the politburo, the other 
being Zhou Enlai's widow Deng 
Yingchao, who is said to have a per- 
sonal dislike for Chen. The latter has 
never been able to rise higher than al- 
ternate membership of the main 
policymaking body and many believe 
that while Wu will be promoted Chen 
will be effectively demoted. 
Ambassador to Bangladesh Liu Shu- 
qing is thought likely to be the next 
Chinese head of mission in Moscow. 


Some sources say Culture Minister 


Zhu Muzhi is to be moved, as well as 
Defence Minister Zhang Aiping and 
Minister of Radio and Television Wu 
Lengxi, all on grounds of age. 

The aim of the reshuffle seems to be 
predominantly one of rejuvenating the 
leadership, in accordance with Deng's 
well-known policy of encouraging ear- 


her retirement of 
veteran cadres. There 
is so far no sign of his 
using the reshuffle 
to counter what 
some observers be- 
lieve to be a hostile 
attitude towards him 
on the part of Peng 
Zhen, who is charg- 
ed with the super- 
vision of China's 
laws and constitu- 
tion and was the 
first major victim of 
the Cultural Revolu- 
' tion. 

Overthrown by Red Guards in 1966, 
Peng resurfaced in 1979 — six years 
after Deng took over the reins of gov- 
ernment during. Zhou's fatal illness. 
There are said to be signs of hostility 
between the two men, but the idea of 
Peng mounting a credible opposition 
at the age of 82, as against Deng's 80 
years, is somewhat unlikely. 
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At FW Management Opera- 
tions, we specialize in making new 
and existing industrial plants more 
profitable. At any stage, from plan- 
ning through operation, we provide 
management experts to help you. 

We can work with you during 
design, engineering, and construc- 
tion to assure that your plant meets 
performance specifications. We can 
commission your plant and set up a 
maintenance program for you. 

We can assign plant personnel, 
or assist you in recruiting your own 
personnel, locally or worldwide. 
Wecan train your team in manage- 
ment, operations, and marketing. 
And our people will stay with you 
as long as you need them. 

Right now, at an oil refinery in 
Saudi Arabia and a salt plant in 


Uganda, our people are involved in 
both plant operations and training. 

At a fertilizer and chemical 
plant in Bangladesh, we are train- 
ing all craftsmen, operators, and 
supervisors reqyired to construct, 
maintain, and operate the complex. 

At a power plant in Ecuador, à 
refinery in South Korea, and a fer- 
tilizer plant in Egypt, we are help- 
ing to move new plants through the 
critical start-up phase. 

Whatever you produce—paper, 
food, metals, or anything else—we 
can help you. Wherever we go 
around the world, we have the ca- 
pabilities of Foster Wheeler behind 
us and an 80-year heritage of suc- 
cessfully engineering, constructing 
and operating industrial plants. 

So let us become part of your 


team. We can run your ent 
operation for you. Or v 

train your people and t 

ourselves out. Our princip 
are in Houston, Texas; Re 
England; and Milan, Italy 
us and get a running start 


FW Management Operati 
Aldwych House, 2 Bla 
Reading, Berkshire 

RGI 1 AZ, England 
Phone: (0734) 583585 Tek 
Hong Kone—Ocean Centr 
Tel: 3-721-1711 Tlx: 3751 
Singapore—Shaw Centre 
Tel: 733-5216 Tix: RS392 


FOSTER l7 WHEELER 


We'll run your plant for you. 
Or we'll get you off to a running start. 


- x - = 
h 217 D 


Ww 











There's no place like home. Especially after bei ig awa 
for a few weeks on a business trip. oo 

But now, in Singapore, the Ascott Executive Resic de ree e S 
provide a marvellous home away from home. One or two 
bedroom apartments and penthouses individually ded 
for the executive or family who plan to be in Singapore on a 
short or long term basis. 

So we're everything a hotel can never be. Totally — 
and discreet, our apartments feature a fully furnis ge, 
dining room, separate bedrooms and a luxury, importec 
kitchen, fully equipped with everythir ild n 

















knock on your door unless you expect them. 

If you tire of entertaining in your own home, theres a 
ammi 1g pool for residents, and Mévenpick, the 

The location could not be bettered. The Ascott Executive 

Residences are in between the Hyatt and Dynasty hotels, 

close to some of Singapore's finest shops. 
However, we have to admit that we do 

resemble a hotel in one way. Our rentals 

compare favourably to a room in a good j 

hotel. And that's where the similarity ends. af 
For more information, contact | 

The Ascott Leasing Office, tel: Singapore 4 

7320033, or Jones Lang Wootton. doe 
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EXECU AS (SOLE LEASING AGENTS: Gy Jones Lang oco TEL: SINGAPORE 532 


COSGRESIDENCES o THE ASCOTT AR SC TYPTS ROAD: SING APDRE OUO. TEL-SINGAPOR 





Millions of 
phone calis 


convinced 


Belgium to 


cnoose our 
System 12 


telepnone 


LL 





For more than a year, Belgium's telephone administration had 
our System 12 on the line— undergoing rigid tests to prove it could 
handle telephone traffic for Brecht, a suburb of Antwerp. 
mug Nt Y | Meanwhile, a second 
Bx ul E. M oystem 12 was put through 

nih Se "1 g its paces in Namur and 

] successfully cut over. 
| The farsighted Belgian 
telephone administration 
was convinced that 
System 12 answered their 
needs. Now and for the 
future. 

So they ordered 
130,000 equivalent lines to 

wn ANE be installed by IT T's 
y t Ex NN Belgian subsidiary, Bell 
te ‘Wage? lelephone Manufacturing 
After more than a year of trials, Company, over the next 
— A regine — lines two years. 
system with fully distributed contro... What convinced them? 
Simply this. 

System 12 has fully distributed control, the result of $ /00 million 
in research and development by ITT engineers around the world. 

With no central computer, control is distributed throughout! 
the system. So a problem in one place doesn't bring the whole 
system to a halt. 

That's fail-safe. 

System 12 is also fully digital. And digital is the fastest, most 
accurate way to transmit data and voice simultaneously. 

That's important. Because over the next three years, Belgium s 
electronic data networks will grow tremendously. 

And with System 12 equipment, Belgium's telephone adminis- 
tration will easily keep up with advances in technology anc 
population. 

We're glad Belgium chose System 12. Because when it comes 
to telephone exchanges, we can answer the call. 
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INTER: CONTINENTAL SERVICE 


Even in a part of the world where fine service 


is a tradition, ours stands apart. We give the same 
attention to both your business and personal needs. 
l'hat's another Inter«Continental advantage. 


IN THE PACIFIC AND ASIA THE ADVANTAGE IS INTER: CONTINENTAL 


DINTER: CONTINENTAL HOTELS 


BANGKOK. Dramatic architecture and Inter* Continental style and service distinguish the Siam Inter* Continental, situated on 26 acres of former palace gardens. 
COLOMBO. On a splendid beachfront, facing the Indian Ocean, the Hotel Ceylon Inter* Continental enjovs the citv's best location and a superb business center 
HONG KONG. On Hong Kong Island, featuring the city's newest, superbly equipped business center, the Furama Inter* Continental enjovs the best location in the 
Central business district. JAKARTA. Set among twenty-three acres of gardens with sports facilities, tennis, squash and jogging, the Borobudur Inter* Continental is 
considered the business traveller's country club. MANILA, Nestled in the Makati area, the Inter* Continental Manila is perfectly located for finance and commerce. 


[he quality service is quite outstanding. SINGAPORE. At the Pavilion Inter* Continental Singapore, you can be in the heart of the international banking center 
by day and dine at Maxim's de Paris at night. Our spectacular atrium is rightly considered a local landmark. SYDNEY. The Inter* Continental Sydney opens in 


late 1985. TOKYO. The Keio Plaza Inter* Continental, minutes from Shinjuku's entertainment and shopping center, has its own airport limousine service 





INTER-CONTINENTAL. More than 80 «inerb hotels around the world 





human issue1 
as that of rac 


sås readily combustible 
. Few, in their different 
styles, are more aware of this than the 
leaders of Singapore and Malaysia, 
who have spent much of their politi- 
cal lives combating chauvinism and 
racial stereotypes. 

In their different ways both nations 
have been successful in keeping ra- 
cial issues under control — one by ac- 
cepting the inevitability of com- 
munal-based political parties but 
most of the time ensuring that mutual 
and national interests take prece- 
dence over racial sentiments; the 
other by subsuming racial identities 
in a strong national identity marked 
by unity rather than diversity i in poli- 
tical, social and linguistic spheres. 
The one is based on an assumption of 
pluralism under Malay leadership, 
the other on singularity under Sin- 
gaporean leadership. 

The Singapore case at times leads 
Singaporeans to believe that discus- 
sion of racial issues in itself consti- 
tutes a danger. And this seems to have 
been the reaction of official Singa- 
pore to the REVIEW's coverage of the 
situation of Malays in Singapore. 













Prime Minister Lee Kuan Yew criti- | 
cised foreign coverage in general, 


while Deputy Prime Minister S. 
Rajaratnam specifically accused the 


tween Malays and Chinese. Y 
Naturally, we believe that the story 
was balanced and well researched, 


reflecting both the success of the 


government in creating a society 
based on achievement rather than 
race and the continued frustrations 
of some Malays. The story was a joint 
effort by Singapore bureau chief V. G. 
Kulkarni, a Chinese-speaking In- 






































dian who lived for several years in. 
Hongkong before being posted to. 


Singapore, and regional editor David 


Jenkins, an Australian who has also | 


worked i in Singapore. 

Readers can make their own judg- 
ments as to its accuracy and balance. 
It has both been praised and criti- 
cised — by Malays who have accused 
it of not properly understanding their 
grievances and by others for being 
insufficiently appreciative of govern- 
ment and People's Action Party 
achievements. 

But whatever the merits or other- 
wise of one article, in general terms 
we think that factual, reasoned, low- 
key discussion is the best long-term 
approach to sensitive questions. We 
accept that not all agree with this 
view. But we are distressed that 
Rajaratnam resorted to personal 
criticisms based on the nationality of 
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once. 
REVIEW of trying to cause trouble be-. ; 


by name, of, trying to teach others 
“how to suck eggs" when he came 
from a "nation of people who can 
hardly afford to *eat eggs." While it 
may be a catchy quote, it is not ger- 
mane to the issue. 

Would the article have been more 
acceptable if written by someone of 
Japanese, American, Malays an or 
Singaporean nationality (successful, 
well-fed nations which provided the 
REVIEW's previous four correspon- 
dents in Singapore)? If so, Singapore 
has made less progress than we 
thought. 

è HONGKONG is to follow Singa- 
pore one step down the road of 
abolishing the jury system. The gov- 
ernment is almost certain to proceed 
with a recommendation from the at- 
torney-general that large and com- 
plex commercial-crime cases should 
be tried by a judge and two assessors 
who would have a commercial back- 
ground. The rationale is that these 
cases are extremely lengthy and tech- 
nical and it is difficult to find ordi- 
nary juries with the time or inclina- 
tion to get to grips with allegations of 
complex frauds involving intricate 
commercial procedures. The asses- 
sors would be drawn from a special 
panel and would only have to serve 






e ia as Hi Rely 


n lead to speedier, more efficient 


trials and more logical results. All of 
this may be true, but I wonder if there 
is not at least as much danger in en- 
trusting such cases toa sr 
government-appointed people, who 
will necessarily be drawn from a like- 
minded category. 

The proposal is as much a snub for 
some of Hongkong's judges as for the 
jury. system. At present many com- 





| mercial crimes are tried before a dis- 


trict court judge and few go before a 
jury in the High Court. There have 
been a fair few odd decisions. In re- 


jecting. the possibility of trial be- 


fore a single judge in all cases, the 
A-G's office cryptically notes that it 
would be “invidious” to compile a 
list of judges with the experience to 
deal with commercial frauds effi- 
ciently. | 

However, it must be questioned 
whether now is the time to start tam- 
pering. with a jury system, however 

"inefficient" it may sometimes be, 
and however narrow 


is required), and substitut- 










| by their peers. but by those 






nall group of: 


its base in 
Hongkong (where. a good knowledge 


; deems suffi- ' 


| any. This cartoon 
| from a popular 
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"There i is a strong case that 
and judges can be swayed at 
easily as a jury by rank and fi 
standing rather than by facts 
kong is a small place, and the 
the pool of those determining guilt. 
innocence the more easily influen 
they may be by peer pressure. 
ej APAN has cause to complain ab 
some Western and Chinese 
catures of bandy-legged usd a 
rabbit- toothed r = 
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"island dwarfs." | ED y 
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press perhaps | [|] Se 
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runs more overt 


Japanese maga- | 
zine shows a Ja- | 
panese male be- | 
ing first attracted | 
by a vision of } 
Western beauty, 
then revolted by 
the reality of a i j 
tennis ball-iex- m~. 
turedskin. 
I can just im- 
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ig the New Zealand Labour 
soverwhelming electoral victory 
s a shadow over Washington's de- 
ence planning which stretches well 
'ond the Pacific. 

Since taking office in July, New Zea- 
nd Prime Minister David Lange has 
peatedly emphasised that his ruling 
abour Party’s anti-nuclear platform 
no visits by United States nuclear- 
wered ships or US ships carrying 
lear weapons — is "not negoti- 
".Barring US ships from New 
and ports raises fundamental 
tions about the effectiveness of 
zus defence pact linking Austra- 
'Ww Zealand and the US — which 
ias said his government wants 
gotiate with the aim of "de- 
learising" the alliance. 

oth US and Australian officials 
said they are willing to undergo a 
'ugh review of the Anzus pact. But 
jovernment is prepared to re- 
e the accord, thus by implica- 
dorsing the treaty’s nuclear 
acter. Austr alian Foreign Minister 











ing in late July. . 


ally; US President Ronald 


e in Canberra on 15 July Secret- 
of State George Shultz. said 
ly: “For an alliance to mean any- 
it has to be possible for the mili- 
forces of the respective countries 


seit's not much of an alliance." 
But apart from such. general com- 
ents; Shultz and other senior admin- 
ration officials are loath to specu- 
about future security alignments 
n the South Pacific. During a joint 
press conference in Wellington afteran 
Anzus Council meeting in J uly, Shultz 
vould go no further than agreeing with 


à comment by Hayden that if the Anzus. 


reaty became ineffective, bilateral 
ecurity arrangements with Australia 
hight be contemplated. 
US officials are visibly nervous 
out the question mark hanging over 
nzus, and are reluctant to discuss it 
he record for fear of provoking a 


klashin New Zealand, Administra- . 


ion officials stress that the next few 


months will be a period of quiet diplo- 
macy with the- Lange. ‘government, a 
Zealand intt 


AE New: Ze: 
not only w 





ld of uncertainty hanging 
the tripartite Anzus alliance 


ayden emphasised this point. 
| after the annual Anzus review: 


gan's administration seemed taken. 
zat the prospect of losing access. 
w Zealand's ports. Ata press con- - 


ble to interact together. Other- 
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bers of the South Pacific Forum (SPF). 
Although concerned that New Zealand 


should be brought around, Australia 


has been careful to avoid the appear- 
ance of ganging up on its smaller 
neighbour. => 

No US ship is scheduled to visit 
New Zealand ports for the remainder 
of the year, which affords Washington 
a welcome breathing space before hav- 
ing finally to find an answer to the 
latest Anzus dilemma. Nonetheless, 
the Cinepac (Commander-in-Chief of 
Pacific Forces) staff are highly sensi- 
tive to the problems of managing the 
alliances on which US global naval 
strategy depends. US ship visits to 
New Zealand have averaged 12-14 a 
year, though last year there were only 
seven, three by nuclear-powered VES- 
sels. 

For the Pentagon there i is far more at 
stake than Anzus' military effective- 
ness. Washington is concerned that by 
refusing entry to US nuclear-armed | 
warships New Zealand could set a pre- 


By Navan Chanda in n Washington 
he United States administration's | 


the hope that the alliance between the 


staunchly nationalistic Vietnamese | 


and the Soviets is little more than a 
marriage of convenience which will 
not prove long-lasting. . 

In an interview, Assistant Secretary 
of Defence Richard Armitage said that 
in its effort to strengthen its position in 
Vietnam, Moscow has recently sup- 
plied Hanoi with Mi24 combat heli- 
copters (the "Hind" deployed with 
Soviet forces in Afghanistan), Su22 
swing-wing fighter aircraft, missile at- 
tack boats, tanks and a variety of sur- 
face-to-air missiles. 

However, Armitage — who served in 
Vietnam during the war and is the 
highest- ranking US official to have 
visited Hanoi in almost a decade (his 
latest visit was in February) — said of 


to control the Vietnamese over the long 


run. They have a great capacity for. 
abuse and suffering but in the end they 


concern over the growth of Soviet 
_ Pacific power is partially alleviated by - 


the Soviet presence: “It is very difficult . 





ing Soviet: 





(OVV AODIRHAEUOIH d5 just BOW NOES arg O 
from a three-year political batt ho 
the peace movement in Europe over. 
deployment of US Pershing sand: 
Cruise missiles, and fears the spread of. 
anti-nuclear activism in Asia, A New - 
Zealand ban on US warships, officials: 
fear, would fuel the significant, though - 
minority anti-nuclear forcés in the rul- 
ing Australian Labor Party, as well as 
anti-nuclear sentiment in Japan. . 

Washington has noticed that the 
protests against the Pacific deploy- 
ments of the nuclear-capable. To-. 
mahawk missile in Japan’ have not 
drawn much popular support; but no 
one underestimates the potential of the 
nuclear issue to provide à vehicle for 
the latent anti-Americanism in Japan 
if US-Japanese trade and defence rela- 
tions dramatically deteriorate. 









Av unlike its North Atlantic 
counterpart Nato, has no integrated 
military. command, while the Anzus 
Council meets only once a year. But. 
there are numerous combined military. 
exercises each year, and à significant 
exchange of intelligence. The US.ha: 
no permanent bases in either Australia 
or New Zealand. But the US does have 
three major joint facilities in Australia 









perceived infringe 
eignty.".. 
Asia | cr 


Lum acquire e de Puis Pecornition of 


its occupation of. Afghanistan; con- 

tinue to support Vietnamese actions in : 
Indochina, and play down the Sino- . 
Soviet rivalry in open forums while 

seeking in private -to neutralise 

Chinese influence. in. Asia and ‘the 

Third World. 

"Moscow's alliance with Vietnam 

and. Vietnam's domination of Jn- 
dochina," Armitage said, “support the 
Soviet goal of complicating Chinese: 
defence planning by establishing a sec- 

ond front along Chína's southern hor- 


der." Moreover, Moscow has been able. 


to develop a considerable military pre- 


sence in the region, centred on. ‘Cam. 
Ranh Bay. - 


The US is concerned that the. grow- 
ght is leading some coun- 
; to doubt. U S commitment, and : 





sile launches and nuclear explosions 
which US officials maintain are vital 
to verification of arms-control agree- 
ments and monitoring of nuclear non- 
proliferation agreements. 

In a speech to parliament in June, 
Australian Prime Minister Bob Hawke 
emphasised that the three joint US- 
Australian facilities are not military 
bases. Hawke spoke of the intelli- 
gence-gathering and communications 
functions of the facilities only in gen- 
eral terms as vital to global nuclear de- 
terrence, saying that disclosure of any 
more of their functions "would involve 
damage to both US and Australian in- 
terests." 

The US-Australian facilities are not 
part of Anzus, but are subject to sepa- 
rate bilateral agreements. This illus- 
trates how much greater is the web of 
defence cooperation binding the US 
and Australia than that which ties 
New Zealand to either of them. As both 
a Pacific and Indian Ocean power, 
Australia became increasingly import- 
ant in the evolution of US defence 
planning in the post-Vietnam era. In 
the first stage (1975-80), the US with- 





views. “We are hearing louder voices of 
opposition to alliance with the US, to 
US bases, and to US ship visits and 
other forms of military presence be- 
cause of the potential Soviet reaction," 
Armitage said, with the latest moves 
by New Zealand clearly in mind. The 
Soviets “clearly intend to use the coer- 
cive power of their new Asian military 
capabilities, wherever they have the 
opportunity, to pursue ‘Finlandisa- 
tion' in Asia as well as in Europe." 
But, he added, the Soviet military 
presence in Vietnam still has a tempor- 
ary look. He confirmed reports that 
most Soviet assets in Cam Ranh Bay — 
such as a floating dry dock, refuel and 
repair facilities — are still movable. 
“(The Soviets] have built their own in- 
stallations but they have not taken 
over any large compounds that we 


iod" 












drew from the Asian land mass and 
consolidated its defence positions 
offshore on the Pacific rim, where Aus- 
tralia figures prominently. 

After the Soviet invasion of Afghan- 
istan in 1980 Washington's attention 
moved to the Gulf region, but this only 
served to sharpen the focus on Austra- 
lia, since US defence planners were 
then preoccupied with reinforcing the 
links in its overstretched lines of com- 
munication between the Pacific and 
the Indian Ocean. 

The US erected a forward-deploy- 





built there. They 
have their own little 
sections. They still 
have a sandbag-type 
appearance." Armit- 
age also confirmed 
that guard duty in the 
outer compound of 
Cam Ranh Bay is 
undertaken by Viet- 
namese, and in the 
inner compound by 
Soviets. 

Asked why the 
‘Soviets were so 
cautious, he said: “I would suspect that 
the Soviets themselves can look care- 
fully at Vietnamese history and realise 
that no nation has ever been able to get 
along with the Vietnamese over time — 
whether it is the Chams, the French, 
the US or China. 

"The Soviets themselves realise that 
the relationship is amicable on a gov- 
ernment-to-government basis but not 
a person-to-person basis. I don't know 
whether the Soviets do not want to 
spread their control carefully and 
slowly until one day the Vietnamese 
wake up and the Soviets are here in 
such a fashion that the Vietnamese 
cannot do anything. So they want to do 
this in a manner that does not alarm 
the Vietnamese and does not provoke 
whatever nationalist, anti-foreign sen- 
timent exists." . 





























F rom Diego Garcia, the US strategic 
network stretches to East Africa - 
and the Suez Canal, with access to 
bases in Kenya, Somalia and Oman. 
Diego Garcia is the only permanent US 
base between the Philippines and the 
Gulf. Access for US warships to Syd- 
ney, Perth, Brisbane and Melbourne is | 
therefore crucial to this two-ocean | 
posture. Moreover, the importance of 
continued aecess to Australia is 
heightened by the potential for instab- 
ility in the Philippines, which has only — 
increased concern in the Pentagon | 
about the long-term future of its bases _ 
there. : 
At the.same time, there has been a. 
corresponding Soviet military build- . 
up in the Pacific and Indian oceans, 
where the Soviets are now capable of — 
sustaining a permanent naval pre- - 
sence. When Anzus was established in | 
the early 1950s, it was concerned — 
primarily with defence against a resur- 
gent Japan and the spread of revolu- 
tion from communist China. But the — 
rise of Soviet Pacific power since the 
mid-1970s has given Anzus greater — 
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to Jane's Defence Weekly, there are 
now about four Tul42 “Bear” long- 
— range patrol aircraft regularly de- 
— ployed in Vietnam on a two-month ro- 
_ tational basis from Vladivostok. 
The Bears conduct maritime surveil- 
- lance of submarine and surface ship- 
- ping in the sea-lanes stretching from 
- the Bashi channel between Taiwan and 
the Philippines down to the Natuna is- 
lands south of the South China Sea. 
— The Bears also have an electronic intel- 
— ligence-gathering capability used to 
— test radar and air defences of Asean 
— Nations, as well as Japan and South 
Korea. 
— US officials also claim that the 
— A Soviet Union has recently established 
— “a constant presence" in Vietnam of 
about nine Tul6 “Badger” medium- 
— range bombers, capable of attacking 
= surface shipping and submarines in an 
— arc stretching from the South China 
— Sea throughout Southeast Asian wat- 
| ers. Jane's also reports MiG23 "Flog- 
- 'gers" deployed in Vietnam as air-de- 
"wn ce fighter aircraft. The Pentagon 
= „also confirms that 20-26 surface ships 
— and four to six submarines are now 
_ ‘based in Cam Ranh Bay. 
Vietnam provides the Soviets with a 
defence strongpoint which can support 
Soviet naval operations in the Indian 
Ocean, while enhancing Soviet capabi- 
— lities to monitor and interdict South- 
= east Asian sea-lanes. This in turn in- 
creases  Anzus' importance for 
—— ‘Washington. The US 7th Fleet can only 
_ sustain a coherent and flexible mili- 
- tary posture stretching between the 
‘Sea of Japan and the Gulf within a net- 
_ work of defence treaties and alliances. 
—— Washington now looks upon Anzus as 
- à vital political and military link in 
_ that network and wants to focus its re- 
—— sources on sea-lanes between the In- 
— dian and Pacific oceans. 





















E ew Zealand's importance to Anzus 
lies primarily in its key role of sur- 
veillance and reconnaissance in the 
South Pacific. According to a 1983 de- 
fence white paper, which New Zealand 
—. . diplomatic sources told the REVIEW re- 
flects a national consensus, “New Zea- 
land will focus on the South Pacific 
while retaining partial interests in 
Southeast Asia." 

The creation by Wellington of a 
"rapid reaction force" for the South 
Pacific underscores its view of the 
= country's sphere of influence. The US 

concern in the South Pacific is both 
 anti-submarine surveillance, which 
New Zealand's fleet of P3 Orion air- 
craft conducts, and the prospect that 
the Soviet Pacific fleet may secure port 
facilities in the South Pacific, a con- 
cern magnified since many of the 





By micnael Hicnardson in Honolulu 


he United Stats has started de- 
ploying a new generation of nu- 
clear weapons on naval vessels in the 
western Pacific which it says the 
Soviet Union will find difficult to de- 
tect and guard against. The weapon is 
the Tomahawk land-attack Cruise 
missile (TLAM-N), with a 200-kiloton 
warhead more than nine times as 
powerful as the atomic bomb which 
devastated Nagasaki in 1945. 
Deployment of the TLAM-N since 
June highlights the way in which the 
nuclear arms race between the Soviet 
Union and the US is spreading into the 
Asia-Pacific region. The US claims the 
nuclear-tipped Tomahawks are simi- 
lar to Cruise missiles already on Soviet 
navy ships and submarines and asserts 
that their presence is essential to main- 
tain an adequate nuclear deterrent. 
Moscow, in one of a spate of recent 
commentaries, denounced the move as 
a "dangerous destabilisation of the 
military-strategic situation" in East 
Asia and the Pacific. 
Some Western analysts maintain 
that scattering by both the Soviet 
Union and the US of nuclear-armed 


Cruise missiles at sea, where they are 
difficult to detect especially when in 
submarines, will increase the risk of 
nuclear war and complicate arms con- 
trol. The unmanned ;jet-propelled 
TLAM-N is fired from a torpedo tube 
or vertical-launch hatch of a sub- 
merged submarine, or from a surface 
ship, and eruises at just below the 
speed of sound for up to 2,500 km. It re- 
mains at very low altitudes using à 
computerised guidance system to 
avoid conventional air-defence svs- 
tems. 

The TLAM-N could be unleashed 
against a wide variety of land targets 
including ports, naval aviation bases, 
storage depots and missile batteries 
which are either beyond the range of 
carrier-based aircraft or too heavily 
defended for ordinary aircraft to at- 
tack without unacceptably high losses. 
By 1991, the US Navy intends to have 
both conventional and nuclear Toma- 
hawks on 137 warships — battleships, 
cruisers, destroyers and submarines. 
Dozens of Tomahawks will be de- 
ployed in the western Pacific, though 
US officials will not disclose how 





smaller island states in the South 
Pacific have gained independence. 

US officials maintain that New Zea- 
land obtains substantial benefits from 
participating in Anzus, including ac- 
cess to US intelligence and US military 
technology. New Zealand and Austra- 
lia arein a category called "Nato-plus" 
which means they have the same prefe- 
rential treatment as Nato for US tech- 
nology and military hardware. 

A senior congressional strategic 
analyst told the Review: "I don't think 
the [New Zealand] Labour Party has 
really thought through all the issues 
involved in its anti-nuclear stance." 
US officials hope that once the Lange 
government, as one official put it, 
"goes through the books and gets all 
the briefings,” it will have a deeper ap- 
preciation of the strategic realities fac- 
ing Anzus. 

US officials point out that neither 
the New Zealand Labour Party, nor 
New' Zealand public opinion, is anti- 
US or questions New Zealand's de- 
fence role. In fact, they point to the 
New Zealand troops in Singapore, in 
the multinational force in the Sinai, 
and in Cyprus as evidence of New Zea- 
land's global perspective, considered 
all the more commendable in view of 
the country's geographic isolation. 

In the past, the Left in both Australia 
and New Zealand has taken up anti- 
nuclear policies similar to Welling- 
ton's position today, only to abandon 





them once in power. US officials point 
out that the Australian Labor Party 
had already revised its anti-nuclear 
position well before the election which 
brought Hawke to power, while the 
realities of power tempered such at- 
titudes further once Hawke was in of- 
fice. 

In the case of New Zealand, when the 
1972-75 Labour government modified 
its anti-nuclear policies, the percent- 
age of nuclear-powered ships in the 
7th Fleet was far lower — less than 
40% then compared to roughly 65% 
now. Moreover, Washington  re- 
sponded to New Zealand's environ- 



















many, if any, of these will be nuclear 
armed. 

Japanese trade unions and opposi- 
tion parties, chiefly the communists 
and socialists, have staged demonstra- 


tions in recent months against the sta~ | 


tioning of TLAM-Ns in the region, 
which they say could violate the ban on 
introduction of nuclear weapons. to 


Japan and increase the danger of Ja- 


panese involvement in a nucl 
The government of Prime 


Yasuhiro Nakasone has not express 















any objection to the Tomahawk d 
ployment and Japan Defence: 





mental concerns with - 
which guaranteed indemn 
event of accidents, and this helped al- 


he diene New Zealand now pose: 
for Washington is thus substan- 
tially different from that of the past. It 
is Washington's longstanding policy to 


neither confirm nor deny whether any - 


particular US warship carries nuclear 
weapons. A compromise might be 
reached if Wellington allows US war- 
ships to make calls if they are oe 
not to bear nuclear arms. 

But US officials say that the coun- 
try’s policy of non- -declaration is not 
open to negotiation as it would open a 
Pandora's box for the US Navy around 
the world where other governments 
could be expected to insist on a formal 
declaration of the nuclear status of US 
weapons. A key section of the com- 
munique issued after the recent Anzus 
Council meeting in Wellington under- 
lines that “access by allied aircraft and 
ships to the ports and airfields of 
Anzus members was reaffirmed as es- 
sential to the continuing effectiveness 
of the alliance." 

In a paper on Anzus given in June, 


Assistant Secretary of State for Asia 


and the Pacific Paul Wolfowitz said 


oxi Yuko Kurihara tolda bco A 


South Pacific. The US is not necessar- 


ment in Tokyo on 4 July that the move 
was "necessary for the peace of the Far 
East and for Japan's security." Some 
defence experts in Japan believe the 
TLAM-N is a necessary deterrent to. 


the growing number of S820 missiles 


being stationed in the Soviet Far East. 

China reportedly made its first com- 

ment on the controver BY on 15 August 
pt tej 





| that the Anzus i issue is s fàr from theste top 


of the new government's priorities, 
which are dominated by economic 
problems. An initial test of Lange's po- 


sition occurred at the SPF on 27-28. 


August, which voted for a nuclear-free 


ily opposed: to this concept, though 
France remains opposed to any regional 
initiatives to ban the nuclear tests in 
the Pacific which Paris is apparently 
determined to continue. 
Washington was watching the meet- 
ing closely for signs that Lange is mod- 
ifying his position (he did in fact say 
that a regional ban on nuclear-power- 
ed and nuclear-armed warships would 
not work: because the superpowers 
would simply ighore it), but the policy 
will not be put to a hard test until next 
March when joint exercises involving 
Anzus partners are scheduled. 
However, congressional sources told 
the REVIEW that if New Zealand's quiet 
dialogue with the US and other Face 
rtne onths d 
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of Japans erotica industry 


By William Wetherall in Tokyo 
ating clubs are not a new pheno- 
menon in Japan, but to keep one 

step ahead of the tenacious “clean up" 

groups which are committed to pro- 
tecting this society's moral fibre, they 
are constantly finding new ways to ply 
their trade. The pink cards, vying for 
dating-club business, which festoon 

Tokyo’s public telephone kiosks are 

just one means, albeit high-profile, by 

which the firms promote their services. 

Now, merchants around the train sta- 

tions — key access points to Japan's 

major entertainment districts — are 
beginning to put their muscle behind 
the clean-up campaign 

One campaign tactic has been to fol- 
low the hariya (bill posters), hired by 
the flourishing sex industry to keep the 
telephone booths emblazoned with the 
solicitous business cards, removing 
them as soon as they are posted. 

Another vigilante strategy has been to 

picket the telephone boxes with 

placards designed to drive away po- 
tential dating-club clientele 
The clubs advertise furesshu gyaru 

(fresh girls), “OL” (office ladies), col- 

lege co-eds, housewives, and widows 

— and also men — for a wide variety of 

"escort" services that connote sex. 

"Love banks" which arrange contracts 

with “companions” by the month or 

year, and Torukoburo (Turkish baths) 

aterm to which some of Japan's Tur- 
kish residents have taken strong ex- 
ception in condominiums, have 
joined no-pan kissa (no-panty coffee 








shops) and peep shows on the list of 
pleasure-for-leisure businesses. 

Concerned lawmakers are particu- 
larly alarmed by reports of higher rates 
of sexual promiscuity and drug abuse 
among teenagers. Debates in parlia- 
ment on "harmful publications" for 
adolescent girls put several of the most 
popular teenage magazines out of 
business. Some magazines went under 
when sexless issues failed to sell. 
Others were voluntarily withdrawn by 
publishers who wished to impress the 
government that the industry could 
regulate itself. 

The magazines' sex content ranged 
from articles on masturbation, petting 
and intercourse, to letters from readers 
describing their first sexual experiences. 
Critics cited such frank materials in 
commercial magazines as one cause of 
rising promiscuity, especially among 
voung girls. Editors, however, tended 
to defend the articles as meeting an 
educational need for information 
about a topic of great importance to 
Japanese youth. 

In early March, the National Police 
Agency (NPA), with the backing of the 
ruling Liberal Democratic Party 
(LDP), announced its intentions to 
submit a bill for revising the Public 
Morals Business Control Law 
(PMBCL), which currently covers bars, 
cabarets, coffee shops, pachinko (pin- 
ball) arcades, and Torukoburo. Game 
centres, love hotels, sex shops and peep 
shows do not fall under the PMBCL's 





dancers: worries about harmful infi : 


The purgers and proliferators - 


district, near Shinjuku 


jurisdiction. The proposed changes 


would be the most sweeping since the 
law was enacted in 1948 

Sex-industry entrepreneur who 
share the worry of publishers that 
stricter laws might put them out of 
business, also are making gestures of 
self-regulation. The film industry 1s 


promoting more control of the content 
and titling of soft-porn, and is redue- 
ing nudity on the billboards. Motel and 


hotel associations are encouraging 
their members to tone down the 
facades and furnishings of their prop- 
erties, and tighten up their guest-re- 
gistration procedures 

All this concern about Japans 
changing sexual mores comes at à time 
when an increasing number of school- 


girls are being arrested in connection 


with prostitution rings. The w gen- 
eration” of college girls and single 
female office workers are less likely 
than their mothers to regard “playing 
for pay” assomething degrading orm- 


moral. Yet even married women, are 
attracted by the easy money they can 
make through part-time sex work 


Ax unperturbed by the threat 
of tougher legislation Tokyo's 
sprawling Kabukicho entertainment 
sta- 
tion. continues to draw customers. Its 


rali w a^ 


main means of promotion is a weekly 
tabloid — Night Player distributed 
indiscriminately to all pedestrians, 


free of charge by college students who 


want to earn beer money. A typical 
issue of Night Player, which is looking 
forward to its 200th edition ram- 
med full of “escort-club” ads 

Rates for "dates" run from * 9,000 


(US$36) for one hour to Y 28,000 for 90 
minutes. One 24-hour operation called 
Rippu (Lipservice) will dispatch the 
comely “19-year-old Mami-chan pic 
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. are being 
blamed for the re- 
rd high arrests of 
ors involved in 
drugs and prostitution — the most lu- 
crative rackets in the entertainment 
arters; and the main sources of in- 
come for the yakuza (gangsters) who 
control them. 
recent raid of several "bottomless" 
Shops and dating clubs, unco- 
some junior high school run- 
ys who depended on such work to 
ivein Tokyo's concrete jungle. Ac- 
‘to critics, many of the youths 
flock to the widely publicised en- 
inment areas in search of kicks 
e products of broken homes and 
examination-oriented education 
2m. Post-World War II parents and 
ationalists have much to answer 
hey believe. 
e NPA's move to revise the law 
rally has had the backing of the 
p. which shares tlie conservatism 
aw-enforcement bureaucrats. It 
s had the qualified support of 
iority parties, which in princi- 
jare the LDP's concern about the 
trammelled proliferation and diver- 
ication of the sex industry, and the 
npact the trends in commercial sex 
nay be having on the nation's morals. 
But when the NPA's draft bill came 
jut in April, it. alarmed the Japan 
ialist Party (JSP), the LDP's largest 
ival. It also aroused the powerful 
apan Federation of Bar Associations 
JFBA), which has a long history of 
egal battles with lawmakers who have 
sought tougher social controls at the 
expense of constitutional freedoms 
and human rights. 
The draft bill would expand the pre- 
ent 16-article law to a 51-article sta- 
ute which opponents claim could give 
1e police the kind of authority they 
had before the war. One controversy 
'entres on a new article which would 
permit police to interrogate a suspect 
and examine ledgers and other docu- 
ments without a warrant: some Japan- 
ese still remember the kind of raids and 


inquisitions conducted, for ideological 


reasons, by police before tt 
Proprietors 





and drink establishments which are 
not merchandising sex — though form- 
ing an integral part-of the entertain- 
ment districts where the sex industry 
thrives — are worried about the defini- 
tion of “service” which the draft law 
proposes to use when determining the 
kind of operations to which it would 
apply. According to an NPA spokes- 
man, the new law would cover all ser- 
vices which enhance thé mood of a 
place. Fitting this definition; for exam- 
ple, would be: singing or dancing with 
a customer; sitting beside a customer 
to pour drinks and. engage in conversa- 
tion; actively encouraging a customer 
to sing and unduly praising his talents. 

The first two examples pertain to the 
usual bars and cabarets. The third, 
however, could extend the arm of the 
law to any place with karaoke (empty 
orchestra) — electronic equipment 
which allows customers to sing their 
favourite. songs to the accompaniment 
of taped music through a mike and 
amplifier which vastly improve even 
the most tone-deaf voice, Come even- 
ing, many coffee shops become snack 
bars which hire an “amateur” singer to 
run the equipment and prompt cus- 
tomers to contribute to the “live” en- 
tertainment — an easy job i in a country 
where few "salarymen" go home with- 
out a song. 


y: not everyone appreciates the ka- 
raoke boom. The “noise pollution” 
created by such sing-along operations 
in residential areas already has driven 
neighbours to murder, and has stirred 
the wrath of the law in regulations 
which restrict both decibel levels and 
operating hours. And a recent court 
decision agreed with the Japanese So- 
ciety of Authors, Composers and Pub- 
lishers that karaoke houses should pay 
royalties to the artists whose 
"background" music they use for com- 
mercial purposes. 


l So ther move E anew v PMBCL | 











TA? a P nENDERSON | 
entertainment suspected of contribut- 
ing toan erosion of law and order in Ja- 
panese society. There is also a move- 
ment to revamp the Criminal Code in 
such a way that would keep certain 
kinds of convicted felons in prison: 
eden uA those with histories of 

Japan’ S laaa kers E that un- 
less strong measures are taken im- 
mediately, the country will go the w ay 
of most other industrialised states 
which have much higher crime and de- 
linquency rates. But some critics are 
wondering if the NDP/LDP effort to 
keep Japan the safest modern nation 
on earth is either necessary or suffi- 
cient. 

Both the JSP and JFBA are worried 
that the proposed revisions infringe on 
several articles of the post-war con- 
stitution, which ostensibly protects in- 
dividuals against searches and seiz- 
ures conducted without a warrant (is- 
sued by a judicial officer), as well as 
against forced confessions., But the JSP 
also argues that the revisions, in effect, 
would legalise prostitution (which is 
proscribed by the Anti-Prostitution 
Act), by allowing the Torukoburo mas- 
sage parlours and other “body trades" 
to continue to operate virtually uncon- 
trolled. 

Japan has a strong erotic and even 
pornographic strain in its traditional 
arts, an earthy sexuality in its native 
religion, and a noted tendency to deny 
formally both of these realities while 
informally tolerating and even nurtur- 
ing them. Hence sex is ultimately stig- 
matised by scandal, not morality, in 
the land which has given us the Shunga 
(Spring Picture) masterpieces that 
grace the collections of some of the 
world's finest art galleries — but 
which are paradoxically included on 
the list of items that customs officials 
are duty-bound to confiscate and air- 
brush. And $0, whatever awe: are > fi- 
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This is Year One 
of the new 


Information Age 


By Gene Gregory in Tokyo 











Few developments of industrial p 
the post-war period have bee: 
ficant than the reshaping of Jay tel 





communications. outlined i 
three telecommunications busin iis 


4 
A expected to pass the Upper Hou 
Diet and become law in Decemb: 


Bringing to an end the 
monopoly of telecommunications services, these measurt 
close a century-long episode in Japanese industrial devi 
lopment from the introduction of telegrapl | 8 
completion of preparations for a new nationwide i 
tion network system (INS) and the first operatio! japar 
ese communications satellite. The opening of telecom: 
cations services to the full thrust of the fiercel: 
Japanese market-place marks the beginning ofa 
which the convergence of communications, con ! 
consumer-electronics technologies will driv 
transformation of Japan's industrial structuri 
mises to be even more far-reaching than the 
the post-war reconstruction and ascendanct: 
heavy industries 
In a very real sense, 1984 is year one of the 
Information Age of which the communic: 
will be the vital infrastructure linking men, compu! 
a myriad of new products made possible by succi 
erations of microelectronic devices, enabling thi 
lopment of information as the basic commod 
era 
In stark contrast with dire Orwellian predicti 
the passage of these measures we are witnessinj 
drawal of direct government intervention in 
human and economic activity. The new informat 
these measures are effective, will be marked b: 
centralisation of economic structures and thi 
modes of information-processing, unleashing new energii 
which will make possible the transformation of inforn 
tion, as the basic raw material, into great endles 
More immediately, the privatisation of the hithi 
lic telecommunications agency, Nippon Telegi 
Telephone (NTT), will at once bring a measure of ' 
relief to the national Treasury through the sale of 
pany's stock and enable the rationalisation o! 
- come a gargantuan muscle-bound bureaucrac 
more than facilitating the full development of c 
tions technologies 
While privatisation neither holds the prospect 
threat — of NTT's dismemberment after the fashi t] 
Bell system in the United States, by submitting t 
ganisation to the full fury of competitive forci 
forced to streamline its structures and obtain 
| utility of its vast technological potential and inve ent 
M physical assets. This in itself holds the promise of | 
| | proved communications services at lowe st 
with all that entails as stimulus for economic gro 
industrial structural changi 
, | At the same time, the new legislation oper he ums 
Japanese satellite launch: into the fury of competition. | | economy to greater internationalisation of the vital con 


























F 








Of instant data access 
and other good reasons 
to pick our brains. 





Today, Hong Kong 
university students can have 
at their fingertips scientific 
data that’s up to the minute 
as well as knowledge that’s 
thousands of years old. 

For instance, medical 
students can tap into scientific 
data gathered from all over 
the world thanks to Cable & 
Wireless’s International 
Database Access Service, 
thereby providing fast answers 
to the never-ending questions 
posed by medicine. This gives 
a critical edge in medical 
analysis. 

And from blood banks to 
savings banks — IDAS is 
already a popular tool among 
financial institutions and other 
businesses in which informa- 
tion is the inventory. In fact, all 
businesses today can form part 
of the architecture of informa- 
tion through IDAS. 

IDAS is just one more 
way Cable & Wireless is there 








when Hong Kong wants to 
talk to the world, not to men- 
tion when the world needs to 
talk back. And we'll continue 
to be here providing not only a 
better grasp of information, 
but the longer reach to take 
advantage of it. 

For further enquiries, call 
us on 9-2831628. 


Cable & Wireless (HK) Ltd. 


We've got connections. 


New Mercury House, 22 Fenwick Street, Hong Kong. 
Telephone 5-283111 Telegram. CABLEWIRE Telex: 73240 CWADM HX 


open aii KINGS or possiDirtes lor mternauonal competion 
and cooperation in both terrestrial and satellite communi- 
cations. Clearly, if recent experience means anything, the * 


liberalisation of telecommuni- 
cations services is at least as 
much an unleashing of Japan- 
ese industry, including of 
course NTT itself, for partici- 
pation in the global communi- 
cations industry as it is an 
opening of the Japanese market 
to foreign participation. 


ome of the new shapes of 
S the industry are already 

becoming apparent. Even 
before the ink is dry on the new 
legislative measures, a spate of 
new entrants have lined up at 
the starting gate awaiting the 
opening of the marathon sche- 
duled for April 1985: 
€ Anticipating the end of 
NTT's monopoly, a number of 
companies and government 
agencies have indicated their 
interest in operating common- 
carrier services in direct com- 
petition with the new privatised 
NTT. Spearheading the moves 
to create new communications 
utilities is the Kyocera Group, 
originally established with 
¥1.6 billion (US$6.58 million) 
capital (enough to cover the cost 
of a good feasibility study) sub- 
scribed by 25 companies led by 
Kyocera and including such 
well-known high-flyers as 
Sony, Secom and  Ushio. 


Equally important, if less visible, the new group also in- 
cludes leading general-trading companies such as Mitsui, 
Mitsubishi, Marubeni and Sumitomo along with major 


commercial banks. 


Since its establishment in May, 40 more companies in- 
cluding foreign financial institutions have joined the new 
company, appropriately christened Daini Denden (NTT II). 
In its initial feasibility study, the planning group is weigh- 


ing various options — optical cable, 
microwave or satellite — for linking 
major cities in a new communica- 
tions grid to become functional around 
1988. 

€ Similar services are planned by at least 
three other groups. A consortium of 37 
member companies of the federation of 
economic organisations (Keidanren), all 
of them in the nation's key industries, 
plans to establish a joint company to ope- 
rate a communications satellite in tandem 
with optical fibre or microwave circuits 
linking Tokyo and Osaka via Nagoya. In 
addition, the Japan National Railways 
and Japan Public Highway Corp. have 
announced plans for entering the com- 
munications business, establishing net- 
works using fibre cables installed along 
railways and expresswavs. 

€ Other possible entrants as common 
carriers include electric-power com- 
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transmission does not interfere witn Optica! transmission 
through glass fibres. 
@ Responding to the opening of value-added networking 


to private business, either 
domestic or foreign, the 
major communications-equip- 
ment and computer-mainframe 
makers, leading electrical- 
machinery manufacturers and 
at least three foreign firms in 
the information-processing 
field have announced their 
plans for establishing large- 
scale VAN services once the 
new laws become effective. 
Fujitsu, NEC, Hitachi, Toshiba, 
Matsushita and IBM Japan are 
making rapid preparations to 
launch their wholly owned 
VAN services as soon as possi- 
ble after April 1985, while ATT 
and McDonnell Douglas Corp. 
have announced their plans for 
VAN services in joint enter- 
prises with Japanese partners. 

But among the radical 
changes in the shape of Japan- 
ese telecommunications for 
which 1984 will be renowned 
will not be the eclipse of NTT as 
the dominant force in the in- ^ 
dustry: quite the contrary. 

The privatised NTT will, 
after all, be the largest stock 
company in Japan, with an esti- 
mated capital of ¥1 trillion, 
about 330,000 employees and 
annual revenues exceeding 
¥4.5 trillion. None of the 
projected telecommunications 


firms are likely to be a match for such a colossus, nor would 
NTT's position be seriously threatened if, as the Ministry of 
Posts and Telecommunications (MPT) has proposed, all the 


plans were integrated into one large-scale project. 
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The purpose of privatisation and the creation of a new 
competitive environment through liberalisation of the 
market for telecommunications services is, after all, to re- 
vitalise NTT, not to destroy it. 


It is remarkable then, that the only 
vocal opposition to the reorganisation of 
NTT has come from the All-Japan Tele- 
communications Workers’ Union (Zen- 
dentsu), whose leaders claim that the bills 
as drafted by the MPT were aimed at en- 
abling the NTT management to restrict 
workers’ right to strike. More likely, as 
employees of a private stock company, 
NTT workers will tend to unite with man- 
agement in the face of competition to im- 
prove the performance of the company, 
thus reducing the external labour-federa- 
tion influence. Most certainly, with com- 
petition for telecommunications markets 
becoming increasingly fierce simultane- 
ously on many fronts, NTT must realisti- 
cally face and resolve a number of 
serious internal structural problems, 
among them that of labour rela- 
tions: 

» Labour-management relations have 


definitely not been good at NTT. Employ- 


P rd = — 4a 





n mes" 


equipment suppliers had come under 
. heavy 


ost important, NTT was unable to 
| M: new systems fast enough 


whom telecommunications terminals re- 


PUTAS OO CHAM AEE GRATIS BAVE L1 COLL XuAUIJCXA I1 CIULGG- 
tion, hampering the streamlining of business opera- 
tions. 

> As personnel costs continue to rise, operating costs have 


- eontinued steadily upward. 


> Telephone service revenues, which still constitute 90% 
of NTT's operating income, are rising more slowly as the 
annual growth in the number of telephone subscribers de- 
clines. 

> Asa public corporation, NTT's budget has been subject 
to Diet approval, its business operations have been control- 
led by the MPT and employee wages have been governed by 
levels and administrative procedures which apply to all 
government agencies. Little incentive has remained for im- 
provement of efficiency. 

» All the combined drawbacks of monopoly and public 
bureaucracy have prevailed: lack of the work ethic, of 
spirit of service, market-orientation and willingness to 
keep pace with technology. 

At the same time, NTT has suffered a serious erosion of 
its control over the communications-equipment market. 
Well before US diplomatic pressures forced open the doors 
for US suppliers, the so-called Den-Den family of 300 


strain making fundamental 
Changes in its structure inevitable. 





to assure a market for the continu- 
ing flow of new or improved communica- 
tions-equipment developed apace with 
rapidly changing technology. As a result, 
equipment makers have had, in some in- 
stances, to introduce their products in 
foreign markets before Japan and major 
NTT suppliers have shifted resources in- 
creasingly to products salable in the 
higher-growth private market 

In 1980, the interconnect market was 
liberalised, following the example of the 
US and in response to the mounting pres- 
sures within the Den-Den family itself, as 
well as from firms outside the family for 


present an important potential field of di- 
versification. Under new regulations, only 
the first telephone instrument used by a 
subscriber had to be leased from NTT. All 
subsequent units could be bought from 
manufacturers or dealers, or from depart- 
ment stores where foreign, as well as Japanese, brands were 
to be found in increasing variety and profusion. 

The effects were swift and stupendous. By 1983, NTT had 
a warehouse full of used business telephones of its latest 
design. As many as 690,000 units were in stock and the 
number returned by subscribers each year had mounted to 
350,000 from just 180,000 in 1979. Inventory value at mar- 
ket prices had reached * 1.2 billion and prospects of reduc- 
tion became increasingly remote as more attractive instru- 
ments produced by private manufacturers appeared on the 
market. 

At present, NTT's share of second-telephone set sales has 
dropped to a low 9.9% of the PBX market to only 14.3% and 
of total facsimile-machine sales to less than 20%. 

Overall, NTT's share of the total market for communica- 
tions equipment has been declining steadily. During 1978- 
82, while NTT equipment purchases remained stable at 
more than * 600 billion annually, the total market for tele- 
communications equipment grew by 60%. Private pur- 
chases almost doubled during the period, rising at an an- 
nual rate of about 20% to exceed total purchases by NTT 


Lie sigriiicarce, 10r roreign supptiers, or inis structural 
shift seems to have been lost in the political fog that has 
hung over the NTT procurement issue. In telecommunica- 


etions as in other industrial sectors, the móst rapid growth is 


in the private commercial market, not in the public sector. 
Although this distinction will no longer exist to the same 
extent, it should be remembered that in Japan, as in other 
countries, public-communications enterprise is a tough 
customer for any supplier. As Yoshimichi Yamashita, pre- 
sident of Arthur D. Little (Japan), Inc.; has pointed out: 
"Even Japanese high-technology companies such’ as 
Toshiba, Mitsubishi Electric and Matsushita find the NTT 
market quite hard to penetrate ~| . For foreign suppliers to 
attempt to capitalise on current political moves by target- 
ing the NTT market would be a serious mistake, Clearly, 
the NTT market will continue to grow ... Nonetheless the 
commercial market should be growing faster than NTT's 
procurement": and this will be evén more true after the 
entry of new common carriers and VAN operators in com- 
ing years. | 

Just how volatile change can be in this new competitive 
environment is reflected in the market for plain old tele- 
phones. For years, the domestic market was largely in‘the 
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NTT's credit card phone: only the first instrument to be leased from them. 


hands of five Den-Den family members — Iwasaki Electric, 
Hitachi, NEC, Fujitsu and Oki Electric — which, as late as 
1982, accounted for 95.2% of all telephones sold in Japan. 
In 1983, however, all five suppliers lost market share to 
newcomers who collectively boosted their share of the ac- 
tion from 4.8% to 16.3% in a single year. | 


Never a Den-Den insider, Toshiba has recently won 
large orders for telephone sets and was among the 
new partners selected by NTT for cooperative product 
development to meet the needs of INS when construction 
begins next year. | Li 
Already, with mounting NTT orders and the increasing 
demands of the commercial market for second phones, 
Toshiba's telephone factory at Hino in the western suburbs 
of Tokyo has been operating at full capacity. Now, to meet 
soaring export demand, Toshiba planners are eonsidering 
locating a second telephone-manufacturing facility in the 
US, where sales doubled in 1983 to ¥15 billion and are ex- 
pected to rise to Y25 billion this year. = . ~ Qi 


4 mong the new contenders for the market is Toshiba. 
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nated. office M ers Communications-cquiprent 
manufa« turers grasped an early decisive lead in the market 
using to their advantage mass-production capabilities and 
experience accumulated from electronic-appliance manu» 
facture. Given the production strength of Japanese makers, 
the US, European and Australian communications-equip- 
ment suppliers have turned to Japan for key telephones 
rather than produce them at home. To meet the rapid ex- 
pansion of export demand, output by Japanese makers has 
quadrupled since 1977 from less than € 43 billion to an esti- 
mated € 175 billion in 1984. 

The market for key telephones is, in several genitos 
ways, unlike that for. the interconnect communications 
equipment produced in Japan. Most important, the market 
has not been made by the NTT but by overseas demand. 
NTT, which began employing key telephones only in 1983, 
has in fact had little influence on the dramatic growth of 
production of this equipment. 

Nor have major, communications-equipment makers 
been prominent among the producers. Two medium-sized 
d Nipaa a Y T Electric, RN unal NOW; ac- 
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Now, with NTT's pi | | 
equipment, prospects for rapid and — 

substantial increases in local de-. 
mand are improved, with some 
makers predicting production, val- 
ued at between ¥280-350 billion by 
1987. In response to rising demand, 
major manufacturers — including. 
i Hitachi, Toshiba, NEC and Fujitsu 
— have all launched : new products : 
using. their own microcomputers in f 
a bid to wrest market share from the 
present front-runners. Ik 
"Almost certainly, the structure of | 
the market will change over the 
medium term. The new entrants, all 
vertically integrated manufacturers 
‘with their own integrated-circuit 
- production, massive output capacity and global organisa- 
tional structures have the necessary strength to gain mar- 
ket share rather rapidly: and, since most of the sales will be 
direct to users in Japan, these larger firms are better 
positioned to market a product line that is becoming as im- 
portant as switchboards and facsimile machines and can be 
sold through the same channels. 

If the market for facsimile machines becomes the pattern 
for key telephones, it will be a tableau with major J apanese 
equipment makers prominent in the foreground. The major 
difference, of course, is that the Japanese market has long 
been the world's largest for facsimile, accounting for al- 
most one-third of the total number of machines operanng 
globally in 1983. 

The main reason for this is obvious: facsimile i is far more 
suitable than telex or other forms of textual communica- 
tions for the transmission of ideographs used in Japanese 
me Tus) in 1983 alone, as prices declined, elastic de- 
Ecc au pu sales. up-to 216 88 




















ka satellite systems P unit e 





machine makers that the restrueti 





Shinto: cost reductions of 30% on transmissions. 
























duced to reflect scale economies and smaller machine s 
made possible by contact scanning, facsimile machines 
enter the home as à common communications terminal: 
the mid-1990s, NEC's Takao Matsushita predicts. as ma 
as 100 million facsimile machines eóüld be operative 


J pem alone. 


phe global implications of s 
'delibly clear. Already, the 

j has been sufficient to assut 
a commanding lead in world mark ppl 
under original-equipment-mamufactur "agree | 
major communications-equipment makers in the US afe 
Western. Europe. At least seven US firms e= including 
Xerox, 3M, Burroughs and Exxón — have sub-contraeted: 
production with leading Japanese markers, as have He 
European communications-equipment suppliers: [od 
addition to these private-label sales foute sive 
simile orders are being placed directly with 
makers by post-and-telecommunicátions. aw 
many European countries. 

To assuage the misgivings of key.t 








enter these 


soiree iive. ati n de 
will come in the forr 
*] and diversified services. in 
|| company will completeits p 
tions for implementa 
jected 20-year INS pla 
| the entire telecommunicatic 
tem using a combined nati 
optical-fibre and satellite. 
nocompetitor can hope to dupli 
Requiring an investment con 
tively estimated at ¥20-30 tri 
the new network will enable N 
obtain cost reductions of at. 
30% on transmissions and up to 
with the introduction of digital-switching equipment. 1 
goes according to plan, tariff schedules will be revised: 
eliminate the distance factor, eventually making possibili 
uniform national charges for voice-, visual- and data-com. 
munications services. | 
In order to assure the efficiency of these various serviet 
decentralisation will be the order of the day at NTT int 
future. Indications are that autonomous subsidiaries: 
be formed to operate specifie services or in particular Ë 
gions, enabling the streamlining of services, gradual redu 
tion of personnel by 100,000 employees and “elimi natio 
cumbersome bureaucracy. 
Along with improved network facilities, the new par 
company will support its operating-service & ibsidiari 
with enhanced technological strength. NT'T's present Ri 
facilities, covering a wide range of research on matet 
semiconductors, computers, transmission and switel 
technologies as well as end-use terminals for home an 
i constitutes sonet he world si 
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sar that the new comp intends to make 
riumph in the new co: itive game, Moriji 


irector-general of NTT's engineering bureau, 
nced that R & D expenditures will be increased by 

er fiscal 1983. i | p 
kon the INS optical-fibre pipeline and communi- 
ns-satellite system progresses, NTT began in 1984.to 
duce a wide array of new services: "E 
p-staging its satellite-communications business, NTT 
| introduce commercial-satellite services later this year 
ig. the CA-1B communications satellite placed in sta- 
ary orbit in August. Ground stations, already in place 
in five major cities — Tokyo, Osaka, Nagoya, Sapporo and 
uoka — will enable banks in these cities to transmit 
sive volumes of daily transactions and allow firms to 
maintain regular TV conferencing services and to transmit 

ocuments simultaneously to branch offices at uniform 
jurly or daily service rates. 
new ultra-high-speed facsimile-transmission system 
make its debut as a part of INS services to begin in 
kyo's Musashino-Mitaka district in November. This new 
stem, using both fibre-optic and satellite-communica? 
S channels, with transmit A4 manuscripts at speeds of 
! page, compared with 60 s needed by conventional sys- 
S, upgrading NTT's existing facsimile-communications 

















Since their debut in the United States in 





Coaxial cable, used in Cable TV to carry video signals 
nd optical fibres, were both adapted for office communi- 
ations employing newly developed packet-matching 
techniques to connect: minicomputers, data terminals, 
word processors, printers, copiers, facsimile devices and 
intelligent telephone sets. The logic of such local links was 
compelling. Apart from more efficient communications 
among them and with other systems, networks serving an 
office, factory, company, hospital, or university campus 
‘ould enable cost-effective sharing of information within 
Organisation, enhance information-systems control 
| hence assure more efficient information management. 
Nowhere did this logic have greater attraction than in 
an, where the convergence of communications and 
mputer technologies constitutes the organisational 
ionale for leading: office-equipment manufacturers. 
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| *model, bringing the wired city of the future out of therea 
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of science fiction into reality. As a result, a giant home-in- 
formation industry is taking shape, initially involving more 
than 300 information suppliers. | | i 
Captains Service Co., formed in February with a capital 
of Y300 million — subscribed by NTT, information 
suppliers and terminal makers — will at the outset provide 
videotext information services to users within a 30-km 
radius of the centre of Tokyo. In 1985, service will be ex- 
tended to greater Tokyo, Kyoto, Kobe and Nagoya. Cap- 
tains Service, which will blanket all major cities in Japan 
by 1986, will cost subscribers, who must buy their own ter- 
minals, only about ¥300 for a lifelong contract and 30 for 
three-minute access. | 
€ NTT and NEC will also market a newly developed 
private Captains system designed for use by large firms and 
local governments as an internal information facility, com- 
peting with a similar system to be offered by Fujitsu and 
the Canadian Telidon System now sold by Mitsui, Nichi- 
men and Sumitomo. | | mE Ü 
. 9 NTT has begun a nationwide credit-card authorisation 











architecture, interface, 
trol mechanisms. ^ ^ ^. 

Partially as a result of the 
went on buying stand-al 
where necessary on telej 
communications needs. rodi 
tion of open network ms developed in the 
standard star, bus, orring configurations allowed 
the connection of equipment of various makers, it 
did not assure greater utility or efficiency. A data 


access methods and con- 
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| me lecessary and this pro- 
ostly. When Japanese versions of Ethernet — 
n that has virtually becóme world standard — 
t appeared, the cost of connecting a terminal to the net 
varied from the equivalent of US$3-4,000. Today, the price 
of connecting devices on a pair of chips has dropped to a 
tenth of that and is expected eventually to decline to as lit- 
tle as US$25. But this only assures connection with à net- 
work; it does not resolve translation problems, which re- 
quire special black boxes that function between com- 
municating devices and translate protocols. In their ab- 
serice, the result is likely to be networked cacophony. 








ut cost and cacophony are only two of the reasons 
Be have not yet taken off in 
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uonalt, SIX Japanese creait-cara companies ana aepartmernt 
stores with their own independent-consumer credit-card 
systems. Cafis will compete head-on with a similar service 
to be offered by IBM Japan called Catne (credit authorisa- 
tion terminal network), aimed mainly at independent cre- 
dit-sales companies. 

€ Anticipating the entry of competing services and possi-* 
bly to dissuade some, NTT began reducing long-distance 
telephone charges in April and extended the hours for off- 
peak discount ealls. As a result, the 40:1 ratio between 
long-distance and local calls was reduced to 10:1, a move in 
the direction of uniform nationwide telephone rates. 

Finance for NTT's further advance into the information 
age is to be provided by a special fund-procurement stipu- 
lation plan to beestablished in April 1985 with theissuance 
of ¥4 trillion in debentures, four times the company's de- 
clared capitalisation. This mammoth funding, specifically 
earmarked for replacement of existing communications 
circuits with digital networks, combined with NTT's 
enormous technological capability, will go far to assuring 
the reorganised company’s leadership of the information 
revolution well into the next century. 

To speed the process nationwide, MPT and the Ministry 
of International Trade and Industry (Miti) have announced 
plans for model information or new-media cities where 
homes, businesses, hospitals and administrative services 





machines. Then multi-function machines usually can be in- 
troduced, standardising office tasks for greater efficiency 
and linking the various machines to widen their scope of 
application. Ultimately, as the number and diversity of ter- 
minals for personal use multiply, they may be interfaced to 
form an integrated system through intramural local net- 
works — provided, of course, the additional investment is 
functionally cost-effective. 

When the successive steps should be taken and which 
systems should be used are complex questions requiring 
clear organisational and managerial understanding about 
who will use the products and systems, what they will use 
them for and why they and the organisation will be better 
off for using them. Integration, though seemingly logical it- 
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will be linked in the new INS network. To implement this 
new-media-community concept, one of the key Miti 
policies for fiscal 1984, support will be provided to facili- 
tate the installation and use of computer mainframes, 
development of software and the enactment of two com- 
puter-related laws to protect privacy in the use of both. 
Miti's programme is aimed at establishing the least expen- 
sive information system in keeping with special regional 
needs, by combining two-way cable TV, satellite communi- 
cations, the new optical-fibre network and microwave 
communications. 

The results of this technology-push-user-pull approach 
to the propulsion of communications-systems development 
will be nothing less than total industrial transformation, à 
dynamic process that now is entering a new phase with the 
creation of a more competitive market for communications 
services. The global implications of this process are 
stupendous. The likelihood is that, by the end of the cen- 
tury, Japan will emerge equipped with the world's leading 
information industriàl system. Just as history was radically 
altered by the shift of the epicentre of the industrial system 
to North America, its course will amost certainly reflect 
that ascendency of advanced information systems and 
societal arrangements for their more effective management 
in Japan and East Asia. 





self, does not bring synergy; it only makes synergy possible 
and assumes major organisational importance only when 
function is materially affected. The key word here is fune- 
tion, and this has had quite different operative implica- 


- tions for the adoption of Lans in Japan than elsewhere. 


itself quite differently in the Japanese office. Since 

there were no Japanese typewriters to begin with — 
and kanji word processors are coming into wide usage only 
now — there has been neither the need for, nor experience 
in, information processing that was common to offices in 
the US and Europe where these devices have far years been 
used extensively. Likewise, since the Japanese are not gen- 
erally trained to use typewriter keyboards and executive 
keyboard allergy is more widespread than elsewhere, there 
are limitations on the diffusion of personal computers and 
terminals within many companies. Since it was precisely 
this combination of word processing and personal comput* 
ing which made local networking necessary and cost effec- 
tive in the US and Western Europe, the absence of it has 
given networking a lower priority in investment decisions 
in Japan. 

Then, too, the inability of Ethernet — the most widely- 
used baseband network — to transmit video signals consti- 
tuted more of a decisive disadvantage in Japan than in 
other advanced countries. Optical readers, video and fac- 
simile, tend to be used more in Japanese offices, where 
keyboard interface is more restricted than elsewhere. Opti- 
cal transmissions, of course, can be carried by broadband 
cable which generally uses frequency-division multiplex- 
ing that allows several independent streams of informa- 
tion, including video, to be mixed or multiplexed on the 
coaxial cable, but connector costs for each stationare suffi- 
ciently higher than for links with baseband cables to limit 
this option. 

Other limitations of the Ethernet-type Lans have inhi- 
bited their use in manufacturing, a development which 
might have served as a further inducement to their intro- 
duction in the office. Ethernet was not designed for the 
continuous information flow needed in manufacturing, but 
for fast infrequent communications between machines. 
Moreover, a major drawback with Ethernet — which uses à 
bus typology with a single path connecting any pair of 
machines — is its probability. Since no two stations can 
transmit simultaneously, each station on the net must lis- 
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I: the first place, the communications problem poses 


ten before transmitting to assure that no one else is doing 
so. If so, on detecting the problem, a station would wait a 
short time before transmitting. While this is not a serious 
problem in many office applications, it is a fatal drawbaek 
in manufacturing where precision timing is critical to all 
automated production systems: and, given the importance 
of finely tuned, just-in-time production systems in Japan, 
99% information-delivery probability is unacceptable. 
Again, this problem can be solved by using the so-called 
token-passing ring network using a broadband system 
which, though highly reliable, entails considerably higher 
set-up costs 

Function, of course, also depends on the Japanese man- 
agement system. The main concern is in the productivity of 
the whole group — not just individual workers — and since 
secretaries, as such, are not numerous and do not play a sig- 
nificant role in the Japanese office, the purpose of OA has 
not been to improve the productivity of this particular 
group. 

Whether Lans are cost-effective in a Japanese office will 
be determined only marginally by the number of sec- 
retaries that are replaced. Rather, the 
critical factor will be the extent to 
Which information flow is enhanced 
for the entire managerial team from 
bottom to top. The problem, then, be- 
comes how to improve individual effi- 
ciency without disrupting harmony 
within the group. 

This means that Lans in Japan are 
usually large systems and large sys- 
tems require large investments, The 
upshot is that few Lans systems have 
been established in Japan to date, de- 
Spite the number of Japanese and 
foreign manufacturers offering vari- 
ous types of networks. According to 
one information-systems engineer, 
only 10 Ethernet systems are presently 
operating im Japan. Dedicated, closed 
Lans sold by computer makers and 
using their own equipment, generally 
in a star configuration with a main- 
frame as a host, are more numerous, 
but there are only about 40. Japanese 
users, it appears, still have much to 
learn about Lans. 


here have been exceptional 
firms, such as Okamura Corp., a medium-sized 
manufacturer of steel furniture in Tokyo, which have 
introduced total office systems. This enterprising company 
has linked its six factories, 58 sales offices and 2.200 em- 
ployees in a nationwide on-line system, fully equipped with 
computer terminals, personal computers, microfilm filing 
systems and facsimile machines 
Ali in-house communications, many that would nor- 
mally be by telephone, are relayed by computer unless the 
matter is unusually complicated. Similarly, all other an- 
nouncements and communications are routed through 
computer terminals 
Supplies are ordered by computer. As a result, long lead 
times between the factory purchase order and headquar- 
ters action are avoided. The purchasing department head, 
upon receipt of a purchasing request, can give immediate 
approval after inventory levels, identity of suppliers, prices 
and delivery have been checked on his terminal 
Only five staff handle the voluminous head-office ac- 
counting tasks, including recording the movement of 
funds, preparing financial statements, making stock and 
tax payments. Before the installation of the integrated of- 
fice system, at least 30 accountants were needed in this de- 
partment. Similar labour savings have been achieved in the 
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and assure monthly salary payments. 

Okamura did not achieve this transformation overnight, 
however. Step by step, over a long 17-year period, this inte- 
grated system gradually took shape. The first on-line mar- 
keting and distribution system was established in 1966. In 
1969, a computer centre was established at headquarters 
ùnd a production-information system was designed. 
Today, the company's network links the host computer 
with 330 automated on-line machines, making it possible 
for employees to obtain needed information concerning 
company operations instantaneously. 

But Okamura's pioneering experience in integrated of- 
fice automation was not widely emulated. On the contrary, 
it was a matter of derision for some cynics. As one manage- 
ment expert commented: “Okamura was like a farmer who 
had just purchased an executive jet.” 

Now, however, Okamura finds itself in the best of com- 
pany. In April, Toshiba inaugurated a new headquarters 
building — a veritable monument to integrated OA systems 
— destined to set the fashion for major and minor com- 
panies alike for the remainder of this century. Rising 40 
stories on the site where the company's original predecess- 
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Toshiba's decision room: 10% of OA business is Lan-related 


or, Shibaura Seisakusho, was founded in 1882, the ¥40 bil- 
lion (US$164.41 million) edifice features more than 1,000 
computers, word processors, facsimile machines, copiers 
and other OA equipment linked by a multi-dimensional 
Lan using both coaxial bus and optical fibre ring config- 
urations. 

Like the nervous system of the organisation, information 
transmission channels with a speed of 10 Mb/s interlace the 
offices of each floor in a bus-type Lan network, integrated 
into the total grid by a multi-channel, ultra-high speed, 100 
Mb/s, ring-type Lan. Organised as a hierarchical informa- 
tion system, equipment in each department is tailored to 
meet the needs of various levels of management. Each de- 
partment is linked directly, not only with all other depart- 
ments in headquarters but, through Toshiba's total on-line 
system, to 4,000 terminals in 120 locations, including fac- 
tories and branch offices. 

At the summit of this hierarchical system, all Toshiba 
executive offices are equipped with special terminals pro- 
grammed to supply 300 separate data menus, including up- 
to-date sales, inventory, production and profit informa- 
tion, as well as current domestic and international econo- 
mic and business trends. But executives are not passive in- 
formation recipients of assorted information. They interact 
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The entire system converges on a 38th-floor, futuristic 
computer-presentation room equipped with state-of-the- 
art audio, video and computer equipment in a simple and 
warm decor. Meetings are informed by full-colour graphic 
presentations of the latest information which flows to the 
room through multi-channel, multi-level local area, wide 
area and large-scale value-added networks linking the* 
Toshiba group of companies in a total cohesive on-line in- 
formation system. 

The entire structure exudes an aura of the information 
age. Although the information system itself accounted for 
only 10% of the building s costs, the spaciousness of the of- 
fices — each with its characteristic OA corner — bears wit- 
ness to a pervasive harmony of man, information and tech- 
nology. . 


tional Japanese company offices. No longer must 
each important conversation be recorded in à 
handwritten memorandum. Along with all other company 
records and communications, memoranda are drafted, 
communicated and filed automatically on word proces- 


G one is the usual clutter and congestion of the tradi- 





. ., like this filing system with optical laser disc. 


sors. Letters, which were also handwritten in the past (if 
in Japanese) are now drafted on a word processor in the 
OA corner or at the executive's desk and printed out at the 
22nd-floor printing centre. 

Without exaggeration, the system has transformed the 
entire image of the company for both those inside and out. 
As one executive put it: “People working at Toshiba feel 
like they have been part of the rebirth of the company and, 
in fact, in the transformation of their entire working lives.” 

The system has something to make the work of every 
member of the headquarters staff not just more efficient, 
but more pleasant. From ID cards — serving as part of a 
new time-keeping system free of cumbersome and time- 
consuming paperwork — to a firm banking system and a 
cashless cafeteria, to automated delivery systems and elec- 
tronic phone-directory and mail systems; all seem designed 
to assure a new interface which makes OA not just an in- 
strument of higher productivity, but the servant of all those 
working in the organisation. 

That productivity has been enhanced, there seems no 
doubt. “From the outset, it was a no-risk undertaking,” 
Shigenori Matsushita, chief engineer of the information- 
system group reflects: “ All we had to do to assure a return 
on our investment was to obtain a 3% increase in efficiency 
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increases as high as 30% can be expected. 

Add to that the boost in morale, the new image of the 
company and the demonstration effect of the integrated- 
information system. In sum, this investment — largely in 
the company's own equipment and software must be 
about the best use of resources Toshiba has made in over à 
century of existence 

The effects on OA sales were immediate. Before the new 
machines had really been broken in, Alps Electric, a lead- 
ing electronics-components maker, placed an order for an 
entire system with a reported price tag of Y1.5 bilhon. 
Visitors continue to flow through the building. keeping a 
reinforced staff of guides and demonstrators busy full- 
time. 

By 1985, in one short year, Matsushita estimates, 10% of 
Toshiba's OA business will be Lan-related: OA is itself the 
fastest growth sector in the company's vast range of pro- 
ducts, networking is destined to become almost instantane- 
ously an important source of revenue. 

Sales of Lan systems will be mainly direct to the custome 
ers, rather than through dealers or agents. Detailed knowl- 
edge of the customer's needs is required by network design- 
ers and they in turn must have à com- 
bination of technical knowledge about 
both hardware and software. Soft- 
ware houses or computer-service 
bureaux, both of which have systems- 
design capability, must ultimately 
rely on the manufacturer for 
hardware technology. 


oshiba’s Lan sales will be or 
qe along user lines, with 

departments for each branch of 
business — manufacturing, financing 
and servicing. While, in the past, users 
relied mainly on their own computer 
divisions for systems development and 
applications software, this practice is 
fading. Instead, OA-equipment mak- 
ers are expected to provide these ser- 
vices as part of a total systems pack- 
age and this trend will increase as the 
use of Lans expands 

Prospects are that, following 
Toshiba's example, many OA firms 
will build showcase office buildings in 
the near future. Before year’s end, 
Fujitsu will move to a new 22-storey 
facility in the financial district, where 
a Lan will link headquarters operations to five major fac- 
tories and research centres in a wide area network that 
will itself be a part of the projected Fujitsu large-scale 
value-added network. 

By 1933, Lans will be widely used by most major Japan- 
ese enterprises and they will be followed by a large number 
of medium-sized companies. As a measure of what this 
means in business volume, if only companies listed on the 
Tokyo first stock exchange were to spend as much as Alps 
Electric during the next decade, there would already be a 
market of well over ¥1 trillion and this almost surprise- 
free scenario is only a beginning of things to come 

In keeping with all predictions about the growth of the 
OA market, this one is likely to prove a gross underesti- 
mation. Even without the impetus of Lan, demand for OA 
equipment is far outstripping earlier industry forecasts 
According to the most recent long-term projection of the 
Japan Office Equipment Industry Association, total in- 
dustry sales of ¥5.4 trillion estimated for 1990 will be 
surpassed in 1988: this amounts to a two-fold increase in 
five years during which production is expected to rise on 
average 14.7% annually. And, by 1993, gross production 
value of business machines and OA equipment will reach 
X9.5 trillion, if output grows al the projected aver- 
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ilum term, Japanese wor 
he field, growing at an average | 
he 1983-88 period. Over these years, prodi 
ile, personal computers, office computers and micro- 
hic equipment will all register respectable growth of 
20% annually. This proliferation of machines, in- 
ingly used a personal or decentralised work stations, 
ill be then required linkage in Lans to achieve the full po- 
ntial of their utility. | 

. Ultimately, the latest OA white paper predicts, Lan and 
ther forms of computer networks will come to make up 



















Gene Gregory in Tokyo 
"On 14 January, the Japan Broadcasting 
Corp. (NHK) demonstrated to the press a 
 newly-developed system which makes pos- 
le the transmission of TV images two to 
“three times clearer than those of conven- 
„tional broadcast, while using even less than 


mm previously required by high-definition TV 

nologies. By squeezing the TV signal into a smaller 

dwidth, NHK engineers achieved the breakthrough 

ch may prove to be as important as the invention of col- 
iroadcasting. : l 

1e improvement of this new band-compression tech- 





V. system taken out in Germany. Stated simply, the 


roduce. The greater the detail, in the language of the 
ngineer, the higher the definition. | E 
nce the beginning of TV, competition in the trans 
‘and receiver-equipment business has begun wit 
pts to perfect higher definition pictures, which is a 
tion of the number of scanning lines across the screen 
the receiver's cathode ray tube (CRT). 
nore than a decade of research and development (R 
RCA set the United States standard with the intro- 
on of à 525-line system in 1940. In Europe, somewhat 
arper images are obtained by the 625-line German Pal 
ie 819-line French Secam systems after World War II. 
jen, in 1981, at the Society of Motion Picture and Televi- 
on engineers, representatives of NHK and a group of Ja- 
inese equipment manufacturers unveiled the working 
prototype of a high-definition TV (HDTV) system using 
25 lines, more than twice the present US standard. 
Jsing a somewhat larger screenwidth, the new HDTV pic- 
ture contains five times as much video information as a 
conventional one. 
he main problem, however, was that to transmit this in- 
formation, the original NHK system required 30 MHz of 
2 baseband bandwidth, which is equivalent to the total 
io-frequency broadcast spectrum of the five VHF or 
V channels in the US. Put another way, a country 
as five conventional TV channels could have only one 
TV channel if no additional channels were available 
ler international conventions. Since the electromagne- 
"broadcast spectrum is limited, bandwidths available 
: ountry are limited by international consid- 





















f 














OA Ann rnt a t ra ear t A enor an Sra ama A ethno 


itself is no longer 


-the electromagnetic-broadcast spectrum: 


By constitutes a major step forward in the long march. 
FV industry, begun in 1884 with a patent of a com- | 


n TV since that early beginning has been a func- - 
f the number of scanning lines used: the more lines a. 
stem has, the sharper and more detailed the picture it 





tually precluded the intro- | compression technology. 














low progress dur- 


. Ifthe evolutionary mode s the slow p: ss du 

ing the past five years in Japan of OA's great phantom — 
Lans — it also provides an appropriate paradigm for 
analysing its prospective development in the coming de- 
cade. A Lan becomes necessary only at a certain point inthe 
evolution of an organisation's information systems: when 
the number of terminals, work stations and hosts requiring 
interconnection has reached a criticial mass. Prior to that 
the Lan is simply unnecessary cabling and connections: 
after that point is reached, local networking becomes im- 
perative for enhanced efficiency. ü 





+ 








tipłe sub-nyquist* sampling encoding or Muse system 
overcomes this obstacle, clearing the way for the third gen- 
eration of TV. This process squeezes TV signals into a chan- 
nel less than half the normal size, using special equip- 
ment, not only. at the TV transmitter but also in the TV 
receiver. E E ee 
By overcoming the voracious appetite for bandwidth, 
NHK engineers capped an undertaking in TV systems re-de- 
sign that began in 1968 with the fundamental question: 
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nance bandwidth: and for better, morei 
| ing, a larger screen with a five-to-three 
` height) rate was established as ideal. 
Once these main specifications had been determined, 
everything had to be re-invented. A camera tube to obtain 
high resolution, the 1-in diode-gun impregnated-cathode 
| Saticon (DIS), was developed and made available to lead- 
ing video manufacturers for production engineering. A 
three-tube colour camera using DIS was produced with the 
necessary 1,125 scanning lines and frame rate, including 
circuitry to correct registration errors at 570 points in the 
picture. At present, given pick-up tube limitations, current 
camera technology is just barely able to produce a satisfac- 
tory HDTV image with studio-type cameras to deliver 
high-quality pictures. E 
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eventually be used in computer and videotext ter- 

minals as well, were equally rigorous. A series of 30- 
05 in high-definition picture tubes was developed to meet 
these demands. Experiments in flat screen were upstaged 
and.remarkable progress made. A 70 mm laser telecine was 
perfected to convert film pictures into HDTV signals. 
Totally new transmission systems from field pickup equip- 
ment for programme production to the terrestrial and 
satellite transmitters had to be designed and perfect- 






T requirements of receiving tübes, which will 























We have a great range 


in store for you, 


Teletrade can offer you just about 
anything from a telephone to a telephone 
exchange, including telex terminals, 
answerphones, callmakers, payphones, 
even spare parts for maintenance. 


from British Tele com. 


We have brand-new solid state equip- 


ment, and good-as-new reconditioned 
equipment, all tried and tested by British 
Telecom, one of the world's largest 
telecommunications authorities. And the 
prices are very competitive. 

For further information, just contact 
British Telecom's Teletrade Sales Office, 
Broad Street House, 55 Old Broad Street, 
London EC2M 1RX. Telephone: +441 588 
5872. Telex: 887523. 
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The overseas equipment marketing 
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SCEPTRE 100 Electronic 
Telephone with call-timer, 
clock and number store. 





700 SERIES The classic UXD5. British Telecom's 
British Telecom dial phone new rural 
inarange of colours digital exchange 








CITY BUSINESS SYSTEM The rev 
communications svstem for finance house 
exchange dealers. Touch-controlled from 1 





DIGITAL SPEAKING CLOCK Thi 
controlled speaking clock with a digita 





PUMA A fully electronic teleprint 
microprocessors to provide advanced í 
its own memory 
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hen a banker teams up with a 
Nixdorf computer, he becomes 

Nice the banker he used to be. 

Thereasonis, he can free himself 
om the myriad clerk-work details 
f banking, and get down to the 
hallenging work you expect from a 
anker. 

He has a tool that enables him to 
3trieve up-to-the-minute financial 
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data, and put it to work for his clients 
and customers. He can also work 
on several options at a time, to 
make his customers’ money work 
harder for them. 

Which is one of the reasons half 
the bankers in Europe work with 
Nixdorf. Our terminals and auto- 
matic cash dispensers, for instance, 
handle hundreds of millions of rou- 


tine transactions around the world 
every single day, 24 hours a day, 
seven days a week. Permanently 
laying to rest that old myth about 
"banker's hours", while making life 
a lot more convenient for bank 
customers. 

Including some of the largest in- 
ternational corporate customers. 
Nixdorf svstems can be made 


n Europe works with Nixdort 
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fluent in all of the world's important 
currencies. So they can help the 
corporate controller to shift funds 
as he sees fit. Maximizing the ben- 
efits to be gained by quick access 
to the world's money markets. 

In Asia, Nixdorf computers are 
being used increasingly to work in 
conjunction with other mainframes 
which can't always handle the 


volume alone. 

So if the bankers on your left and 
right don't seem to have discovered 
Nixdorf yet, there's a good chance 
they may be using us behind the 
scenes. After all you don't tell them 
everything you do, either. 

Nixdorf Computer Pte. Ltd. 
100-c Pasir Panjang Road 
Singapore 0511, Tel. 479 11 00 





Nixdorf Computer I 
Unit A, 9th Floor Unit 
95, Queensway, Central H 
Tel. 5/202222 


NIXDORF 
COMPUTER 
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economical partner. You save time and money. 

A more user-friendly copier would be hard to find. The 
compact, lightweight Sharp Z-60 locates anywhere. A conven- 
ient flat-key control panel with LED indicators makes operation 
super simple. 

Although it's small, the 7-60 copies as easily on oversize B4 





| " Copy. its interch 


dva ed mechatronics technology keeps you i in 
| beautiful copies in black, red, blue or brown. 


direct touch with this easy-to-operate, simple-to-maintain 









angeable devel oper uni its provi ide 


The Sharp Z-60 personal copier. It's good for busi iness peus an 
important step toward easier, more accurate information 
processing. 

sharp calls this unique concept PA (Personal Auto- 
mation) because it maximizes your personal capabili- 
ies and potential. 








SHARP COR PORATION, JAPAN 





Fiesse contact your local Sharp distributor tor further information. 000 


The Philippines: AUTOMATIC APPLIANCES, INC. Makati Commercial Center, Avala Avenue. Makati. "Rua Tet 88-7; T2 2-54. BB. 78. 96. 88. BAB 6B. 88. 45-9; 92. 86-5 55- 26 


Hong Kong: ROXY ELECTRIC CO., LTD. Room 1701-1710. Admiraity Center. Tower * 18 Harcourt Road Ter 5-8229311 (06 bes 

Singapore: ROXY (SINGAPORE) PTE. LTD. 483 Tangin Halt Road. Singapore (iia Tel 631011 

Mataytia: — RORY (MALAYSIA) SDN. BHD. Lot 16. Jaian 223. Section 14, Petating Jaya, Selangor Ter 571477, &71208. 474914. 571364 and S61811 
Thailand: THE BANGKOK TRADING CO., LTD. 395-8 Charoen Krung Road. Pistien Brugge, Bangkok 5 Tet 22:4-5001«4 

Taiwan: AURORA CORPORATION 8th FL. No. 148. Sung Chiang Rd. Taipei Tawan Ter C021 56399071 (CO lines? 


indonesia: 


PT. TRITANU daan i H Juanda BE No. 12 Jakarta Pusat indonesia Tel 367608 





the first HDTV transmissions have 
yet to be made, it is generally be- 
lieved that the launching of the BS- 
3A will provide the appropriate oc- 
casion for the inauguration of ser- 
vices. 

A number of key problems remain 
to be resolved before the final deci- 
sion is made, however. The problem 
of compatibility with existing TV 
receivers is especially difficult. 
Methods of chrominance multiplex- 
ing, luminance, bandwidths and 
line rates all differ from those cur- 
rently in use in Japan, the US and 
Europe. This means that a satisfac- 
tory scheme for phasing in the new 
system without immediately mak- 
ing the existing sets obsolete must 
be devised. 

Or, put differently, since HDTV broadcasts cannot be 
launched until there are some receivers out there, the solu- 
‘tion would seem to lie in the direction taken with colour 
TV: that is, HDTV broadcast receivable by existing sets 
even though they cannot benefit from the full effects of the 
new system. It took 20 yearsafter colour TV was introduced 
to phase out monochrome sets. While the transition to 
HDTV is likely to be faster, this will largely depend on ar- 
rangements for gradual transition. 

CBS, which has made a major commitment to HDTV in 
the US, has devised a scheme for broadcast of 1,050-line 
transmission divided between two channels. Existing sets, 
according to this scheme, could receive the conventional 
525-line broadcasts on a single channel. | 

But consensus on this approach is proving elusive. Some 
of the industry's wise men, especially in the US, see no real 
need to shift to high-definition broadcasts soon. Pseudo- 
HDTV effects are obtainable with full digitisation of the 
video circuits. Digital receiving systems (digital TV trans- 
mission systems have yet to be developed) have the advan- 
tage of higher fidelity in signal processing which can im- 













prove picture quality almost as much as HDTV, even with 
the existing broadcast signal. - ^e. dial’ 
B ee noug n 4c n "an n access mer 
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Sanyo, 


August 1983, both Sony and Mat- 
in digital TV circuitry, with Sony 


non-interlace scanning, which dou- 


of the received broadcast is stored in 


clocked out at double speed on to the TV screen. 

Sony's new system also features complete separation of 
the luminance and colour signals, reducing the coincidence 
of flickering, dots and colour spillover. A dynamic comb 
filter, developed by ITT and incorporated into one of the 
integrated circuits of the Digivision assembly, enhances 
picture resolution, providing reproduction of images free 
of interference. 

At the same time, based on NHK's 1,125-line HDTV tech- 


nology, Sony has developed a high-definition video system — 
with video recording, time-base correction and other 


cabilities. Elements of the system, prototypes of which 
were demonstrated as early as 1981, include: 

e A high-definition three-tube TV camera, which incorpo- 
rates the NHK 1-in Saticon high-resolution pick-up tube. 
è l-in wide-band videotape recorder with a new high- 
density recording format. 

e Wide-band digital time-base corrector, featuring 4 
newly developed wide-band and converter. 

è 20-in and 30-in high-definition Trinitron monitors, with 


of NHK and set makers. In May, both Sony and Mat- 


or leading Japanese makers, 
F however, digital and HDTV åre- 
. not mutually exclusive. É 
Sharp, Matsushita and 
Toshiba have been among the early | 


developers of digital signal proces- 
sing using ITT chip assemblies. In - 


sushita announced breakthroughs 


claimingmorethan60patentspend- | 
ing on a design that incorporated ' 


bles the number of lines that make — 
upapictureontheTV screen. Topro- — 
duce the 1,150-line picture, each line | 


a digital memory before being | 
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ime, antennae prices can be expected to decline 
with new technologies and rising scale economies 
with increased output. 

- Toshiba and Alcoa NEC Communications, an 
affiliate of NEC, will supply home receivers and 
oarabolic antennae to Satellite Television Corp. 
(STC) of the US, under agreements concluded at 
the end of 1983 as STC moved into the final stages 
of preparations for a major satellite-broadcasting 
blitz. Toshiba's system consists of a parabolic an- 
tenna for receiving super-high-frequeney (SHF-12 GHz) 
signals and an outdoor converter which changes SHF sig- 
nals to 1-GHz zonesignals, plus a tuner connected to the TV 
set for reproducing pictures and digital sound signals — all 
or Y240,000. 

. But new plastie antennae with built-in converters re- 
portedly under development by half-a-dozen makers — ir- 
eluding Yagi Antennae and Nitto Electric — could bring 
prices down to the ¥10,000 per set level, some ‘financial 
analysts estimate. At this point, both direct satellite broad- 
casting and HDTV will become much more interesting 
propositions. 



































Ww ut, while TV digitisation will not wait for HDTV 
| transmissions, HDTV technology is finding its imme- 
d L diate applications on other fronts. Since it comes close 
to duplicatingof 35 mm film when projected, HDTV systems 
are expected to be widely used in the movie-production pro- 
cess. Fully automatic HDTV cameras have the advantage of 
easy operation. Tape, unlike film, is not wasted in 
he editing process, but can be re-used more than 
once: and instead of shipping prints to theatres 
around the world, motion-picture companies will 
gne to distribute an electronic taped version by 
satellite. 
With this use in mind, Sony now has an entire 
integrated line of HDTV motion-picture produc- 
tion equipment designed specifically to obtain 
economy and production efficiency in film making 
and distribution. | 
What is good enough for the film industry is good 
enough for the home. Since high-definition video- 
tape recorders arean integral part of the NHK sys- 
tem, they can be marketed independently as stand- 
alone video systems appealing to the same people 
who purchase expensive audio equipment. High- 
definition tape can be reproduced directly from 
. motion pictures, conserving the original quality. 
For ultimate conversion of present systems of 
. broadcasting to HDTV, several intermediary steps | 
. must betaken: MUCH Ie LL b 
| © Someagreement has to bereached among manu- {Al 








tx 





facturers and users worldwide on exact sta 
HDTV systems are large-scale, they require 
ments and all but publie corporations such a 
likely hesitate to make investments on this sc 
sence of universally accepted HDTV standard 
€ There is the problem of the cost of band 
Until this problem is resolved, either HDTV v 
at the supply side with too few channels avai 
HDTV broadcasts or the sale of receivers will 
causing hesitation among commercial and | 
casters alike to undertake a major commitme 
€ Even if the chicken-and-egg syndrome is « 
transition from conventional to HDTV bri 
fraught with complexity. Some scheme, perh; 
the CBS formula, must be found which does 
existing TV receivers obsolete. Digital TV cou 
answer through its rapid diffusion, which i 
simplify the conversion process. y 
Two circumstantial factors suggest that th 


























, ” - 
M 
i "ad 





A B L 
; "2 € 
n Nu 
é R w: ~: 

eed Tay Gc 7T pee uuo ev. yc AM oe 
st Ov F TOF! ? O: HIIaGuia-cr TIVE 
mw c ET Lr ifr ono pu den sic f 


ETAN 












o its Ld ter tial 
am Rant acturerse 






which would be tantamount to ma king Japanese receivers 
world-standard by dint of universal presence. 


"0 one in the Japanese industry these days. doubts 
that. the powerful mix of HDTV, digital TV, direct 
§ satellite broadcasting and new media all add up to 
explosive and continuing growth. Among them, the three 
technologies provide a good 25 years of potential growth 
through product and production innovation to develop ad- 
ditional features and increasing value-added. 
d to this the consequences of the merging of TV and 
iter, TV and telephone and TV and printers in the new 
a. A foretaste of things to come is seen in Matsushita 
ric Industrial’ s new digital set that can simultane- 













! ces and home computers. In October, Mitsubishi Elec- 
tric will begin marketing a US$1,062 TV set with built-in 
printer that turns out hard- colour copies.of images re- 


ceived on. ‘the screen, which means that TV is just. a step i 


away from becoming a facsimile terminal. _ 

^ Mitsubishi Electric also joined the race for flat, full-col- 
our liquid displays with the announcement in 1983 of the 
world's first large system — -with a picture field 1.2x1.8m 
(the size of the tatami used in traditional Japanese flooring) 
— which can display full-colour animation, patterns and 
characters input from a videocorder, video camera or com- 
puter. The system, initially priced : at 310-30 million am’, 
will first be used for visual services at theatres, music halls 
and sports arenas, but also heralds the advent of the flat- 
screen wall TV. 

Thus far Mitsubishi, Matsushita, Sony, Sanyo and Seiko 
— all working on active-matrix type liquid-cry ystal dis- 
plays (LCDs) — have been notably silent about commer- 
cial-introduction dates for their new flat-screen colour TV 
sets. But rapid-fire advances in technology have overcome 





many limitations of low-contrast, narrow-viewing. angles. 


and slow responses to electrical signals, thereby opening 





the door to such lucrative markets as colour TV, computer i 


displays, large-screen projectors and ultra-high definition 
graphics — functions. which will all eventually be united in 


a common home terminal for reception of microwave, 


satellite and'cable transmission... 

Initially, such LCDs will be used in pocket colour TVs, 
which are expected to appear on the market in the next 
two-to-three years. Japanese TV manufacturers are 
mobilising resources to offer large-area matrix displays up 
to the size of the Mitsubishi wall unit for use in homes with 
HDTV, which i is expected to be commercially operative in. 
five years’ time. Flat screen, many in the industry claim, 
could be the breakthrough that would solve the chicken- 
and-egg problem Mir the industry today. The prob- 
lem of obsolescence would be considerably mitigated for 

box sogdenlys could bere- 








ir householders if dins 
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pan. Even the convention 





y etr tataiulpate sets to handle. any umber of lines. | 


' process. signals. from regular. TV stations, videotext g 
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ciency with a continuing flow N 
TV tech. nology from their lab 






' imr the Se semi-c ond 
electr "d signals is faster thz 
including amorphous silicon, 
diquid displays. 
is-application is pe 
ronies =- by tar. 
Teen dispiays at present— | 
Epson, Hitachi and Toshiba, th SEIT 
limit. The eventual market for full-size flat c 
grow atastronomical rates. Qm 
All things consider red, TV is poised for explos 
ment that will make past booms look mieroscr 
parison, HDTV, plus multifunctional digital T 
computer TV, character-multiplex TV, din 
broadcasting TV, systems TV, antera e E A 
videotext. all add up to a mammoth t 
wave of new products which defies 
Projections.made by Nomura Rese: 
by 1990 at least 45% of the cons 
sold in world markets will n 
This assumes that global demay 
products will reach X45 t 
times that.at the outset of thi 
Combining steady impr 






























electronics firms are destined to p 
— very much like the role they play in ee cont 
lopment ot video cassette recorders. 


SATELLITES 


















peur de und. don 

. markets on both sides of the 
“mise to open skies -— if not. dox 
.tions.may be rising. quicker t 
:paced, high-risk satellite-corr 
- industry can satisfy. 

| Increasing satellite capacit 
speed, more efficient telecommunications sys 
be creating the demand for their own services. 
tems dropping relatively inexpensive earth & 
sponse to market needs are likely to remain 
more flexible than fixed terrestrial systems 
States Centre for Space Poliey forecasts ann 
for space communications of USS15 billion 
2,000. 

The US space programme and lead.in comp 
meni has enabled US firms to dominate the s 
munications industry. Many Asian countries i 
catch up now. Some insist on doing it mostly. 
others appear unsure whether the economic 


PaL worth the political risks. 


Asian business and political circles have t 
see the promise and threat of the infor KON 
national: n ellite telecomenunications: iti 









nicrowave to a satellite hovering « over the 
atellite then relays the message to an earth 
.second country which transmits the message to 
‘minal, computer or network. 
7 the terminals, computers and networks are in 
and the satellite connection is made last. Often 
2 as a cheaper alternative to a terrestrial system. 
' satellite up there has proved to be a dramatic if 
ertain event. Prior to the National Aeronautics 
Administration (Nasa) shuttle, launching of a 
uld only be done at the cost of an expendable 









zace shuttle and its booster rockets are re- 
€. This was expected to reduce the launching 
ge to satellite owners (it did) because it would be 
mical (not necessarily). The European company 
e has begun competitively priced international 
inches from Kourou, French Guiana, located 
y near the equator and using expendable roc- 
etition from Arianespace and a variety of other 
‘rocket users will tend to keep downward pres- 
nch rates for several years. US inter ests have 
lanespace with “predatory pricing.’ | 
called low-technology, expendable rockets are 
ain sufficient altitude to propel the satellite 
two) towards its intended geosynchronous 
1anned shuttle does not go so high; the satellite 
extra boost, to be launched from the shuttle, by 
led Pam (payload assist module). 
| extra expense (it is non-recoverable) and also 
ag that can go wrong. It has. On the Challenger 
itin oe this year, malfunction in the Pam 
| s Westar 6 and mean sa S 










im: failure placed eani around A 
it in general and made forecasting of communi- 
Hite capacity extrefü ( samc 
ad forecasts have also b en fl 







wating wide- 


'ustomers and their underwriters are now suffi- 
ident that the problem of Pam has been r 
two additional communications satelli 
original payload. (Scheduled for the ak 
26 June). 
communications is still a very high- -risk busi- 
hile the risks of launching and injecting. satel- 
jit appear to be moderating, i insurance rat es are 
ng up for earlier losses. TER 
satellite is in orbit and operating as “intended: it 
for about. 10. years. This means long-term 
.a high-risk investment. Costs vary widely; 
3$100 million is a fair indication of the typical 
isk for a single satellite. In contrast and conflict 
ers which have settled into a working life of 
ears. This means an additional risk of obsoles- 
ing the payback of a a long-lived satellite. 
he industry has been lucky in that demand has 
risen to meet capacity. Successful launchings 
coming Discovery mission and others sche- 
eremainder of this year could begin to test the 
'economics of the satellite business. Intelsat 
; been in place to regulate international pri cing, 
























. fears that international telecommunicatio 






Comsat (Communiéati ns Satellite ! d Corp) je “United st 
States signatory to Intelsat, it has a monopoly oncon- - 
necting all US users to the International Satellite net- 
work. s. 
ava (Extra Vehicular Activity): space walk; expect: 
ed to be used in repair or retrieval of malfunctioning 
satellites. 
Geosynchronous orbit (also, geostationary orbit): 
circular orbit at the plane of the equator at an altitude 
| of about 36,000 km and corresponding to the rotation 
of the earth, thus holding communications satellites at 
| a fixed point in the sky. 
Intelsat (International Télecotkimütiteationg: Satel- 
lite Organisation): a cooperative of 108 nations holding 
a monopoly of international satellite communications. 
Lan (local area networks): typically used to connect 
office equipment, terminals, printers, word processors; 
| personal computers within 10, 000 ft of each other. © » 
Pam (payload assist. module): used to lift a satellite” 
from the shuttle orbiter towards the higher-altitude. E 
orbit t needed for Pin s ervices... 













munications oad “a dE DI 

Unix: compute Opin) d yit which ED É 

| programmes to be transferred between computer SySr | 
| tems of different manufacturers: | 
| VAN (value added networks): computer-to-com- . 

puter communications systems distinguished by an ens. 

| hanced level of information-processing pae : 





operate satellite-communications services: independent of 
Intelsat between the US and Europe and between the US 


. and Asia. Grantirig these applicati ons would be consistent 


with President Ronald Reagan's administration's disposi- 
tion towards de-regulation, as it has shown in domestic 
telecommunications and international. shipping. Intelsat 









coming soon and cites the danger of independent operat rs 
skimming off high-traffic routes leaving lower-volume 
markets with inadequate or high-cost services. ^ ^. 
Meanwhile, of course, the state of the art of telecom. 
munications continues to change rapidly. Technological 
innovation and the industry’ S perception of its market are 
dynamic. i | 


market guessed that business customers would first 

demand digital networks to handle burgeoning data 
requirements and add voice capability later so the industry 
directed its investment and development accordingly: 
However, when the US Government: imposed dissolution of 
the Bell telephone system, it turned | 4 users free t to 
look for new voice ayare ne t ( ; lt, 


E arly appraisal ‘of the satellite Sélegóthididcdtioni 












has not been seriously confron ted with hardis- . it | 








qi mranications: Somer for? “permission 


rast year five US: companies have applied to the. 
ti 




















| Ork o elec 
vices. The development of Lan (1 sin- 
creased demand for data-quality transmission to and from 
individual user terminals. Customers typically want to deal 
with one vendor who can supply both voice and data ser- 
vices. Moreover, customers want to deal with a single ven- 
dor who can supply end-to-end service and not get bogged * 
down with the full array of network operators, long-haul 
carriers, satellite access and system operators. | 

There is now at least the hope of standardisation in data 
telecommunications. Equipment manufacturers and Sys- 
tem operators seem to be coming round to the view that 
technology. confrontations simply confuse the market and 
are:counter-productive. The International Telecommuni- 
cations Union appears about to give favourable considera- 
tion to ISDN (integrated services digital network), a stand- 
ardised system of data communications developed by the 
US company, Satellite Business Systems. As for the com- 
puters themselves, Bell. Labs’ Unix seems to be gaining 
wide acceptance as a cross-compatible operating system. 

Given enough money, there is no problem to putting to- 
gether single operator, end-to-end domestic satellite tele- 
communications systems for both voice and data — and 
evén video, for:which business demand is risin g. However, 
it takes more than just. money to put together the same 
things for international telecommunication. Enter politics. 

There seems to be broad recognition that the telecom- 
munications revolution is becoming a vital part of interna- 
tional trade, that international trade is essential for econo- 














mic development, that economic development is crucial for 
national survival. 
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terna- 
tional participation in 
the commercial deve- 
lopment of . space. 
Japan has announced 
forthcoming deregula- 
tion of telecommuni- 
cations and Prime 
Minister Yasuhiro 
Nakasone has ex- 
pressed serious in- 
terest in participating 
in the commercial 
development of space. 
Therefore, competitive 
single-operator, end- 
to-end  satellite-tele- 
communications . sys- 
tems should be likely 
soon between the US 
and Japan. Wrong. 

In time-honoured 
tradition, establish- 
ments on both sides 
are. seeking to stack 
the deck in favour of 
the home team. The 
US, which still holds 
an overall technologi- 
cal advantage, would 
like to | keep it. 
Justifications in- 
clude everything from 
military security to 
proprietary rights of 
individual patent | 
holders. . The . col- | 
lision. of to- 
operatio: i secrecy |^ 
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shipped to Jay 
The transponders (the part« 
satellite that actually relays the signals from and to 
stations) were sent to Japan in sealed packages and inst 
ed separately by a GE team, The J apanese were not alloy 
to inspect them. Half the transponder system failed st 
after launching. The Japanese are now furious from- 
ministry level on down. Ironically, the Japanese, who: 
probably capable of developing a similar satellite b 

selves, had opted for US import to diversify the « 
risks of their space programme. 

















eanwhile, Japanese and foreign telecommun 
cations companies have begun jockeying for pos: 
tion in getting into the Japanese VAN (value ade 
networks) business, while the government attempts: 
weigh the value of foreign participation against the dest 
to preserve domestic operators. E 
The spectrum of political concerns seems to run a.c 
tinuum from national prestige (perhaps the concert 
Americans as much as Japanese) to doctrines of s 
liance (as seen in the satellite programmes of India 
China) and to reasons of state security (in Taiwan 
South Korea). | 
Indeed, high-speed international telecommunicati 
beginning to impose some hard choices between na ic 
security and economic policy. The South Koreans 
oe others have ma 
€ tained censorship à 
all forms of inforr 
tion entering or! 
their countries: 
has been easy enm 
to do with the m 
convenient "n 
eavesdrop $ 
phone  conversati 
and possible 
monitor conventioi 
telex services via 
tral-office relays, 
only is it teehn 
impractical to on 
this traffie thre 
central-govern 
security office forc 
sorship, but the ecg 
mics of satellite trà 
mission encourag 
proliferation of eart 
stations decentralising 
traffic flow. Fibre 
optic connections’ 
the earth stations ow 
soon facilitate trans- 
mission of information 
at a mind-bogplir 
rate of 275 million b 
per second. The volt 
would seem to c 
whelm even the mà 
zealous censor. Yet 
and here is the rub 
liberalising transmis: 
sion of commerci 
data for | 
reasons would unde 
mine the  nationa 
security logic for ce 
 Sorship in other.ar 


su has the press. 
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fs in Hongkong | 


tila few months ago, the REVIE W edo? | korr à are dise ge 
al offices were dominated by the statcato. duh access s to: ü 
-din of typewriters, huge battered manual er 
behemoths on which a new issue was 
pounded into being every week: Now the 
sounds are mostly the soft click and whirr 
E disc drives, gentle tapping as editors 
WOrk electronic kevboards and the occa- 
sional buzz of a high-speed line printer. 

elore computers, a typical REVIEW story would be typed 
and retyped four or more times before it found its place in. 
"magazine. First, a correspondent typed out his file 
hich was then taken to a telegraph office or Reuters 
ureau. There it was rekeyed on a teleprinter for transmis- 
n to Hongkong. Copy received in. Hongkong went 
ugh. several stages of pen-and-ink editing, scissors-. 
tape rearrangement and extensive retvping as the 
' developed and new updates were filed. Eventually the 
iLedited copy, by this time an assemblage of taped and 
t Ms sheets tullo of scrawled insertions, was To to dud 
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The workhorse of the system iS sthe Sard M23E 
30 in our Hongkong offices (one on almost everi 
nine more in bureaux. Each has two 3.5-in disc ¢ 
ing each user a usable on-line local storage cape 
proximately 35,000 words (one drive is dedica 
programmes). ' 

These small drives are e located. inboard on mé 
so the entire unit occupies a relatively smallamo 
space: Sony 3.5-in floppy discs. are enclosed i ina 
tic shell which A henter p ai 

sion of 



















tional floppy: discs. 
The pone pire 
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uM sy Siena iti uen a Sone SW) 
and finally typeset, all by computers with- 
ourse to paper until the presses roll out the ac- 
age us are due LAE common. Tt Was: d uai 
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| mainiramé computers. 
of c dozens of dumb terminals (each 
nomi is NIGGA D extensio 
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“th nee e iot i Se there is a a a 
l| library of stories-in-progress maintained by 
other microcomputer. = 
y microcomputers instead of a mainframe sy S- 

At the time the system was designed, the emergence of 
werful, inexpensive microcomputers was unmistakably 
1e most striking ; development in the computer industry in 
ecent. years, A conventional micro today has capabilities 
parable to vesterday's mainframe computers, but costs 
o more than a mainframe terminal. | 
Software for. mainframe computers. is very costly: Most 
tallations require customised or semi- -customised pro- 
grammes and the programmes must be very complex to 
andie many different tasks simultaneously. But competi- 
nfor the huge micro market has made microcomputer 
oftware à relatively inexpensive retail product. Also, since 
1 pendent sialon ss oo ean ser p run | different 
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lep Dents micros to o she expensive à memory and oie. 
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own, computers and the central poeni using : a à dieti cric 
ven programme which first interrogates the user to deter- 
mine what action he or she wishes to take, then initiates a 
weno os with a complemen A P programme bud on. 
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deen Itine rporates excel E 
against accidental loss of data and wi 
convenient transfer or removal of file 
grated in the sense that all local progra 
for execution frorn a master comm 
as single-key commands; without ch igd re | 
ing: Windows: and graphic:icons (pict res oft ash cans; 
pens, file folders and- so on) are. "hob used, however == 
multitasking and the Ram over head w: requ ^ S 
powerful and expensive computer than the M23P' 
An our opinion, offering commensurate improvements i inc 
real performance. | oso 
Office automation. systems ánvariably disrupt- routines 
 and;put demands on staff to learn new skills. However, in. 
the end, introducing computers.to the Review. proved 
less) traumatic than. "we bes opm During the first few. 
ek: 1 rtainty and even resist- i 
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By Paul Ensor in Seoul 
Hanging on the office wall of the executi 
vice-president of Daewoo Telecom; Park 
Sung Kyou, is a calendar which goes up. 
the year 2000. “We spend a a fair amount o 
| time talking in front of it," Park says. Ev 
ambitious, South Korean industry has b 
plans for becoming a world power im 
fice automation and telecommun 
n the future. Dependence on foreign 
j | software ie a ot the hinge 
















ing forcesin the future. 

The streets of Seoul abound with computer shops; 
selling personal computers (PCs) which are almost 
copies of American models. These can hardly be c 





grated systems. There are more than 40 PC manu 
many of them merely small copying outfits, wh 
predominantly small, based on 8-bit technol 
16-bit models beginning to appear recently. Ma. 
items include keyboards and cathode ray t ubes (& 
several foreign producers use South Korean proc 
source: IBM, for example, has been pui pamini rę 
Lucky Goldstar. —. "i 
J According to Daewoo's Park: “Regarding : OA, * 
very confused state right now in [South] Korea. 1 
been far too much talk and high expectations, bull 
understanding.” The mark been set a 



































re de 
mean. Software developm been allowed 
behind hardware production and few companies he 
able to integrate their products into OA packages. 

However, times are changing rapidly: a number of 
ups between major groups and United States firms & 
likely to yield a stronger technological base for an mdu 
which has shown a great deal of energy. if somewhat u 
rected. IBM's decision to enter into a production agreem 
with Hyundai in June sent shockwaves through the indi 
try, but it was only an addition to many similar arrange- 
ments already in existence. Goldstar is making microni 
puters with Honeywell and Samsung has a tie-up wit 
Hewlett-Packard to do the same. Daewoo Telecom is pro 
ducing office computers with Burr ODER and has a marke 
ing agreement for mainframes. | 

This contact with US firms could help South Korea 
firms develop their traditional weak spots -— softwar 
graphics and the integration of office machines into sj 
tems rather than being mere data-processing 3 station: 
Wang Labs Inc. of the US, which currently imports equir 
ment and maintains a sales office in Seoul, is rumoured t 
be looking for a partner in local production and Comput 
vision Corp.. the leading computer graphics firm. has ré 
cently decided to move its regional headquarters fro 
Hongkong to Seoul. bi 
e Moves towar ds increasing standardisation in many ¢ 
| areas may also help cure the tendency 
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itil standards were set regarding the use of hangul 
orean language script) in 1980, there were 27 different 
; ems in existence; now the numbers have been reduced 
our. a JJ 008 
-. A major gap is software development. Local copyright 
laws are loose, discouraging creative activity and en- 
couraging copying. While nothing has been done on this 
oint, the government appears to appreciate the need for a 
better environment by recently agreeing to list software 
ouses as manufacturing rather than service industries, 
- Which will make them eligible for government-subsidised 
_loans and a number of tax breaks. 





















b ne major problem on the domestic market for pro- 

8 ducers is ignorance on the part of businesses capped 
"asP by inbred attitudes which tend to work against the 
introduction of new working systems. According to Kim 
Dong Shik of Wang: "These new machines can do the work 
of five secretaries, which means each boss does not need to 
have his own secretary — and they don't like that." 






aewoo's Park sees a need to revolutionise the ways in 
hich South Korean offices operate if the new technology 
eally going to be put to its proper use: "We must do 
omething very basic: horizontalise what is now really a 
vertical system of. work in most offices." In an attempt 
to break down entrenched attitudes within Daewoo of- 
fices, Park has had a number of terminals installed and 
is insisting that everyone — not only secretaries — use 

them. 
In the area of data transmission, the services available to 
computer owners are expanding, largely under the aegis of 
public and semi-public enterprises. Data Communications 
or Dacom is a partly government-invested company which 
acts as an agent for subscribers to data services. Workin gin 
stant contact with the state-owned Korea Telecom- 
munications Authority (KTA), Dacom currentlv offers 
ata-bank and electronic-mail services through 10,000 
nestic leased lines and 31 international lines. Dacom is 
ted through International Telegraph and Telephone 
(of the the US lines to the International Packet 
7 ation Service, as well as elec- 


.. Switched Data Communic 
tro | ITT's Dialcom service. Recently tw 
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ud ;nea-aata service, called 
Dacom-Net.. tionwide publie data. net- 


work that wi 





The other major data network, the Software Develop- 
ment Centre (SDC), is based at the government's science 
think-tank, Korea Advanced Institute of Science and Tech- 
nology. SDC is connected through dedicated copper lines 
to government and private bodies 
throughout South Korea to which it pro- 
vides the use of its huge computer bank 
and assists on projects involving the cre- 
ation of application software. Although 
publicly funded, president Sung Ki Soo 
says the operation, which has grown 
from a one-man project into an enter- 
. prise with a staff of more than 500 with 
600 government and private customers 
since its inception in 1967, makes a 
healthy profit. 


| 
| 
| 
| 
| 
| 
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,S always in South Korea, there 
remains a danger that the gov- 
ernment will attempt to control 
too much even as the opportunities for 
greater data access among a broadening 
number of subscribers grows. The crea- 
tion of Dacom isa casein point. Actingas 
a central agent for all data transmission, 
Dacom has a monopoly over data trans- 
port. While its role in creating the infra- 
structure needed to move information is 
invaluable, Dacom's control over trans- 
mission has been described by some as 
unfair. Sung likened the situation to a 
contractor who builds a highway, then 
demands that all transportation on that 
highway be in his trucks. New regula- 
tions may further enforce this position. One currently being 
considered would make it necessary for anyone wishing to 
start up a data-transmission service to gain the permission 
of the minister of communications. 

Through KTA the government has done.much to encour- 
age the localisation of the country's telecommunications 
industry as well as making a push to keep abreast of the fast- 
changing technology in this field. Programmes to localise 
and digitise all domestic systems were initiated in 1977 
with Goldstar, Daewoo, Samsung and Oriental Precision 
playing leading roles. All three have extensive relation- 
ships with foreign firms; Goldstar is primarily working 
with AT & T, Samsung with ITT and Daewoo with North- 
ern Telecom of Canada. 

According to K'TA'S plans, all domestic calls in South 















Efficient telephone communications smooth the way 
for success in today's business world. And when 
office automation is based on the latest telecom- 
munications technology, you can expect better 
results from both customers and staff. 
Oki's ix 40& 50 PABX state-of-the-art 
full digital phone system is designed 
for the office of the future. 
This compact system offers greater 
flexibility in its range of services. 
Plus it's capable of interfacing with digital networks 
and dedicated digital lines as they become available. 
From Oki — pioneer in telecommunications. 


Oki Electric Industry Co., Ltd. 


10-3. Shibaura, 4-chome. Minato-ku, Tokyo 108, Japan. Tel: Tokyo (03) 454-21 











What shoul 


from a working 
Hewlett 


“At Sin Tien Seng-the 

HP 3000 computer system 
was able to pay for itself 
in six months? 





"With the HP 3000 system, we have 
been able to streamline our parts and 
inventory orders. In six months, the 
saving on reducing excess orders alone 
was enough to pay for the entire 
system." 


Sin Tien Seng is the sole distributor of 
Daihatsu motor vehicles in Singapore. 
The company installed an HP 3000 two 
years ago in the Head Office with 
remote terminals in two branches. 


Mr Loh Kok Hua, Director and General 
Manager of Sin Tien Seng said, "With 
the Rapid /3000 solutions, the system 
can handle a host of functions very 
effectively. These include processing 
parts and inventory orders from Japan, 
capturing sales performance data to 
generate accurate sales forecast, 
maintaining a customer database, 
generating monthly hire purchase 
billings for our vehicles and retaining 
data for market analysis. 


All these are significant data and 
functions we couldn't have done 
manually. 


^We did have a look around before we 
decided on the HP systems. Looking 
back, we made the right decision — we 
couldn't have done what we did in so 
short a period of time." 





You should consider a working partnership with HP. Now. 
Call or write to your local office. 


AUSTRALIA — INDIA JAPAN 
Melbourne, Victoria Office Blue Star Ltd. Yokogawa-Hewlett-Packard Ltd. 
Hewlett-Packard Australia Pty. Ltd. BOMBAY 400 025. Tel: 4226155 Sedi Ka TORCI lak TA leases 
BLACKBURN, Victoria 3130. . ; | 
Tel: 89-6351 INDONESIA — KOREA 
HONG KONG et tpm P.T. Samsung Electronics 

, lel: 373009 d x 
Hewlett-Packard Hong Kong Ltd. SEOUL. Tel: 555-7555, 555-5447 
HONG KONG. Tel: (5) 832 3211 MALAYSIA 


Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 
KUALA LUMPUR. Tel: (03) 943022 
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*At Taikoo Royal Insurance, 
our HP 3000 System has 
meant a fourfold increase 
in the transactions we can 
process." 





Ip with 


“We use the HP 3000 Series 48 
computer with our own 'T.R.E.V.O.R. 
on-line system for policy retrieval. To 
date, it has reduced our paperwork 
65% over our previous Batch system, 
and where a simple Motor Policy used 
to take 3 weeks, it now goes through in 
less than ten minutes.” 


Taikoo Royal Insurance Company is a 
major Hong Kong insurance 

company with a very impressive 
range of consumer and corporate 
accounts, 


Mr Wallace Lam, Computer Manager 
for Taikoo Royal, says, "Our workforce 
has been able to handle a 56% increase 
in portfolio since we installed the 
system in 1979." 


"Our HP System provides us historical 
and statistical data which allows us to 
do Risk and Commitment forecast in- 
house. Such efficiency and accuracy 
make us more competitive. 


“We're very satisfied. The 
communication within the system is 
unsurpassed, and HP's hardware and 
software are the most reliable I've ever 





experienced." 
*HILIPPINES TAIWAN adenine due 7 j 
[he Online Advanced Systems Corporation Hewlett-Packard Far East Ltd Produc tivity ° N ol promise >. 
Metro MANILA. Tel: 815-3811/6 TAIPEI. Tel: (02) 712-0404 


SINGAPORE THAILAND 
lewlett-Packard Singapore (Pty.) Ltd UNIMESA Co. Ltd F4 E W LE T E i 
SINGAPORE 0511. Tel: 631788 Guriwong.. BANGKOK. Tel: 2340991 /3 iy 





Personal sized, but 


all business. 


If you're a professional person or you own a small 
business, the new Mita DC-111 plain paper copier was 
made just for you. It has everything you need to make 
letter-perfect copies on plain paper quickly and 
conveniently 

In small offices, the DC-111 fits comfortably into 
just about any little niche. Think of it as an affordable 
alternative to making those time-consuming trips to 
the copying center. 

Larger offices can benefit from the DC-111 too 
Place it right where the work is and relieve the strain 


on an overburdened, centralized copying department 

Although the DC-111 can't really be considered 
portable, at 30.6 kilograms (67.3 Ibs.)* it's light enough 
to be moved by just one person 

Most importantly, the new DC-111 is made by Mita, 
a copier company whose name has become 
synonymous with high quality and dependability. 

Discover the affordable, personal sized copier that's 
all business at your local Mita dealer. Do it today 


“Approximate Weight 
Transporting a copier by motorcycle is not recommended 
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MITA INDUSTRIAL CO., LTD. 2-28, 1-chome, Tamatsukuri, Higashi-ku, Osaka 540, Japan Phone: (06) 764-3555, Telex: MITAINTL J64292 





Authorized Mita distributors in Asia and the South Pacific 
AUSTRALIA: Mita Copiers unma rw Ltd... Melbo 

INDIA: The National Radio & Electronics Co.. Ltd 

MALAYSIA: Cycle & Carriage Sdn Bhd i 

on par geet Pentagon Distributors Ltd., Auctia 

89-92-64. A 6-06 SINGAPORE: Wei Tah Co.,Ltd 

Pt T THAILAND: Rand Corporation 


BANGLADESH. New Victor Ltd 
1 INDONESIA: P T , 
PAPUA NEW GUINEA: Meridien Breckwoldt Pty Ltd 
PAKISTAN: Reliable Business Systems Ltd f 
SRILANKA ( eylo n Business Appliances Ltd 


Mita Mahard 





i4 HONG KONG The Office Appliance Co., Ltd. Phor 
f ! + KOREA: Liker Co Ltd f r 
NEPAL: Mercantile Tr adorá t j 
PHILIPPINES Philcopy Corporation, Ma 


TAIWAN arae t io Ltd.. Tap 
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HONGKONG — 


No local threat to 
foreign dominance 





By Elizabeth Cheng in Hongkong 


It may not be long before every company 
executive will bein control of a mobile self- 
contained office equipped with a micro- 
computer connected to a cordless tele- 
phone, all of which could make it unneces- 
sary for him to report for work. Think what 
this would mean to city planners — no traf- 
fic snarls to worry about, cleaner air and 
more leisure as a result of saving on travelling time. 

The Hongkong market potential for new and more 
sophisticated office and communications paraphernalia is 
enormous. All the big names in computer technology are 
here — many of them have also invested in manufacturing 
facilities in the territory to produce parts or assemble up- 
market products. Local manufacturers, on the other hand, 
- tend to concentrate on the lower end and then, mainly for 

export. They face an uphill struggle in a highly competitive 
and changeable market. 

Computer analysts agree that the trend is towards inte- 
grated software packages, where a multitude of applica- 
tions or services can be made available via a desk-top com- 

uter and a telephone. Public mobile-radio phones or cellu- 

ar telephones are some of the latest in telecommunications 
technology to be made available here. The cellular system is 
divided into cell areas, each served by a transmitter-re- 
ceiver capable of picking up and transmitting 666 calls 
simultaneously. These transmitters are able to pick up sig- 
nals from eagh other and relay them to a central switching 
station, which connects to the ordinary telephone exchange 
and on to the existing telephone network. 

The three companies which are licensed to market the 
system in the ultra-high frequency 825-890 wave band here 
are Hongkong Telephone (a subsidiary of Cable and Wire- 
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Distacom of Canada) and China Telecom 
Systems (25% by China-controlled Hua 
Ko Electronics, 25% by Hongkong tex- 
tiles firm, Onwell Holdings, 30% by Milli- 
com International of the US and 20% by 
Comvik, a subsidiary of Kinnevik of 
Sweden), 

They will bring technology from the 
US, Scandinavia and Japan. Hongkong 
Telephone, which launched its car 
telephone (made by NEC of Japan) in 
January, has sold several hundred units. 
According to Derek Guy, general man- 
ager of Communications Services Ltd, a 
subsidiary, the company expects to sell 
5-6,000 units over the next two or three 
years at a price of about HK$14,000 
(US$1,795) each. In addition, there 
wil be a monthly service charge of 
HK$400. 

Hutchison plans to launch its mobile 
telephones (car telephones and hand-held 
portables made by Motorola), around the 
end of the year once it has set up an infra- 
structure, which includes 25 transmitter- 
receivers scattered around the territory, 
at an estimated cost of HK$100 million. 
Its products are expected to sell within 
the HK$12-29,000 price range. Hutchison 
Radio Telephone's general manager Ric- 
hard Siemens. thinks the price of the 
mobile telephone could fall by more than 
half at the end of five years. 

Yam Yau-ban, the technical manager of 
China Telecom said the proposed price of 
each of the China Telecom units would be 
in the region of HK$10,000 with a month- 
ly service charge of HK$300 and a HK$1 
for every second used. But he added that 
the price might change, depending on 
charges (under negotiation) by Hongkong Telephone for 
connection to its telephone network: 12 transmitters are 
planned for phase one at an initial investment of HK$20 
million. 

Yam conceded that competition will inevitably centre on 
price and, to a smaller extent, after-sales service. Hutchi- 





FUNDS TRANSFERS 
Moving your 
money faster 


By A Correspondent in Hongkong 


Hew should become the world leader in electronic 
sales transfer late this year through the implementa- 
tion of an electronic funds transfer at point of sale (EFT/ 
POS) project. EFT/POS will be based on Hongkong banks' 
clearing house automated transfer system (Chats), an elec- 
tronic interbank funds transfer system, which started in 
February. Both Chats and the future EFT/POS system are 
joint projects of the Hongkong Association of Banks 
(HKAB). 

"Chats was stage one," said Andrew Borland, Chats' pro- 
ject manager at the Hongkong and Shanghai Bank. Chats 
interbank electronic funds-transfer operations expedite 
sizable bank-to-bank exchanges, providing same-day 
value to the beneficiary bank: and immediate interbank 
funds transfer is the required base for the projected EFT/ 
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over the next three years will be more lie than Hutchi- 
son’s projection of 4,000 annually for five years. With one of 
the highest telephone per capita: n (at 37 telè- 
phones per 100 persons), Hongkong has a highly efficient 
network, on top of which there is no charge for every call 
made domestically. Guy further points out that an aggres- 
sive paging service (there are about’ 20 paging companies 
offering a range of services) appears to have met the de- 
mands of customers on the move. A pager costs around 
HK$1, 000 plus a monthly service charge of HK$120. 





areas of legislation which still have to be tightened 
up — in particular, Section 21 of the Gambling Or- 
dinancé, Chapter 148, which provide for the disconnection 
of telephone service by Hongkong Telephone as a penalty 
for illegal gambling. A Home Affairs spokesman told the 
REVIEW that a general review of the ordinance was under 
way and that among the provisions being considered, Sec- 
tion 21 was being looked at to ascertain the necessity of re- 
defining or extending the power to cover public mobile 
telephones and their licensed operators. Meanwhile, he 
said, the Royal Hongkong Jockey Club will shortly be in- 
troducing a new by-law to prohibit the useof public mobile 
radio on the racecourse in time for thé next season. Amend- 
ments necessary will be introduced at the next Legislative 
Council session which starts in October. 

In the market for computers and peripherals, the US 
is undoubtedly the dominant supplier. An informal mar- 


ket study conducted recently shows that the US has 80%- 


of the market share, though Japan's share is increasing 
rapidly and poses a threat to US suppliers led by rates na 
study forecasts the mainframe market to grow by 5% 
year to 1987, the mini-computer market by 25% and the 
micro-« 'omputer market by 30-35? 
ket which is dominated by input-output devices, auxil- 
iary-storage equipment and data-communications equip- 
ment are expected to grow by 30%, 20% and 75 5% respec- 
tively. 

Hongkong manufacturers are unlikely to pose a threat 
to foreign dominance of the local market as they are most- 
ly involved in the production of lower-end micros and 
then generally for export. A recent study by the Hongkong 
Trade Development Council | TDC) on the local personal 








POS system. Besides Hongkong, ‘only New York, London 
and Tokyo have a Chats banking facility. 

Chats operates through two. separate computer Sy stems: 
The clearing house computer (CHC), or main computer 
system (a tandem non-stop system), controls the network 
linking member banks, maintains the account balances. 
and audit trails and provides extensive security facili- 
ties. 

The second computer system is made up of small member 
bank terminals (MBTs), in this case, Texas Instrument 
models 300 and 600 which create, edit and authorise trans- 
fer messages to the CHC, receive and print all incoming 


transfers and provide secure storage of a full audittrailand - 
facilities for multiple inquiries. The current 46 member — 
banks are connected only through their MBTs via the CHC- 
and not directly to each other. An additional five HKAB : 


mernbers are being prepared to join Chats. | 

For a credit transfer, the originating bank ser 
the required information on its MBT to the c 
the message is checked, recorded and tr 
MBT of the receiving bank. The receipt of h 
vice constitutes available funds instan 
ce ransfers for next-da value W 
St | transfer, it stores i | 
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Ithough the franchises have been given, there remain | 


». The peripherals mar- 
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Y Heated telex Seale computers, word- 
ors, facsimile machines and so on. they also nee 
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day and then meade: it to ihe receiv iig sank for ri 
credit. | | l 
Once an interbank electronic-funds-transfer 
such as Chats is operating smoothly; the point o ps 
ject, or stage two, can be implemented. Point of 
operate through the following Steps: 

> The customer's card, which can be either the aut 
teller machine (ATM) card of any HKAB meniber th 
enrolled in EFT/POS or any éredit card accepted by t 
banks, is identified on a small terminal at the ch ede 
stand of a subscribing retail store. : 
> The clerk enter s the purchase information on thet 
nal: 
» The et tomer Keysi in his or her private bank numbe 































































Tc -ingup : 
thecostof -` 
privatisation 


By Paisal Sricharatchanya in Bangkok 
Despite long-standing public criticisms over 
inefficiency and inadequate services, Thai- 
land's telecommunications scene is poised to 
undergo a major advancement in the not- 
too-distant future. For the first time, the 
country is expected to introduce interna- 
tional direct dialling around year end or 
early 1985. Meanwhile, the Telephone Or- 
an ation of Thailand (ToT) is now seriously considering 
vatising part of the domestic telephone services. 
he introduction of ISD, or international subscriber dial- 
I i — the same automatic system as international direct 
dialling — will not only speed up Thailand's communications 
th the rest of the world and cut international telephone 
'harges in the process, but will also enhance Bangkok's posi- 
jon as a potential regional business and financial centre. 
TJ go date, placing international 
; through the delay-call system 
hereby bookings must be made in 
idvance with operators and calls 
E connected manually) has been a 
ross inconvenience which is often 
garded as a setback to the smooth 
ioning of businesses with over- 
Se ectians. Like the domestic 
| Ene services, the international 
ill 's situation has deteriorated 
since the May-June period owing to 
quent disruption caused by ToT 
j)perations to replace the old cross 
ephones with the new Stored 
ogramme Control (SPC) system. 
According to official sources, the 
pm er of bookings (for interna- 
tional calls) had dropped from 
"o! und 170,000 in January to about 
10,000 i in June, partially as a result 
E he growing inconvenience (in 
king the bookings) and partially 
efi lle ing the depressed conditions 
n Aa ain business sectors here. On 
erage, about 80% of the bookings 
e connected, with the remainder 
"a B acelled due to delay. 
Under a complicated arrangement 
with ToT, the state-run Communi- 
ations Authority of Thailand (CAT) 
andles overseas calls and all other 
k J lecc mmunication services. CAT 
hac originally scheduled to begin 
ISD in October, following the com- 
pletion of a new SPC exchange for 
nternational calls, but commence- 
Et of the service is now postponed 
to either December or J anuary 1985 
owing to a delay by ToT in linking 
its domestic exchanges with the 
CAT's new SPC exchange. 
Py hatima ers with s SPC |/9 
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exchange (witn instant connection ana witnout naving to 
wait for the call-back as under the present system). 

Aside from this innovation, CAT appears to be catching up 
on the modern throb of telecommunications and the wide 

rin ge of services offered today are comparable to those avail- 

le in neighbouring countries. These include various forms 
of internal telecommunications (through a microwave net- 
work, high-frequency radio transmission and the leasing of 
Indonesia's Palapa satellite in domestic TV transmission) 
plus international communications (through Intelsat and, to 
a lesser degree at this stage, the Singapore-Malaysia-Thai- 
land portion of the Asean submarine cable network which 
was formally inaugurated in September 1983). 

In a latest move which could signal another major leap for- 
ward in domestic telecommunications, the Communications 
Ministry on 31 July contracted the United States-based 
Hughes Aircraft Corp. to conduct a feasibility study on the 
viability of Thailand having its own communications satel- 
lite. The study, which is entirely financed by the US firm at a 
projected cost of US$1.5 million, is expected to be completed 
in 90 days. 

The Baht 1.16 billion (US$50.5 million) Thai investment in 
the 917 nmi Singapore-Malaysia-Thailand submarine cable, 
or 44.4% of the total cost, underscores a long-term plan by 
the Thai authorities to cope with growing demand for tele- 
communications services in future. Only 20% of available 
circuits on this system is utilised at this stage (as the bulk of 
international telecommunications is still transmitted 
through the Intelsat satellite network), but given the sub- 
marine cable's higher efficiency and reliability, traffic is 
bound to increase. The ultimate of- 
ficial goal is to divide all interna- 
tional signals equally between the 
satellite and submarine cable sys- 
tems. The submarine cable has a 
projected 25-year life-span. 

Through link-ups with other sub- 
marine cable networks elsewhere, 
the Singapore-Malaysia-Thailand 
network effectively „connects 
Bangkok with the Asia-Pacific re- 
gion plus the US. Link-ups with 
Europe are projected in 1986. 


espite Thailand's telecom- 
D munications modernisation, 
there remains room for im- 
provement in many areas. One spe- 
cific case which has often been the 
subject of complaints centres on the 
evidently inadequate telex services. 
The country now has a total of only 
4,700 telex numbers — including 
about 3,800 in Bangkok — and 
about 600 applications are cur- 
rently kept on the waiting list. 
Ironically, CAT is supposed to 
take direct charge of telex; but its 
capability to provide the service is 
stymied by the fact that cables on 
which telex lines are hooked fall 
under the direct jurisdiction of ToT. 
As one CAT official commented: 
"Much depends on the availability 
of telephone cables. In another 
word, we are at ToT's mercy as far 
as telex is concerned." 
Bureaucratic red tape — charac- 
teristic of most state-run enter- 
prises — and a slow expansion by 
ToT have contributed to produce an 
acute shortage of wor dp phone. wem | 


vices, US cou! ntry now hi rou ly 





creased by an additional 1 million numbers by the end of 
ToT's current five-year expansion plan (1984-88). 

The inadequacy is perhaps best illustrated by the fact that 
while subscribers, under normal circumstances, pay a nomi- 
nal fee of only Baht 4,500 for the installation of a new number 
(on top of redeemable bonds ranging from Baht 10-30,000), 
those in a hurry to own a telephone have to resort to paying 
high prices to obtain one from private dealers or middlemen 
(acting on behalf of existing subscribers). In prime business 
areas, the going price now averages Baht 50-60,000 per 
number (with no bond). 

It is probably because it has realised the constraints in cop- 
ing with rising public demand in future that the ToT board 
recently took a bold step to explore the possibility of privatis- 
ing part of the domestic telephone services. 

Whether the privatisation plan will eventually materialise, 
or what form it will take, remains to be seen. However, ToT is 
now understood to be seriously considering a comprehensive 
proposal by Bell Canada International (BCI) to enter the Thai 
market with the provision of premium services (including 
switched lines, dedicated lines and mobile telephone) for 
Bangkok's state-of-the-art business sector 

Formally submitted to the Thai Communications Ministry 
(which holds direct jurisdiction over ToT) as well as the ToT 
board in May after a year of research, the proposal calls for an 
investment of approximately US$500 million over a 10-year 
period during which a total of 130,000 new numbers will be 
installed. 

Under the plan, a public company, Telestar, will be set up 
— with BCI and ToT holding 15% and 10% equity respec- 
tively and the remaining 75% to be held by Thai corporate 
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Ericsson unit: new digital-switching centre due in 1984. 





firms — to implement the entire scheme starting from the in- 
stallation of a fully digital-switching network to the provision 
of daily services. The proposal presents various withdrawal 
options at the end of the initial 10-year period, including the 
offer to pay an estimated US$100 million licensing fee to ToT 
in exchange for concessison to operate the service. 

An informed source told the REVIEW that the ToT board ap- 
proved the Telestar proposal in principle during a meeting in 
late July, but this does not necessarily mean that the project 
will be implemented. It is understood that a number of legal 
implications have to be thrashed out. ToT may also decide to 
invite an international tender for similar services before de- 
ciding on the final go-ahead. 

In any case, the ToT decision to privatise is by itself a signi- 
ficant development and can potentially open up the Thai tele- 
phone market for substantial foreign investment. o 


Progress in 
communications 
should benefit : 


other sectors 


By Manggi Habir in Jakarta 
Despite Indonesia's occasional power black- 
outs and limited telecommunications net- 
work, office automation — often linking of- 
fices in different locations is steadily 
progressing. Many offices started out with 
word-processing units and are now using 
microcomputers to handle administrative 
tasks. This trend is occurring in different in- 
dustries, but it is most striking in the banking sector 

Now bank customers using a terminal in their offices ean 
have direct access to their accounts through a normal tele 
phone line. At the moment, this electronic banking service is 
limited to sending messages; obtaining financial informa- 
tion, one's account balance and transaction data from banks; 
and initiating funds transfer. But Citibank, the first to intro- 
duce this electronic banking service here, expects to providea 











Indonesia's Palapa B-2 satellite: did not make it into orbit. =” 
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wider range of bank services —such as opening letters of cre- 
dit — through this electronic medium soon 

Banks so far have been one of the most active users of the 
latest in office technology, investing large sums of money and 
time installing data-processing equipment. Banks, being 
major processors of data, lend themselves to office automa- 
tion (OA). Administrative paper processing is a major cost 
item and therefore significant cost savings can be achieved by 
computerising administrative tasks, At the same time, pro- 
ductivity, accuracy and processing capacity can be increased, 
OA in the manufacturing sector is happening more gradually, 
by comparison. This sector's gain in cutting paper-processing 
costs through OA is less apparent as administration expenses 
are normally a fraction of materials, energy and transporta- 
tion costs. 

Interestingly. aside from automating the bank's internal 

















A dy following Citibank 08 paw n ingrapabi S 
EL scene are. Chase. Manhattan Bank 
sifpilar 








1 ‘Banks with. numerous M — oie banks are 
sto only two in Jakarta -— are also automating. But so 
they have concentrated largely. on computerising and 
king the operations oftheir numerous Jakarta branches 
iene either leased or r normal apa lines. This n 






















| IFAC ae ira integrated-cireutt and 
-scale integrated-chip technologies. ^" - 

ndly, the local junction-cable. network. Pu a “riot of 
erent systems reflecting the network's different phases 
wth.— is now being expanded by a M$2.5 billion 
ntum leap using four local turnkey contracts. Amove is 
so being made into fibre optics, with trial trunk links 
anned between Kuala Lumpur, Ipoh, Penang and Johor 
aru: the capital. alone will have four trial links. 

Thirdly, the country’s transmission and microwave links 
ing upgraded and radically expanded, At present the 
t eligible overseas contractors are negotiating details of 
agreement that Moggie expects “to be signed in Sep- 
or October”: the pricetag of what is called the long- 
transmission | network (LLTN) is thought to exceed 
0 million. Five firms. (Fujitsu, NEC, GTE, ITT and 
competed for the p oject, which includes building 50 
E Buts Lado station | | existing 200 
i Malaysia will 
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remains on RR cstomere use of banks’ Veron) linés li iking 
æbank’s Jakarta branch with its overseas branches. — .- 

Employee resistance to OA has so far been minimal. Find- 
ing skilled technicians and retraining existing staff is a major 
problem, however. Familiarity and knowledge about com- 
puters is still limited in Indonesia. Then there is the uneven 
quality of the country's limited telecommunications lines 
which makes data transmissions often difficult. Some have 
indicated that line connections between cities — even those 
on different islands -— are better than those in some parts of 
Jakarta whose lines date back many years. Leased lines, of 
course, would greatly improve transmission quality but its 
cost because of the limited telecommunication infrastructure 
is extremely high. It will also be some time before companies 
are able to utilise their automated systems optimally. Bank- 
ers have indicated that only those companies which have high 


interest in data-transmission facilities. Since 1980, the 
telephone exchange-line capacity has grown from 665,000 
to 1,415,000, a 60% increase: 918,000 effective cable pairs 
and 295,000 junction and trunk circuits were also installed 
pushing up the telephone-population ratio. to 5.5 per 100 
from 2.9 per 100 just two years before. Last year alone, Ma- 
laysia introduced three new data-transmission. facilities: 
Telefax (long-distance facsimile reproduction), Bureaufax 
(a general- -consumer facsimile- -reproduction service avail- 
able from post offices), and Datel — that is, data transmis- 
sion via telephone lines using imodems.. © ee p E 

“In addition to the expansion of telephone antl, 
vices,” arecent government planning document s . 
services such as public data-switching, auton 
phone using radio, Videotext and. facsimile 
duced." nay idt as E dte ers 













ment pore 1981- 85, due ou paca e Aarch this 
year raised this to M$3 billion, with à balance to be spent to 
1985 of M$1.7 billion. 


"ut Moggie told the Review that Malaysia aims not 
only to cope with surging demand but to get on top of 
the exponential growth in consumer sentiment.— 
both business and residential — that regards telephones as 
a necessity of contemporary life, "Within three years we 
should be able to virtually connect lines on demand," the 
minister said. | 
Telecommunications occupy a crucial place in govern- 
ment policy. First, the sector figures most prominently in 
the flood of talk about privatisation as envisaged by Prime 
Minister Datuk Seri Mahathir Mohamad's administration. 
Not only are cable-transmission works being done by an 
assortment of local — mainly bumiputra (indigenous peo- 
ple, especially Malays) — firms such.as Sri Communica- 
tions or Uniphone, but the government plans nothing less 
than the complete ravamping of the entire structure of Ma- 
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laysia's telecommunications department to indicate its. 


commitment to bring SEIDEN VICES: to “traditionally” ; 
Bros: services, ` MI CUM: 3 
. Moreover, ihe governmen as 
































INGE WOHUIB LU UC ICLU DEMN, government terecommunti- 
'cation agencies such as P. T. Indosat (Indonesia Satellite 
Corp.) are beefing up their services. This year they are of- 
fering teleconferencing services. They are also planning to 
‘introduce a data-communication package service which 
will allow subscribers in Indonesia to have data to banks m 
the United States and Europe às well as computer- -time 
sharing and electronic mailing services, 
"The government itself also has ambitious plans i in the tele- 
communications field. By the end of the current five-year 


plan, Repelita IV (April 1984—March 1989), the authorities - 


are aiming to raise the capacity of the country's automatic 
telephone exchange by 36% to handle about 750,000 connec- 
‘ions; the telex network by 33% to carry 16,000 connections, 
and double the number of countries that can be reached by 
international direct dialling to 110 countries. Given this siza- 
ble investment, it will be interesting to see what impact the 
rapid development i in office technology and telecommunica- 
tions will eventually have on the development of other sec- 
tors. g 


function” that a modernised and state-of-the-art systèm 
will fulfil in the country's industrialisation programme — 
Malaysia's. key economic strategy. during the closing years 
of this century. In contrast to Staticcor. declining develop- 
ment expenditure in the 1984 budget for defence, educa- 
tion, health, housing and even agriculture, the allocation 
for “communications services” increased. by 65% 0 
1983. This new investment also complements efforts to turn 
Kuala Lumpur into a major regional financial centre. 

Yet the Malaysians intend that their new system should 
be completely ‘self-financing: the enti 
gramme is being financed from te 







channelled through the Ministry of Finance. “We are con- 
vinced that expansion of telecommunications is essentially 
a commercial under taking,” said Moggie. “Tt has to be run 
and operated on commercial criteria.” ~ 

Just what does this mean in practice? Moggie: said that 
"type-approval" procedures will allow consumers to buy 
any telex, telephone or data transmission device (together 
with ancillary services) they wish: sales of communications 
equipment in Malaysia will reach an estimated M$470 mil- 
lion a year by 1985, whilethe number of computers (almost 
always with telecommunications compatability) has Em 
by 30% a vear since 1980. 

The new telecommunications agency will be, at least i ini- 
tially, a limited-liability company with the government 
providing, at least initially, all share capital: later it will di- 
vest itself of successively larger slices of equity to the pri- 
vate sector. Thisobjective came one step closer to reality on 
16 August. A novel agreement between the government and 
the country's largest merchant bank received extensive 
publicity: under its terms the Arab-Malaysian Merchant 
Bank (in association with the prominent British merchant 
bank Kleinwort Benson and the Malaysian public-ac- 
countant firm Hanafiah Raslan and Mohamad) will pro- 
vide advice to the government on privatising the existing 
telecommunications department. Arab-Malaysian will rely 
heavily on Kleinwort Benson's experience in privatising 
British state enterprises. 

Further ahead lie plans for a Malaysian packet-switched 
public-data network to cater to the growing number of fi- 
nancial firms, trading houses and commodity or share bro- 
kerage business here. In the software line, a new firm, For- 
miss, has joined with Hewlett Packard to market its software 
in Southeast Asia and the new company is also striving to 
package financial, corporate and economic trend data into 
subscriber services. Firms such as. Formiss should profit 
from privatisation: Moggie has recently announced plans 
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slecomr ions own © 
revenue-generating resources together with loan funding 

































| awed a . "hi is not entice ines Be 
ness of its inhabitants. Rather, as as: 


the state Telecoms onines hei is prea 
ing the gospel of the Integrated Set 
Digital Network (ISDN) The conce 
edic dd y simple, a | network of e. i- 





every Singaporean Rone and office, ISDN will cakap. |l 
island republic into the forefront of what Sung hails 
dawning "Information Age." 

Finding its industrial mix heavily committed toti 





ingapore is in need of a new age. ‘Computerise 

tion handling fits in well with the white-collar an 
Singaporean image that the government | likes tot 
its dp and the world, A E HON new, 
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ractive visual- E eel: 
eophone; ; 

remote utility-meter reading; 

monitoring fire, safety and medical alarms; 

telecontrol of mechanical processes; 

opinion polling; | 

emote medical diagnosis; 

lectronic funds transfer; 

electronic newspapers. : | 

Futuristic and over-engineered as some "af. this may 

"for a city-state of just 2.5 million people, at Com- 

iications House such schemes are given top corporate 

rity. The planning department employs nearly 5% of 

lecoms' 13,000-member staff — a strikingly high per- 

ntage. for a public utility. New products continually 

ake their debut. In June, Singapore was introduced to the 

ox electronic mail service; early next year the author- 

offer a Teletex service that runs 40 times faster than 

ry telex. By 1986, the S$600 million Teleview should 

o respond to computer users’ keyed in requests 

xt or ‘software broadcast directly to specially 


; ‘About 10 years ago, a foreign expert on 
| telecommunications said he was convinced 
| the Philippines would be an ideal telecom- 
munications hub i in the region. Today, not 
only has that failed to 
materialise: buf ane Philippine telecom- 
munications industry is on hold as a result 
of the current difficulties facing the econ- 
ates by both government and the Ber sector 
'er signals for the industry in 1990. CP 
aventory of teleco ications equipment and its 
ding capacities currently being undertaken by 
pliers. The list is. in preparation ! for the re-launch- 
| programme originally started in 1982 — but tem- 
y shelved this year — to upgrade the local industry 
ds the latest state of the art in digital technology. 
t programme plots the gradual replacement of tele- 
e records and data equipment with modern ones 
digital. systems. However, the. economie crisis 
ggered by political uncertainties towards the end of 1983 
used by the assassination of-opposition leader Benigno 
uino and persistent rumours about President Ferdinand 
os’ health) saw a drastic cut in foreign-exchange in- 
ws. This forced the country to take extreme austerity 
isures that affected most sectors of the economy. The 
slecommunications industry's upgrading programme, be- 
f its huge cost primarily, was not spared. 
ile imports of new. telecommuünications: computers 
quipment using electro-mechanical switches are not 
rohibited, there are two. basic conditions set Su the 
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the Telegon brainstorms seem to i " 
'monitoring'," notes one local lawyer. " And, judging from 
the kinds of ‘opinion polls’ they regularly run in the p SS. 
we can expect these instant telepolls to become no more 
than instant mandates for government initiatives. Nor am T 
that comfortable with the idea of a state monopoly being 
able to record my digitalised mail and my every trip- to my 
electronic file cabinet." 

Such qualms were hardly assuaged by Telecoms' be: 
over in late 1983 of Singapore's postal service, amid still 
more hi-tech fanfare. Not only will domestic and interna- 
tional mail be increasingly computerised, promised Tele- 
coms chairman Goh Seng Kim, but so will the full range of 
licence and provident-fund payments the post office now 
administers. At almost the same time, Telecoms also 
bought an 8% equity stake in the publishing arm of the 
major news and periodical group with an eye towards 
jointly developing the Teleview data bases. 

Many stock analysts now view this stake as particularly 
strategic in light of the publishing group's apparently gov- 
ernment-induced merger with its only rival news publish- 
ing group to form a news monopoly in Singapore. If the re- 
sulting giant downplays news operations in favour of a 
build-up-of its international publishing and electronic text 
services, it would not be too ni ising to see the Telecoms 
stake increase. "hn a 
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Preparatory to a programmed nationwide network of - 
voice and record exchanges that will use modern digital 
technology, the government is gradually introducing new 
rules for the telecommunications sector, which has tradi- | 
tionally been dominated by private interests. For instance, - 
current plans include the quarterly monitoring of telecom- 
munications companies' efficiency records, as against an- 
nual reports required at present. Under the planned 
monitoring scheme, the companies would be asked to de- 
clare to the government such data as traffic volume, peak 
hours, manpower and facilities (both existing and plan- 
ned). The move is being resisted by the industry. Private 
companies are apprehensive that the data they fur nish the 
government may fall into the wrong hands. 

Nonetheless, the government is optimistic that it can still 
maintain assistance towards implementing expansion and 
modernisation of telecommunications facilities by private 
enterprise. Being keenly studied is the feasibility of re- 
habilitating equipment owned by the government's Bureau 
of Telecommunications but which has been unused for one 
reason or another. Government estimates that such 
facilities may make available some 4,000 new telephone 
lines, for example. These are now being considered for 
farming out to certain domestic firms on. easy financing 
terms. This should help alleviate dislocations caused by re- 
cent delays in the P17 billion (US$944 million) programme 
designed. to.double the number of telephone units in the 
country (which in 1980 were reported to have numbered 
some 660,000). 

Future directions in the industry will also be influericed 
by current moves to create a new government agency 


tasked solely with regulating. the telecommunications 


trade, at present under the jurisdict ion: of i à ministry that 
dei sind babs the tran 3 setor, t | 
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How NEC helps curb rising costs 


At NEC, we bave general- 
always believed that auto- computers and 
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NEC Corporation 


We work hard 
your 


Ricoh copiers have a hard-won reputation fo 
excellence because of our complete commitment 
to quality control at every operational level. In 
addition to our quality control division, an 
- industry-standard, there are smaller quality 
control circles throughout the company. This 
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work easier 


nsures that everyone at Ricoh can contribute to result of this total dedication to quality control, 
1aintaining the level of quality control that has Ricoh is the only copier manufacturer to have 


1ade us famous. won Japan's prestigeous Deming Award for 
This level extends to our research and quality control not once. But twice. 
evelopment people as well, who, by That's why for performance, our copiers are 


ontinuously innovating and responding to your hard to equal. 


eeds, help us make your work easier. Because 


'hen our copiers help you do a job faster, you 
ave more time for more important work. As a 
"omni 
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maxell ^: 4 - 5 1/4” mini-floppy disk 





3" compact floppy dis | 


When every bit counts, 


You are certain of maximum reliability with Maxell 
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tor many important reasons. To attain quality surpassed 

B by none, Maxell flop- —_ 

pies are produced in e 
one of the world's largest new factories dedicated exclusively to floppy 
disks. These new floppies are exceptionally temperature and humidity ka 
resistant. Furthermore, these floppies now have a world first: an HR FD2-D ae 
(high-temperature resistant) jacket which remains functionally > 
unaffected by temperatures up to 60°C. 

Maxell produced the world's first 3" compact floppy disks that 
offer 5'/4” capacity but use space-saving compact drives. Whatever 
the size, 3", 5!/,", 8", Maxell floppies deliver top performance under a 
wide range of operating conditions. Stringent quality control allows 
error-tree certification of every track of every disk. That is why major 
computer and drive makers recommend or specify Maxell. 

Maxell floppies. Because your data is invaluable. 
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RA eae sent by a government office in 
the capital took one year and four days to 
reach its destination some 200 mi away. 
“This happened in 1977, highlighting the 


¿service then. Equipmentin use was old and 
“obsolete, breakdowns frequent and miles 
of telegraph wire were often stolen, result- 
ing in ‘telegraphic links between stations being cut for days, 
or even weeks and months, at a time. The telephone service 
8s equally shabby: making a call was time-consuming 
and frustrating. The number of telephone lines was ex- 
tremely small relativetothe population and dozens of lines 
were often put out of action by a heavy downpour or by 
boys flying kites. Subscribers had to wait days before re- 
pairmen arrived with worn-out tools to fix the disrupted 
service, 

In 1980-81 the second of the two-phase development pro- 
ject began, financed partly by a US$35 million IDA credit 
and a €2.22 billion (US$9.12 million) from the Overseas 
Economic Cooperation Fund of Japan. About 68,000 direct 
exchange lines (including maritimeradio-telephone equip- 
ment at three main ports and mobile radio-telephone sys- 


tems) will have been installed in 54 township administra- 


tive centres (out of 314) and 13 villages when the project is 
completed in 1985. 

As a result of measures taken so far, Burma now has 
auto-telephone exchanges in Rangoon and 12 other major 
towns: old magneto exchanges continue to be used in 
others. Five microwave radio-relay systems have also been 
set up for long-distance STD (subscriber trunk dialling) 
between Rangoon and eight other big towns. The number of 
telephones had reached nearly 54,000 by March 1984, pro- 
viding a telephone-line density. of 1.5 per 1,000 of popula- 
tion. This figure, compared for example with three each in 
India and Pakistan and 11 in Malaysia, is evidently too low 
PR a count: M pr hàs learned to use the telephone since 


By. Moham Ram in New Delhi - 


India had the iclepband within five years sot 
its invention yet. the telecommunications 
system today is poor in coverage and qual- 


ity. The general picture is one of unmet di 
‘mand for services combined wW | 


has been given. 
A belated realisation of this reality a 





. sorry state of Burma's telecommunications. 








couple of years back has resulted in an ambitious plan Bs | 
its exp Se and induction of Migh einat Another | 


f elec- F Tas vetta to a the Indian version into production, whi 


| 1.1950 vintage and it will be a few vears before the 


* vated by L 


. kong, Singapore and India and through. 


. main the same labour-intensive o 
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bane Indiaz a moderne system jane anew v level of of 


growth rate from 0.3% to 4% annually. This would t 


les- | ph 
.cence, thanks to the low priority m ieaiieas bed 


veloped a cross-bar exchange which was a modific 
















































ae his Menon 
At the moment, the capacit 
channels is being expanded a 
million. New microwave and ult. 
channels are also being put in by D 
The capacity of auto-telephone ci dsbi 
ed at an estimated cost of Y 1.55 billion. in 
PCM (pulse code modulation) systems are b : 
This work is being carried out under contraet to ihe 
Sumitomo Corp. of Japan... "ne 
The Pengoon city telephone sy stem is also b 
. M. Ericsson. of Sweden. Liaying cable 
undertaken by a number of Japanese, Singapot 
American contractors 
As part of the telecomts-development project, t 
up in Rangoon in 1979 a standard B Intelsat IV- 
over the Indian Ocean. Fitted with equip. 
Sumitomo (including an 1 1-m parabolic 2 
channels), the station has enabled Burma t 
rect telephone and telex links with Japan 


with 147 other countries. Yet public an 





with armies of clerks, typists and 
equipment (like word processors and video 
are as yet unknown, but most offices now haven 
better) telephones and some (about 100) have telex’ 
nals. 
The presence of computers in Burma — an [Che 
tig at os PVC ipa NUN 10 mi 


may brace a nue for: a io of fn 
Lu aeons s and the Ap n add of 


nology. 

With about 3.1 million telephone connections no" 
has a density of one telephone for 25 people. Of 7,56 
exchanges some 1,200 are operated manually. Except 
few electronic exchanges in the cities, the electro-m 
ical exchange is the mainstay of the system 

Services are inadequate and there is a a long waiting 
for instruments: sometimes it takes eight years to geta Ce 
nection, End-of-century requirements are projected as 
million lines which would entail stepping up the prese 



























the density up to a meagre 4.2 for 100 people, still far b 
hind Japan (48.4) and Britain (49.7). | 

The technological side looks condis dismal. The 
large-scale telephone-exchange factory set up in 1949 
still making the Strowger electro-magnetic exchang S 


ased out. 









bes-Bar ee from I.T. AT. of Belgi m i which 
disaster under Indian conditions. Indian research: 











the Pentacosta system and the L'T.&T. has been given 











ectronics. The centre has been asked to develop a 
-the-art technology. After the first two exchanges 
CIT Alcatel collaboration have been set up, the third 
e will be set up in India and will produce exchanges 
sed on the technology India is to develop. 
All this will lead to a demand for better quality and new 
jes of end-user equipment. India continues to import 
echnology even to make the right kind of telephone instru- 
ent. The clumsy old models introduced in 1950 are still re- 
iable among the various models produced in India. A few 
nonths ago an agreement was signed with the FACE 
standard of Italy (a subsidiary of LT. &T.) for a plain elec- 













































y Manik de Silva in Colombo 
.In a recent report to the government, Post 
vand Telecommunications Minister D. B. 
» Wijetunga strongly opposed a proposal by 
Cable & Wireless of Britain that it take over 
¿the country’s widely criticised state-owned 
.telecommunications system. The minister 
said that, against the advantages of 
= privatisation of the system which would 
i infusion of badly needed foreign capital and 
re was a plethora of evident disadvantages. 
tunga made the point that, since the ethnic conflict 
1983, the importance of telecommunications from 
of view of security had come into sharp focus. "It 
ifficult to maintain security requirements in a pri- 





Iding ... further, it is possible that a private com- 
iot be politically neutral,” he said. 

vernment had made a very large capital invest~ 
telephones during the past few years and the bene- 

iS investment would accrue over the next few. Al- 
iere was “a substantial increase" in telecommuni- 
is department revenue. Privatisation by a foreign 
any would mean that part of what was earned would 
repatriated. 

Also, the employment of highly paid expatriate staff and 
her capital investment would necessarily lead to an in- 
ise in the cost of service. As telecommunica- 
sis a support service for other sectors of the 
onomy. this would result in substantial in- 
ises in charges such sectors must meet. 

The government had tried to keep subscriber 
rges low and, though the actual cost of a con- 
ction. was Rs 30,000 (US$1,200). the highest 
e the department levied was Rs 10,000. . 
unga added that a recent study by a foreign | |: 
vestor (whom he did not identify) had revealed. 
at a possible charge for a connection could run 

igh as Rs 90,000 a line. The publication of this 

re in the press hurt the case for privatising 

| slephones. 

The minister also feared a variety of other 

roblems would arise if the telephones were 

‘en to a private company. These included wage 
nds by local staff (if highly paid expatriates 
re brought in) as well as the opposition of all 
fecommunications’ unions including the en- 


























ganisation. as government wil have a minority | 
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is and an Indian gi | 
factory has begun collaborating MAE Olivetti of Italy to 
make them. 

* All these developments will E yea mnia technol- 
ogy. Where the poor quality Indian-made manual typewri-- 
ter is the rule (thanks to restrictions on import of even man- 
ual machines) the electric typewriter is a status. symbol. 
Addressing machines are rare. Word processors are'a re- 
cent phenomenon and also rare, though easier component 
imports and lowered duties are making them cheaper. 
Unions have been opposing computerisation in banks (95%, 
of banking is state-owned) and Indian banks have vet to in- 
stall an internal telecommunications network of their own. 
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project on modern lines, the results have been very satisfac- 
tory. The present difficulties are in respect.of Colombo and 
the greater Colombo area where development has only been 
in switching and increasing capacity in the exchanges. 
while the cable network which is about 50 years old has not 
been replaced. If this is done the present difficulties will be 
overcome,” Wijetunga said. 

He also reported that current development work is being: 
done with a depleted staff while the exodus continued un- 
abated. Out of the required technical workforce of approx- 
imately 8,000, a foreign company could bring in only a 
small percentage of staff and only at higher level. The 
grassroots staff would have to remain the same. 

Despite all these arguments, the cabinet appointed a sub- 
committee to see whether it would be practical to give. the 
job of handling the telephones to a private company. The 
telecommunications department had long been riddled 
with corruption with employees from linesman level up- 
wards having to be bribed to keep a telephone in order: 
subscribers were tired of the service they had to accept. 

It therefore stood to reason that the government would. 
explore the possibility of shedding itself of the responsibil- 
ity of taking care of the telephones and giving subscribers 
the. bonus of a decent service. The cost, of course, would be 
the bugbear. 

Ás long as people could remember there had been a short- 


since 























many areas — the tel pri : 
communications such as video display units, ‘teletext: video 
text, data modems, sensors and telemetry. equipment are 


virtually unknown. (Domestic facsimile services are insig- 


nificant in coverage.) The reason is the equipment was not 
allowed to be imported and whatever could be made a 
home was not alowed to be used unless of gov ernment 
manufacture. poss 

The recent policy’ everdal- sanin ptiväté~sector 
manufacture of telecommunications equipment raises 
hopes’of a change in' the scene. The private sector, with 
foreign collaboration if necessary, can make all telecom- 
munication equipment such às telephone exchanges; data~ 
communication. equipment, teleprinters, telex rnachines, 
telephone instruments, microwave network svstems and 


KA bow 


age of repke and getting a connection sequined influ- 
ence. Services out of Colombo were poor with interminable 
delays in the exchange on trunks calls. With new exchanges 
and the capacity of the old exchanges exceeded in a bid to 
meet pressure for new connections, services had been de- 


teriorating badly. But along with this the numbe r of con= | 





dialling facilities provided to many provine 
well as to Colombo suburbs. 


Grumbles, however, had increased in intensity and a 


government favourable to handing over utilities to private 
firms in the climate of a liberalised economy had naturally 
been attracted to the privatisation proposal. Just this year 
the telecommunications department passed on the job of 
publishing a new: telephone directory to a private firm 

though it played the major role in compiling the directory. 
The result was that subscribers were able to get a reasona- 


bly up-to-date telephone book after a period of several 


years. 


-? everal desciaumeni dhene are in execution or on 
i the drawing board; funds for some of them have 
been found while others are being negotiated. Butthe 
telecommunications authorities cànnot cope with what is 
on their plate for lack of both dev slp and mainte- 
nance funds. 

Annesley Jayawardena, post. ‘atid E 
secretary said: “The demand for telephones has doubled 
and trebled during the last few years but we have not been 





able to satisfy that demand for lack of money. ‘The Rs 45. 


million given annually for development is not enough. We 


can only pay for the development work with: these funds: 


what we get for maintenance is just not enough.” 

Wijetunga says that in areas like Kotte where a new par- 
liament building has been erected, in the free trade zone 
north of Colombo and in some areas affected by a cyclone 
some time ago where capital was invested to build a mod- 
ern integrated- telephone system. "the results have been 
very satisfactory.’ | 

Although data pr ocessing in Sri Lanka started sound 


1946 with conventional card machines, there were no com- 


puters in the country until an ICT 558 was installed int 1964. 


Until 1970 there were only eight Computers with’ rigorous 


import controls enabling their import by selected stat 
tor commercial corporations, the central bank and the 
sus Department. Two private firms were also-a 
import computers to replace obsolete equipment. uc. 

As one observer monitoring the ph of Plur 









these modest computers had an impact on | society Ai 










"Bur 
government policy kept the growth slow until 197 ^7 when 
poe Dc g the economy saw a E growth. i 





3 Bank funds. 


| ihe whole country to develop one standard sy Sens fn 
tion, the West Germans would also set up an electroni 


Stage. The entire funding would be provided by 





































the gover Birnen has Dan it Ch n 
"repetitive" imports (orimport of 
M didecally in NA o 


But éven “this Aae ehtry of p priv rate ndustry | 
communication equipment manufacture might 
modern technology. 


BANGLADESH 


By S. Ka maluddin mn Dhaka ; 
| | | Bangladesh which has been i 
ard A satellite since the late 
global and national telec 
| link-ups, is now gearing itself to^ 
| expected demand for modern t 
| municátions and office technok gy 
next few years. — 
NENNEN 56 Standard A at Betbunia in 
eastern Chittagong and the Standard B at Talibab: 
Dhaka (commissioned in late 1980: )have made it pc 
provide nationwide radio and TV coverage. This | 
has also helped to introduce an international dir 
ling system earlier this year, making life a bit eas 
those using the telephone for international calls, : 
The country's telecommunications development. 
grammes in the second five- ~year plan (ending in Ju 
to provide facilities for telefax, data transmission f 
place to another and a smóoth nationwide direct 
system — which though it exists now is not entirels 
factory — had to be pruned because of resource co 
However, the Telephone and Telegraph (T & T) board 
to introduce its own electronic data-based « computer 
vice by the next fiscal vear (July 1985-June 1986 
streamline its office management, the answering svst 
and improving the system as a whole 
According to Maqsud Ali Khan, planning member oft 
T & T, three donor countries — West Germany, Japan 
Siege == Ros orrered to finance sev "eran dev sod Ai 






































tem. 

The gover riment has ¢ already undertaken to € 
20-:25,000-Iine electronic exchange in Dhaka wi 
The West German Gover nment, on the 
has proposed to supply an electronic exchany 









change manufacturing factory in Bangladesh at a 


loans.” 

The deal, as proposed, would allow the West Germans 

supply all eléctronic-exchange and other equipmen 
lesh for the next 10 vears. in the first th 

j. 90, 000 hin ul ifr 
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for providing modern equipment for the greater 
à telephone svstem for a,20-year period ending in 
05 (with an additional 243, 000 lines by then). 

e Japanese package deal includes the supply of elec- 
onic exchange, switching equipment and local cable net- 
ork including optical fibre at a total cost of US$80 mil- 
. This would be provided under a Japanese bilateral aid 
‘ogramme and would meet the cost of equipment only, 
while the whole project would cost about US$180. million. 
Meanwhile, the Belgian Government is already going 
ahead with the building of a 10,000-line electronic ex- 
ange in Chittagong at a cost of about US$40 million. This 
deal is only for setting up the exchange. 

* The government has already undertaken to increase the 
1umber of channels from the Betbunia Standard A satel- 


stablishment of the Standard 
Sagarmatha (Everest) satellite earth 
station in the autumn of 1982 under a 
¿joint Nepali-British aid project, Nepal's 
, international telecommunications system 
. ushered in a new era: fast global communi- 
- cation with a proportionate increase in re- 
m liability of service is now within reach of all 
subscribers in landlocked Nepal. | 
yat 4,544 ft at Balambu, 16 mi south of Kathmandu, 
tha is sufficiently well equipped to make direct 
unication with Japan and Australia in the east and 


'osynchronous orbit over the Indian Ocean with 
m 60 channels of voice-grade circuit. Under the 
rrangement international traffic has been hand- 
ugh 13 circuits, six with Britain, three with Hong- 
| two each with Tokyo and India via Bombay. 

| new system has opened up the possibility of dialling 
from Nepal to most countries of the world and out- 
can dial directly to the 650,000 people in Kathmandu 
y. In fact Sagarmatha enables Nepal to communicate 
he rest of the world without having to depend on 
dia —a major breakthrough in the field of international 
ecommunications which has boosted the morale of eco- 
mic planners and businessmen. 

In the first half of the 1982-83 fiscal year, two-way inter- 
onal traffic inereased by 700 times: accordingly, gov- 
nment revenue from telecommunications increased by 
"5 and in 1983-84 the revenue was twice that. 

For the present, telex channels at the international tele- 
mmunications building at Tripureswore in the centre of 


its contact with the Third World. Although New Delhi 
: merely 500 nmi away, to contact it directly via HF 


NTO. a semi- eae organisation, an 
ritus hee ee lines ai be added to 
h 1 Various: 


Japanese Government has also otleted: an attractive | 


'opean countries and West Africa in the west. Sagar-. 
is geared to providing | communication services. 
sh the medium of the Intelsat 5 communication satel- | 


hmandu are operative with Japan and Hongkong only. . 
id international calls are being routed through these 
‘ies. Until 1970 Nepal was fully dependent on India 


VE apud is Deus impossible unless via - 
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The existing Tongi telephone industry 5 near Dhaka, es- 
tablished in the mid-1960s, is still manufacturing many 
types of equipment but the technology has become obso- 
Rete. However, the T & T board will still use it for setting 
up smaller automatic exchanges and improving telecom- 
munication facilities in the rural areas. 

In addition, the board has a programme to replace the 
existing old 960-channel microwave system linking Dhaka 
with Chittagong with three new sets having 1,800 channels 
each. Similarly, the Dhaka-Khulna microwave system 
is to be replaced by 120 channels. These projects, to be fi- 
nanced partly through Japanese grants and World Bank 
loans, are part of a system described as the communications 
backbone of the country and once it is put into top gear, the 
entire communications system should become smooth and 
efficient. v mm n 















































Of these, 12,000 lines will go oS the Kathmandu u Valley 


which comprises Lalitpur, Bhaktapur and Kathmandu 


townships. Under this scheme the international and inland 


gateway exchange facilities will be set up for and made 


available to districts outside the capital; thereby fulf illing 
the subscribers’ SRRA dream of trunk Pune via 


| e 





5 000 digital. eee aac ean a 


i Konami township and 2,000 in Birgunj, an important 
' trade centre adjoining Raxaul - = r India’ Ss northern railhead — 


has already been completed... 3 

.Sharma said Britain has. comp eted the Sagarmatha 
facilities as a turnkey project at the cost of Rs 120 million 
(US$7. 27 million). Marconi Communications of London 
was the main contractor of the project which was com- 
pleted a couple of months ahead of schedule. -Although 
most of the equipment was British-made, the main antenna 
was built by Mitsubishi of Japan and other power equip- 
ment was supplied by Dale Co. in collaboration with Gen- 
eral Telephone and Electric Co. of Italy. . 


ith reliable and prompt automatic-telex services, 
W ices for the lease circuit is gradually increasing 
3 and, if it continues, the 60-line channel’ might be 
exhausted within. the next couple of years. So NTC has 
already started a programme for expanding present satel- 
lite facilities with the installation of the latest equipment to 
meet Nepal's requirement up to 1990. 
Young and enthusiastic technical experts at NTC believe 
the time has come for Nepal. to switch to the Standard A 


-satellite to meet demand beyond. the turn of the century. 


With Standard A, services to this kingdom would be able to 
receive and transmit full TV services within and outside its 


frontiers. 


Japan has come forward e. a | proposal for a | long-term 
rural rper perite | amme in. four 





















for over 60 years. 


Today you will find Philips Telecommunications . 

manufacturing, marketing and service organisations i in 

over 70 countries. All offering an incomparable range of 
highly reliable business communications products, 










With over thirty years experience, | 
Philips is thé world’s third largest. : 
-Supplier of professional mobile racic 


- equipment. Products range from the 


| new compact lightweight PEX pocket 


radio to complete country = Mobi les 
Automatic Tetephone: Syste ems. 


^ PTUM i 


















— from telephone sets to PBXs ; E 
- from: mobile radio sets to complete Mobile Automatic. | 


: Telephone Systems V : 
"from teleprinters to Wide Area data Networks 


With the telecommunications business changing 
faster than ever ee ee 
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M concept, a, S mergetic ied 
Philips Office Automation System. 





Find out more about Philips world-wide success in ER 

telecommunications —- a success which means we're 

always glad to hear from qualified, motivated people "pS. 

who would like to join us. For a copy of our brochure din rom ae of ge pacar down t to a dozen or 
,amodern PBX system 


‘Global View’ write on your company letterhead or send | $0. Shown here is Philips TBX, 
your business card. which can handle up to 900 ports. 





















Philips Telecommunications 
Publicity Department, P.O. Box 32 
1200 JD Hilversum Holland 
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AUSTRALIA 


The public is watching 
Telecom with interest 


By John Costello in Sydney 

Australia is poised on the edge of a new era 
in communications with next year's launch 
of its first domestic-satellite system and 
the introduction of a range of new services 
by the nation's telecommunications mono- 
poly, Telecom Australia. 

The satellite system will be owned and 
operated by Aussat Pty, an incorporated 
company in which the Australian Government holds the 
majority of shares with a minority holding held by the Aus- 
tralian Telecommunications Commission — which trades 
as Telecom 

Ironically while the satellite system is certain to go ahead 
— providing Nasa s space shuttle successfully launches the 
actual satellites in July 1985 — the question of control and 
ownership of the entire project is still to be settled by the 
government. At the heart of this argument is the ability of 
the satellite system to open up more of Australia to the 
media groups which dominate the commercial capital city 
based TV stations 

This is unlikely to affect the various new communica- 
tions services planned using the new satellite system and 
nor will it affect the range of other services based on other 
advanced telecommunications technology. Next vear will 
also see Telecom introduce a national videotex service and 
take the first steps towards a fully electronic telephone-di- 
rectory service. Also plated by Telecom for introduction 
in 1985 is an electronic message-management facility. 

The words of the new era in telecommunications are be- 
ginning to appear with increasing regularity in the popular 
media: videotex, teletext, teletex, electronic conferencing. 
electronic mail and broadcast subscriber TV. Not that the 
ordinary telephone service is being overlooked. Several 
moves by Telecom have given the organisation fre- 
quently criticised as being an immovable bureaucracy — à 
more commercially oriented look. Included. here are a 
wider variety of domestic telephone sets and more efficient 
telephone systems for small business organisations 
In addition to moves by Telecom and Aussat in the tele- 
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mmunications area, several 
major private organisations are 
also implementing new commer- 
cial services. These will not only be 
based on the expanded facilities 
the domestic-satellite system will 
give Australia but also on en- 
hancements to existing tech- 
nology 

Leading this category is the 
country’s major newsagency — 
Australian Associated Press 
(AAP) which is testing a busi- 
ness news service to be delivered 
to specially-adapted computer 
terminals via a broadcast micro- 
wave system. Elders IXL, a major 
public company with interests 
ranging from brewing and pasto- 
ral activities to banking and inter- 
national trade has started its own 
videotex service for the rural com- 








E. ~e : munity.. This will. be carried by 
M i *. o cmd è Telecom's existing public switch- 
Outback space tracking station: everything depends on NASA. | ing-t elephone network. 


The major beneficiary of the 
satellite at a. domestic level will be 
remote communities and homesteads, 
within reach of the telephone network, 
which will have the dubious benefit 
of being capable of receiving commer- 


cial TV. But the most significant 
beneficiary will. be the business com- 
munity. 


From its earlier objections to the idea 
of a satellite network, Telecom has 
swung around to being a supporter of 

the system and will become one of the major users of Aussat 
Services. 

Its first service planned for the satellite will be the Iterra 
Network Service (INS). This will provide telephone ser- 
vices and data and text-transmission facilities for organi- 
sations in remote areas or in cases where existing terrest- 
rial services are temporarily dislocated. Iterra users will 
have their own satellite transmission dish and connected to 
this will be local devices such as telephone handsets or 
computer terminals. The satellite will bounce the various 
signals back to Telecom's earth station located at Bendigo, 
Victoria. From there the signal will be fed into the existing 
Telecom terrestrial network. 

Major users of Iterra are expected to be found among 
mining and oil-exploration companies which are working 
in remote locations and new tourist developments planned 
for areas far removed from major urban centres. Telecom 
also plans other services based on the satellite including 
high-speed data circuits operating point to point and point 
to multipoint service, which are likely to be of interest to 
TV networks 


allows the transmission, reception and reproduction 
of documents with total fidelity. It differs from fac- 
simile transmission services in sending the digital repre- 
sentation of characters rather than the image of a page. A 
wide variety of computer-based equipment including 
word-processors will be capable of using teletex services. 
Costs for Iterra and other new services are still vague. 
With its teletex service, Telecom may see some erosion 
of its existing number of telex users as organisations take 
advantage of the improved and faster facilities available 
with the new service. However, with Iterra, the type of ser- 
vice planned by Telecom would not be possible without the 
satellite. 
Aussat itself is studiously wooing a variety of large busi- 
ness organisations which it hopes will use its services di- 
rectly rather than through Telecom. Organisations already 


T elecom also plans a teletex service for next year. This 
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be updated at the beginning of each loop transmission 
period, roughly every few seconds. l 

‘Users of the service will have very small antennae — in 
some cases no larger than a cigarette packet affixed to a 
window — to receive the service. According to what part of 
the service a particular user subscribes to — for example, 
stock exchange prices and general business news only — 
his terminal will be programmed to peel off from the con- 
tinuous transmission loop the relevant information for dis- 
play: AAP will use broadcast microwave for capital cities 
only and plans to use direct satellite broadcast of its new 
service to other areas. 

Elders IXL joinsa number of other organisations explor- 
ing the commercial possibilities of videotex. This technol- 
ogy involves usirig a specially adapted TV receiver or com- 
puter terminal connected via the telephone network to a 
large collection of data banks stored on computer: Videotex 
services are already being used by travel agents and car 
dealers. | F 

The major advantage of videotex over broadcast telete) 
is that the system is two-way: thus a subscriber brov n 


through a data base of farm equipment, for example, is able un 


to order the data base to reserve a particular item for him. 


This opens the possibility of teleshopping services but so - 
far the major retail chains have shown little publie en- 


thusiasm for such.services. The major commercial banks, 
however, have been exploring the possibility of using 
videotex technology to offer home-banking services. 


- While it can be argued that many of these services would 


have gone ahead anyway, it is certain the widespread pub- 
lic debate on the whole issue of a domestic satellite 
for Australia has promoted an increased-aw 
vanced telecommunications services ger 









ome of Telecom’s new services have been the: result 
of constant pressure from the business community. 
Leading this area has been a steady push for several 
years for better data-communications facilities. Telecom 
has responded with the introduction of an all-digital 
data network and a packet- switching. network. With 
packet-switching networks data is transferred from point 
to point in discrete packets rather than in one continuous 
stream. 

Packet switching is more advantageous for applications 
in which small data volumes or irregular transmission 
times make the use of a dedicated data-communications 
link uneconomic. Applications for packet-switching tech- 
nology have developed faster than Telecom originally anti- 
cipated as many organisations are finding new uses for 
packet switching. Private electronic-mail facilities and 
intra-company videotex services are included here. 

Australia has not decided to adopt the open-lines policy 
of the United States and free its communications services 
to unbridled competition. However, the formation of Aus- 
sat and the long-running Davidson inquiry into Telecom 
initiated by the previous federal government have had their 
effect. 

Telecom has become more responsive. Major telecom- 
municatioris users have banded together into ginger groups 
and the Australian public at large is beginning to note that 
the telephone service is improving. 

That basic telephone service is paramount in Telecom’ S 
charter. Many will js closed watching new services | 
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“sending a continuous loop of information which can 


Baro E to be d eL to 5 thet OA message n 

Automation of managerial functions is where th 
bulge is biggest. Companies which used to į 
ne ce small com] siters are jua. ; 











































and a vast 1 rey 


people h sif 
puter suppliers : 
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Perhaps it is more aéctirate to s say the : 
promises rather than a bulge of actual s 
demand on cpa domesti Hic markets, Su 


competent in i most Corner countries i isan rofficen : 
. A'third factor comes into play. There seems to be : 
evidence that the customer here gets a lot more out. 
machine of a given size — probably because of the 
price. It is used more effectively. If a survey were 
evaluating the size of a company’s turnover agains 
price of its computer in the country of origin, New Zeala 
would be found to have larger companies managing o 
smaller machines than most. E 
All this results in a market somewhat mismatched fo 
products emerging from overseas suppliers. Machines 
signed to be sold to the single user automating good- 
operations -— and systems designed for OA — have a 
and capacity discouragingly high for office customers. 
No one seems quite certain what OA is anyway, ina 
try comparatively unused to terminals and personal 
puters on the office desk. Originally, OÀ meant wo 
cessors for the secretaries but the message is now filte 
through: a new vision of networks of small VEA: 
puters dipping into the store of data on the company's 
machine and manipulating it according to the demand ACES 
the moment. 
i Perhaps iced is DOE at variance with the natic 
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that the New Zealand executive is backward; thereis an in- 
creasing proportion getting accustomed to the more per- 
sonal electronic-decision aids — the spreadsheet modelling 
financial software, graphics, management of small stores 
of personal information and the capability to produce an 
instant graph. 

Electronic mail, meeting-schedulers and electronic 
diaries are the more communications-oriented side of OA 
which does not seem to have taken hold yet. There are pre- 
cious few OA networks and that, after all, is what the 
supplier is looking for: the multiple corporate sale. 

Networks, naturally, depend on telecommunications 
infrastructure and here progress is slower and steadier. But 
alongside the great computer assault on the offices, there 
are some major moves in the shape of New Zealand's tele- 
communications, which could help speed the information 
hetwork system with a tentacle in everyone's office. 

Telecommunications in New Zealand means the post of- 
fice. Again, in a country of this size and population, there is 
precious little scope for the private operator and the cur- 
rent state of legislation virtually ensures the continued 





single-supplier market. There have been attempts by 
privateers to nibble at the edges; a concession was even- 
tually wrung out of the post office to allow — or at least dis- 
regard — private operators setting up dish aerials to re- 
ceive overseas TV programmes. 

But the post office even passed up an opportunity to 
share with the railways the costs of setting up an inter-city 
fibre-optics link. With the post office making a widely 
criticised large profit — which it tells everyone it is rein- 
vesting in modern telecommunications — and the railways 
making a loss, it might have seemed like a logical colla- 
boration. But the post office remains as sole telecommuni- 
cations supplier. Any attempts at privatisation in the field 
seem even less likely under the new Labour government, 
whose previous science and technology spokesmen made 
vigorous noises in favour of exclusively state-run telecom- 
munications. 

New Zealand is, by and large, not an easy country to sup- 
ply with telecommunications in every corner. Its long thin 
shape restricts the possible geographies of a main-trunk 
layout while inhospitable terrain complicates matters. The 
post office has no wish to gee the easier parts of the opera- 
tion picked off by private operators. 


- 


But innovations are changing the face — or backbone — 
of the telecommunications network. There is a progressive 
move to digital transmission and digital switching on the 
main trunks, introduction of more modern telephone ex- 
changes and fibre-optic links and the imminent arrival of 
packet switching. 

By allowing small bursts of communications from differ- 
ent users to be sent along the same line, packet switching 
makes far more efficient use of the available communica- 
tions capacity — particularly for users needing only short 
bursts of communication infrequently, a category which 
includes most office automators. While they are not using 
the line, someone else will be. 


ut the real appeal of commercial-packet switching is 
heavily dependent on the charging scheme. Unlike 
conventional  circuit-switched communications, 
charges include an element related to the volume of 
data transmitted. It is like a rental car: it looks cheap, but 
unless the hirer has done his calculations carefully, he gets 
a shock when the charge for distance travelled appears on 
the bill. 

New Zealand may see a rush to packet switching, due to 
be released for full commercial use in late August, followed 
by a rush back to the circuit- 
switched solution. Some further 
charge adjustment may be in the air 
before the volumes on the post 
office's overcrowded network ad- 
just to its own satisfaction. 

Videotex, once promoted as the 
office information medium, is 
creeping along at a low level of in- 
terest, after interminable regula- 
tory arguments as to whether the 
country should have it at all, who is 
to run it and what standard com- 
munications protocol is to be 
used. 

The real question is: what do you 
use videotex for and what makes it 
different from ordinary telecom- 
munications access through ter- 
minals? The home market — in- 
formation through converted TV sets 
— has long since gone and video- 
tex is now being pitched firmly at 
the business user. A big push on the 
New Zealand front is towards ag- 
ricultural information — a substan- 
tially unknown market — rather 
than routine business information 
services which might be expected. 

New Zealand at last looks like moving towards domestic 
satellite communications, if only by sharing another na- 
tion's satellite at this state. This is the recommendation of 
the Communications Advisory Council (CAC) in a recent 
report on the subject to the outgoing national government. 
Participation in international Intelsat links or the Austra- 
lian Aussat 2 satellite — scheduled to be launched between 
1990 and 1992 — is advanced as the most appropriate solu- 
tion. The government passed up the chance to become in- 
volved with the earlier Aussat 1, arguing that requirements 
at the time were not sufficiently urgent. 

The post office is now looking clearly to satellite links to 
relieve some of the traffic on its hard-pressed cable and 
microwave network but, ironically for a country with so 
much of its economy involved in agriculture, there has been 
little enthusiasm for the other face of satellite communica- 
tions: the setting up of a local station to receive images from 
earth-resources observation satellites of the Landsat type. 

CAC recommends that the government “accord this pro- 
Ject the highest possible priority because of its import- 
ance to this nation's economy," causing sighs of relief from 
scientists who have been trying to get them to listen for the 
past two or three years. ü 





B 


The Performer 
The MPF-PC from Multitech 


Talent 

Even in the amazing world of 
computers, some systems are simply more 
talented than others. And a system 
talented enough to let you work on 
four jobs at one time is a gifted performer 
The MPF-PC with Concurrent CP/M 
juggles up to four application softwares 
at one time. Type a letter in one console 
move on to your spreadsheet for analysis, 
sort through or print your data base, and 
access your corporate mainframe — all 
simultaneously 


Windows 

Concurrent CP/M's windowing features 
let you divide the MPF-PC's video display 
in up to four windows, each capable of 
containing a different application. With 
windowing, you can also view the full 
screen for visual detail. 


Adapts to your Style 

Concurrent CP/M allows the MPF-PC 
to adapt to your working style, instead of 
the other way around. If your job requires 
you to move between letters, files, name 
lists and spread sheets—all at lightning 
speed—just spread your work out among 
the MPF-PC’s windows and move between 
them at the push of a key 


Software Bestsellers 

The show doesn't stop there. The MPF 
PC's Concurrent CP/M-86 operating 
system runs the most popular software 
designed for the IBM PC, including Lotus 
1-2-3, dBase Il, Word, Supercalc, Word- 
star, PFS file, and many more 


Powerful Hardware 

The MPF-PC comes with standard hard- 
ware features such as 256K bytes of RAM 
dual floppy disk drives, serial and parallel 
ports, as well as full color and graphics 
support. The MPF-PC/XT features all of 
this plus a 10M byte fixed disk drive for 
greater storage capacity. And for those 
who still need those qood old operating 
systems, the MPF-PC series also comes 
with an MS-DOS operating system option 

For more information on how the MPF 
PC can put all this talent to work for you 
please contact the authorized Multitech 
distributor in your area 

OEM and distributor enquiries in other 
countries welcome. 


v 





TELEX: "19162 MULTIIC" 
TEL: (02)551-1101 


Specifications subject to change without notice. 


Regietered Trademafhs — Concurent CP/M Diei Romam, Lotus 1-2-3— Lote Üevesipeneni c 


Multitech 


9FL, 266 SUNG CHIANG ROAD, TAIPEI, 104 TAIWAN, R.O.C 
FAX: (02)542-2805 


Mame U 


Specifications 
Microprocessor: 

16 bit 8088 with optional 8087 
User Memory: 





Color Graphics Text 


Standard 256K expandable to 640K bytes 


ROM Memory: 
SK byte bootstrap routines 
Auxillary Storage: 
Dual 5 25 inch floppy disk drives 
Communications: 
One RS-232C port fully programmable 
One parallel port with Centronics intería: 
System Expansion Ports: 
5 IBM PC compatible slots 


INDUSTRIAL 
CORP. 


Ashton Tae. MS-DOS and. Word — Micro Corp | opes ak 


e Personal BASIC. MS-DOS 
Singapore & Hong Kong 
Malaysia 

Advanced Computer Dragor 

Pte. Ltd 

Singapore Tel, 3-744351 
Tel. 2967211 

Thailand Philippines 
Sahaviriya Infortech Philand Comp 
Computer Co Inc 

Bangkok Manila 

Tel. 235.7366 Tel. 855412 


40 x 25 or R0x 25 text 
background colors, 256 
Graphics Mode: 
220 x 200 4 color jJispla 
lisplay 
Interface: 
NTS¢ mposite or RGB 
Operating System — 
Concurrent CP /M-&Bf 


Optional Software — 


fee mios Pubt 
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Thenew Toshiba BD-4515 copier 
is so reliable theresone part 
that never seems to doanything. 


On every Toshiba BD-4515 copier, there's a little pink 
man who lights up if ever the copier should break down. 


HE LCD PANEL WITH EASY ` But it's very doubtful mention the automatic exposure control, which ensures 
T PY IE that you'll ever see you don't get copies that are either too dark or too light. 
him leap into action. Which is all very impressive when you consider that 
There he sits, it’s just a desktop-size copier. 
spanner at the ready, But then, such innovation has made Toshiba a leader 
on the LCD colour display in all fields of electrics, electronics and energy. 
panel. The LCD panel is a device And of course, little pink men. 
Toshiba actually pioneered, though 
it's fast becoming standard on other copiers. 
(We find it flattering that others choose to copy our 
copiers.) 
Every function of the machine is clearly indicated 
by little signs on the LCD panel lighting up. 
So you always know what the copier is doing. 
However, the LCD panel isn’t the only feature that 
makes the BD-4515 copier easy to operate. 


There’s an enlargement and two-way reduction capa- 
bility as well as a facility to print business cards. Not to 











PLAIN PAPER COPIER 


r^c 
BUPA IS 


Dual cassette is optiona 








in Touch with Tomorrow 


For further information about Toshiba's wide range of copiers, contact any of the following offices: HONG KONG Chevalier (OA) Limited (Tel: 3-7235766) PHILIPPINES (M 
Still-on Marketing Corporation (Tel: 86-11-95, 87-91-7 


anila) 
2, 88-82-39) THAILAND (Bangkok) Bangkok Business Equipment Ltd. (Tel: 2348670-3) MALAYSIA (Kuala Lumpur) Equatron 
(Malaysia) Sdn. Berhad (Tel: 554355) SINGAPORE Equatron Private Limited (Tel: 4666533) TAIWAN (Taipei) Taishiba Business Machines Corp. (Tel: 02-5519900-3) SRI LANKA 
(Colombo) Siedles Cineradio (Tel: 597952) BANGLADESH (Dacca) International Office Machines 


s (Tel: 255746) INDIA (New Delhi) Hindustan Reprographics Ltd. (Tel: 6414371. 
6418325) PAKISTAN (Karachi) O & A Business Machines (Tel: 213975, 211415) NEW ZEALAND (Auckland) Hanimex (N.Z.) Ltd. (Tel: 444-4946) AUSTRALIA (Sydney) Toshiba 
(Australia) Pty., Ltd. (Tel: (02) 887-3322) 





POLITICS 


The roots of a relationship 


The American Role in Pakistan b by M: S 
Venkataramani. Vanguard Books, Law 


hore. Rs 200 (US$14). 


The United States and Pakistan: the 
Evolution of an Influence Relation- 
ship by Shirin Tahir-Kheli. Praeger. 
US$29.95. 


Ai the aftermath of the collapse of the 

Shah of Iran, the administration of 
United States President Ronald 
Reagan has pushed Pakistan and its 
military rulers into the unenviable 
position of being the most important 
Asian surrogate for carrying out 
Washington's policies in West Asia and 
the Middle East. With Pakistani mili- 
tary personnel now deployed on con- 
tract to some 15 African, Arab and 
Asian countries -— and with some 
40,000 fighting troops on loan to Saudi 
Arabia — the US-Pakistan connection 
is now stronger than ever before, 

Taking the partition of 1947 as his 
starting point, Venkataramani, an In- 
dian academic, has prodigiously re- 
searched the roots of this relationship. 
He substantiates, with documentary 
evidence, that Mohammed Ali Jinnah 
— the founder of Pakistan — had laid 
down guidelines for -US-Pakistani 
military cooperation even before 1947. 
The moment Pakistan achieved inde- 
pendence, Jinnah was prepared.to for- 
sake traditional ties with the British, 
and asked the Americans for US$170 
million that would provide for a regu- 


lar army of 100,000 men (five infantry 
divisions and one armoured division), 


an air forceof 12 fighter squadrons and 
outlays for a new navy. 


This aid was not forthcoming until 
1954, when then commander-in-chief 


Ayub Khan convinced the Americans 
that Pakistani troops could play a 
leading role on behalf of Washington 
— not.only to defend its own borders 
against communist subversion, but to 
protect other, weaker Asian and Arab 
countries as well. "It seems to me per- 
sonally that the Middle East cannot 
defend without a more positive use of 
the fighting manpower of Pakistan ina 
mobile, offensive role." This is not a 
spokesman for the Reagan administra- 
tion talking but brigadier-general 
Rothwell Brown, who headed the US 
Military Assistance Advisory Group to 
Pakistan in 1955. 

The author traces the American role 
in the 1958 military coup which 
brought Ayub to power: US defence 
secreta VvoN eil McElory arrived on a 
: | j ich. just before 









| — such asthe U2 incident 


| the US base in Peshawar, Was shot 
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American spyplane, taki 


down by the Soviets — are also 
exhaustively researched and new evi- 
dence bought to light. 


Nobody seems to have been more im- 
pressed by the prowess of the Pakistani 
soldier than John Foster Dulles who as 
secretary of state visited Pakistan in 
1953. He said of the armed guard he re- 
viewed: "Those fellows were out of this 
world." He went on to develop a stra- 
tegy — “with the two strong points of 
Turkey and Pakistan" -- to contain 
communism. Former president 
Richard Nixon änd his secretary of 
state, Henry Kissinger, later were to 
include Iran as the “anchors of stabil- 
ity in West Asia." The administration 
of president Jimmy Carter was to re- 





name the strategy the "Four Pillars" — 
now also including Egypt — to bolster 


. Western influence in what was to be- 


come known as the "Crescent of 
Crisis." History certainly does repeat 
itself but under new labels. 

The book suffers from a long-winded 
prose style and the reluctance of the 
author to go beyond 1958. However, it 
is without doubt the most authorita- 
tive and well-researched book yet to 
appear on the origins of Pakistan's de- 
pendence on the US and their close 
military ties. 


ahir-Kheli, on the other hand, has 


little original research to her credit | 
more interested in | finding 


and is. 














































































Kenal - - ane ope 
military aid, it was clear f 
cans at least, that these ties were t 
help Pakistan's military adv ni 
against India over thè disputed ter 
ory of Jammu and Kashmir.. 
Governments, and Mese: 


ing to Pakistan's 8 eus in 1 the 3 196 
with India and the loss of Ban 
in 1971, according to Tahir-} | 
both cases the US imposed an a 
embargo on both India and | 
but it tended to hurt the 
military much more because of it 
dependence on US w eaponry. 

To the Pakistanis this was a. "b 
trayal" and a case of the 1 US d 
serting its friends. | 
Washington — which has by ; 
large tried for a rapprocher 
between India and Pak 
order to win India away. 
Soviet influence — it was Ü : 
a betrayal nor desertion. TI 
biguity continues to exis 
The US$3.2 billion aid x 
the Reagan administration 
given Pakistan (ostensit 
modernise iis armed 
against the Soviet threat - 
Afghanistan) isin fact being us 
to buy weapons more suitable £ 
the plains of Punjab than- d 
fending the mountain pu | 
the Afghan border. Some 75%. 
Pakistan's armed forces are + 
pointing east towards 
rather than west towards 
Soviets. 

This ambiguity could result ji 
another crisis of confidence pe 
tween the US and its oldest ally in West. 
Asia, if Indian Prime Minister Iela 
Gandhi decides to divert attention 
from her pressing internal problems: 
and launch military moves against 
Pakistan. In any future war with India; 
the Americans are even less likely to: 
rush to Pakistan's help than they ever 
did in the past. | 

Moreover, the US connection is no 
forcing the Pakistan military to 
bogged down in wars even furth 
afield. Pakistani troops could bee 
involved in the Irag-lIran war on the 
side of Baghdad, if there is à mak 
calation by Iran. Similarly the Pa 
tani military presence in Somal 
could draw them into a war wi 

oia two countries wh hp 
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he Thai Government has lifted a 
controversial credit squeeze im- 
@ posed by the Bank of Thailand 
(BoT, the central bank) limiting com- 
mercial banks' growth of new lending 
to 1895, seven months after it was im- 
posed. 
^ The decision, announced by Prime 
Minister Prem Tinsulanond on 20 Au- 
st, came after mounting opposition, 
uding some from political parties 
un the ruling coalition, plus con- 
ed press criticism. Among other 
ngs, the central bank ceiling was 
dely blamed for causing extensive 
ess failures among small and 
um-sized enterprises (REVIEW, 
The 18% credit-growth ceiling was 
oduced in mid-January as the 
stand most far-reaching of a series 
rictive monetary measures taken 
he BoT to control the deterioration 
he country’s external balance. The 
ons followed 1983's artificially 
economic growth, in which the 
nally high (34%) growth of 
dending was blamed for a record 
id billion Pon 87 aes trade 


Pens E: major potus E 2 in- 
iding the largest, Bangkok Bank 
"were consolidating their positions 
sr the rapid 1983 growth, the credit 
iling soon became a political issue. In 
suing months, banks which wanted 
eut back on lending simply told 


stricted by the 18965. limit. While 
enior bank executives at head offices 
early were: not using the credit 
ueeze to justify consolidation, there 
; evidence that the policy was abused 
by many branch managers. 
For.a business community in which 
e majority of small and medium- 
sized. operators traditionally have 
cked funding discipline and have re- 
lied in large part on bank overdrafts 
d unofficial money-market chan- 
the sudden contraction of bank 
edit spelled trouble. The impact of 
€ squeeze was greater than it might 
erwise have been as the overall fi- 
nancial system was already reeling 
p under astring of other problems, start- 
. ing from the crisisin the finahce-com- 
"i panies ‘sector late in 1983. | 


"The widespread business failures 


were: Ueh 
Greased 





rospective borrowers that they were: 
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were 


hardship: 


: 8.6% to the end of June. In 


By Paisal Sricharatchanya in Bangkok 


Bank, the third-largest institution and 
one known for its conservatism (its re- 
cord of dud cheques has traditionally 
been low), reported a 70% increase in 
the number of dishonoured cheques 
and an 86% rise in their value during 
January-June. 

Compared to the corresponding 
period of 1983, the value of dishon- 
oured cheques rose from 1.79% to 
2.95% of the value of all cheques hand- 
led. And according to informed 
sources, the incidence of dud cheques 
in the system as. a whole 
was far higher than Thai 
Farmers' record. Fuelled 
by a rather distorted and 
almost daily press attack, 
accusing fingers were 
pointed at the BoT. 

The 18% rule became, in 
the words of BoT governor 
Nukul Prachuabmoh, a 
scapegoat. In. an inter- |. 


view, Nukul conceded that. | ; : 


several business sectors | - 
indeed. suffering . 
severe. liquidity 
but he insisted 
there were other factors 
more important than. the 
credit ceiling. 

The central bank origi- 
nally wanted banks to in- 
crease credit by no more 
than 18%. throughout this 
year, with expansion not 
exceeding 9% in either 
half. Official records. show, 
that the system's aggre- | 
gate lending grew by only 


from 





a striking development, 
which to a large extent ex- 
plains why bank credit has 
been unusually tight, 
Bangkok Bank.—- which 
controls more than 40% of the total 


‘market share — expanded lending by 


only 3%, while loans granted by state- 
run Krung Thai bank (the second 


largest) grew. only a negligible 0.5%. 


Part of thetwo giants' shortfall during 
the first six months was made up by 
other large banks, some of which ex- 
ceeded their 9% limit for the period. 
Amnuay  Viravan, chairman of 
Bangkok Bank's executive board, said 
the bank hit its statutory lending ceil- 


ing on the Dasis of the capital- funds- 
3 | De 


Bangkok Bank: consolidating. 






troversial - 








normal 


not 
March. (Under present legal require- 
ments, banks can lend a maximum of 


resume lending until 


12.5 times their capital) Other 
analysts saw the bank's strategy. to 
consolidate from its over-lent position 
of 1983 (when its credit grew a record 
36.8%) as another important factor be- 
hind the unusually low credit growth 
during the first half of this year. Mean- 
while, a management shake-up and 
credit streamlining — prompted by ex- 
cessive credit exposure to some con- 





PURPUREIS 


. business ^ groups 
explained the negligible lending in- 
crease by Krung Thai. - 


fficially, the government has 
claimed that the 18% restriction 
is no. longer needed as it has 





| brought about an improvement in the 


country's balance-of-trade and pay- 
ments Bohr 18 bi i to last 


has averaged Baht 6-1 | 





an aircraft purchase by Thai Interna- 
tional). The BoT now projects the trade 
gap this year at Baht 73-75 billion. 
But in a statement that underscores 
the political considerations behind the 
revocation, Nukul told the REVIEW: 
"There were pressures from several 
fronts. We have to accept the reality 
that the arts of national economic 
management permit us to do whatever 
we can under certain political con- 
straints. We already made it clear from 
the outset that the measure would be 
only temporary. Quantitative control 
would never work in the long run.” 
Before it was scrapped, theissue was 
debated several times at weekly meet- 
ings of the high-level Council of Eco- 
nomic Ministers. The council later ap- 
pointed a special working group com- 
prising, in addition to Nukul, National 
Economic and Social Development 


Board secretary-general Snoh Unakul, 
Prem's chief economic adviser Vira- 
bongsa Ramangkura and government 
spokesman Trairong Suwannakthiri, to 
review the policy. 

As one member of the working group 
put it: "We considered the pros and 


cons and concluded that the negative | 


[political] effects now outweighed 
positive [economic] benefits." In de- 


group reportedly felt that since the 
18% rule was not directly responsible 
for the widespread business failures — 
and because some improvement in 
money-supply growth already had 





| packing 
ciding to recommend termination, the | 





been achieved — it was not worth the 
government's while to remain a target 
of public criticism. That Prem person- 
ally announced the decision at a press 
conference on 20 August suggests the 
economic ministers and the BoT 
wanted him to receive the political cre- 
dit. 


ith hindsight, some senior 
W commercial bankers said the 

central bank and the govern- 
ment could have spared themselves po- 
litical unpopularity. “Through pricing 
and market mechanisms, the BoT could 
have adopted a number of other mea- 
sures to reduce money supply in order 
to improve the country’s external posi- 
tion, At best, the quantitative con- 
trol was only supplementary,” said 
Amnuay. 

But central bank officials insisted 
that the 18% limit was 
needed at the time. “On top 
of other measures enforced 
since late last year, we had 
contemplated other action 
such as raising banks 
legal reserve require- 
ments. But given the crisis 
in the finance-companies 
sector, the situation then 
was not conducive. Since 
banks’ lending growth 
was very strong in the lat- 
ter part of 1983, there was 
no other sufficiently effec- 
tive means but to impose 
the 18% growth restric- 
tion,” said Nukul. 

The crucial question 
now is whether the ailing 
sectors will recover fol- 
lowing the lifting of the 
credit restraint. Prem has 
ordered the BoT to work 
out special measures, in 
collaboration with banks, 
to assist four specific areas 
— agriculture, exporters, 
small and medium-sized 
businesses. The form of 
such assistance is now 
under study. 

Immediately after scrap- 
ping the 18% limit, the 
central bank released some Baht 2 bil- 
lion worth of high-interest bonds, a 
move clearly intended to absorb any 
excess liquidity from the banking sys- 
tem. It is possible that proceeds from 
these bonds will be set aside solely to 
finance small exporters. 

The central bank has for long oper- 
ated a substantial line of what is called 
credit concessionary 
financing (at 7% interest) which is 





| granted exporters through banks. But 


there have been complaints that the 
availability of packing credit does not 
rise in tandem with exports and that 
the main beneficiaries are existing and 


large exporters. Although the BoT has 
been cautious in raising this credit 
line, setting aside a new portion speci- 
fically for small exporters would be à 
popular move. 

As for the general body of small and 
medium-sized firms, there appears to 
be little the BoT might do directly to 
bring them out of the liquidity dol- 
drums. "We can certainly ask the 
banks to extend more loans to these 
[firms], but all depends on their credit 
rating," said one senior BoT official. 

The credit squeeze has taught the 
less scrupulous in the business com- 
munity a painful lesson and many 
analysts see the entire experience as a 
positive development that may go a 
long way to instilling discipline in the 
system — both among borrowers and 
lenders. Already, BoT records show 
that banks have significantly scaled 
down overdrafts and opted more for 
project financing. (Overdrafts tradi- 
tionally have accounted for 60-70% of 
total bank lending.) Others say that the 
positive psychological impact gener- 
ated by the lifting of the curbs has re- 
vived Thai business confidence imn 
general. 

Even with the restriction gone, it is 
doubtful that banks’ lending growth 
this year will hit the originally 
targeted 18%. Bangkok Bank now says 
it will lend more over the balance of 
this year; but its Baht 12 billion loans 
target for the second half — the most it 
can lend under the capital constraints 
— amounts to an increase of only 995. 


| This means the bank's lending growth 








for the full vear will be around 12% 
(unless it lends more to state enter- 
prises which are not considered risk 
assets). The consensus is that banks 
which managed to expand lending by 
more than 10% in the first half may 
have difficulty keeping up the pace in 
the aftermath of unfavourable busi- 
ness conditions during the second half. 

Meanwhile, the BoT maintains that 
it will continue a "cautious monetary 
policy to ensure austerity and discip- 
line." This is taken to mean that, while 
no new measures are anticipated, the 
restrictive policy particularly on 
imports — will remain in force 

Under central bank instructions 
dating from November 1983, banks 
must maintain the issuance of letters of 
credit this year at the 1983 level. And 
in a ruling in June, banks were told 
that their combined import financing 
this year must not exceed 5% of total 
credit. It is understood these restric- 
tions remain in force, though negotia- 
tions are under way to allow special 


| exemption for the import of raw mat- 


erials used to produce vital consumer 
goods for domestic consumption, às 
well as Board of Investment and other 
goods destined for government pro- 
jects. oO 
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: By Edna Carew in Sydney 
D ehe Labor government's second 
Za budget, tabled on 21 August and in- 
itially well received, has provoked a 
heated debate over whether tax cuts 
_ should have been sacrificed in favour 
- of a lower deficit. The cuts were neces- 
-sary to sustain union support, which 
— prompts critics to point out how much 
the government's strategy hinges on 
continuation of a prices-and-incomes 
^ accord. 
— The government based its latest 
— budget, for fiscal 1985 (which began on 
— 1 July) on a number of assumptions, in- 
cluding continued world economic re- 
covery, lower inflation in Australia 
— and elsewhere, the maintenance of the 
voluntary prices-and-incomes accord, 
a domestic budget deficit of nearly 
— A$3.9 billion (US$3.3 billion) and total 
deficit of A$6.75 billion including the 
— overseas-funded portion. The deficit 
has been cut back by A$1.2 billion over 
the previous year's result, and repre- 
sents 3.3% of gross domestic product 
compared to the previous 4.3%. 

The reduction in government de- 
mand for funds should allow room for 
further cuts in interest rates. The gov- 
ernment appears to be structuring its 
borrowings so that the bulk is raised in 
the first six or eight months of the fis- 
cal year (usually the most liquid period 
of the year), leaving space for incipient 
corporate demand in 1985. Given 
strong corporate liquidity in general, 
fears of a crowding-out of private by 
public-sector borrowing should prove 
unfounded. 

As the budget implications were di- 
gested, euphoria that the deficit has 
been confirmed at less than A$7 billion 
was replaced by an awareness that it is 
still a large figure, that the structural 
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Keating: not so 


à Sweets now, bitters later 


. Poised for an early election, the Australian Government 
offers a budget calculated to please most voters 


portion of the deficit is as high as ever 
and that the government seemingly 
threw away a chance to prune the de- 
ficit in favour of wooing the electorate 
with tax cuts. While personal income- 
tax rates have been reduced, mostly at 
the lower end of the scale, the govern- 
ment's receipts from tax are signifi- 
cantly higher, estimated to increase by 
23% this year on the back of a recovery 
in economic activity. Such a re- 
surgence suggests the deficit- could 
have been lower, as an economy of that 
strength is not crying out for stimulus 
through deficit spending. 

The government is banking on the 
tax cuts to boost real personal income 
and therefore consumer spending over 
the years. This, combined with mea- 
sures to encourage business invest- 
ment, should send the economy ticking 
along nicely. The government is op- 
timistic about the year ahead: Austra- 
lia's inflation rate is expected to hold 
just above 5%, exports are expected to 
rise and productivity to increase. Less 
comforting, imports will also increase 
in line with more buoyant demand. 


Forecasts of balance-of-payments 
problems, with a widening current- 
account deficit, provide a major blot 
on the horizon, with bearish implica- 
tions for the Australian dollar. A softer 
currency would be a chink in the ar- 
mour against inflation. Any mention of 
inflation brings the argument back to 
the prices and incomes accord, which 
is so crucial to the success of the Labor 
government's policies. The accord has 
contributed significantly to the gov- 
ernment's victory on the inflation 
front, and has encouraged the trend to- 
wards lower interest rates. The accord 





aiso maae ine tax cuts 
inevitable. The govern- 
ment therefore deliver- 
ed, thereby maintaining 
harmony. 

The unusual degree of 
harmony between the 
government and the 
unions, and between the 
government and its fi- 
nancial institutions, has 
underpinned the renew- 
ed stability and confi- 
dence currently enjoyed 
in Australia. Even the 
pessimists do not see 
clouds on the horizon 
until the third or fourth 
quarter of the current fis- 
cal year — that is, until 
well into 1985. By that 
stage, attention will focus again on 
wages, seasonal influences could push 
interest back up, corporations could be 
turning their thoughts to borrowing. 

By then a December federal election 
(widely expected following the tax 
cuts) would be out of the way and as- 
suming an endorsement of community 
confidence in its measures, the govern- 
ment should be able to implement 
tougher policies necessary to keep the 
economy on track. 

Meanwhile, the business community 
— whose support the government has 
so successfully won during its 17 
months in office — has been offered a 
number of significant sweeteners. The 
investment allowance on new plant 
and equipment has been maintained, 
despite fears to the contrary: the al- 
lowance holds for equipment ordered 
by 30 June 1985, provided such equip- 
ment is installed by 30 June 1987 (an 
extension of 12 months on the original 
installation deadline). 

The rate of depreciation on new non- 
residential income-producing build- 
ing has been increased from 2.5% to 

%; companies will be allowed to 
transfer losses between different mem- 
bers of company groups where there is 
100% common ownership, and the 
government has delivered a long- 
sought concession to the mineral ex- 
ploration industry in allowing money 
spent on general mining exploration to 
be deducted against income from any 
source. All this should encourage in- 
vestment. 

The average voter is more interested 
in the budget's tax cuts and restruc- 
tured tax scale, designed to ease finan- 
cial burdens. (The only people to be 
dealt a blow in this budget are wine- 
producers and drinkers, who have 
been hit with a 10% sales tax.) On the 
personal income side, Australia's 
three-step tax scale has been replaced 
with a five-step structure, aimed at en- 
suring a lower rate of tax for lower-in- 
come earners. But critics have pointed 
to fiscal drag (the effects of inflation on 
tax brackets and therefore real in- 
come), which is likely to offset much of 








in the right shape? 


Ask Swiss Bank Corporation 





"If investment management were 
just a matter of making the right 
guesses, there would be even 
more new names getting into the 
act every day, and far fewer old 
names still around." 

Jacques Rossier, 

Senior Vice President 


However, as Mr. Rossier puts it, 
the first thing to remember about 
investment management 

is that you have to be very clear 
about your investment objectives. 
And for that, you also need 

to know how the external factors 
and the range of possibilities 

can affect these objectives. This is 
why many investors are look- 

ing for even more than an ability 
to make sound decisions when 
they choose a portfolio manager. 
They want to know what 

they're getting into, and they want 
to make sure their objectives 

are sound. So a good investment 
manager has to know his 
customers as well as his markets. 
It's a good reason for 

going to a good bank, with the 
organizational resources and 
experience to give you 

the “up-front back-up” you need. 
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Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 
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General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide | 

network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta, 

Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, 

Mexico, Panama, Rio de Janeiro, São Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asiat 

Hong Kong, Singapore, Tokyo. Australia: Melbourne, Sydney. Linen adsense 
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g up fi for an investment slowd wn in 1 ES | 








les Smith in Tokyo 
ries of surveys of investment in- 
ions carried out by various Ja- 
se organisations, including the 
t of Japan (BoJ, the central bank) 
Nihon Keizai Shimbun, the coun- 
most. authoritative business 
spaper, suggest that Japanese in- 
"i increase its investments in 
it and. equipment this year 
idly than'at any time since 
most, but not quite, equalling 
tment boom that seems to be 


that it indicates a pronounced upturn 


basic-materials industries such as 
petrochemicals or paper and pulp. 

These two industries, along with 
aluminium, were thought to have 
reached the point of no return in the 
long decline in their fortunes caused by 
the jump in Japan's energy-import 
costs in 1979 and 1980. It now appears 
that petrochemicals companies are in- 
vesting in new materials such as car- 
bon fibre. Paper and pulp companies 
have embarked on a round of replace- 
ment investment which even officials 
-at the Economic Planning Agency (EPA) 
| admit to finding “rather mysterious." 


ania 


c ding toa Nihon Keizai survey 
ri gneariy s. 000 companies, man- | 
: l March in the 12 














cording to Rou Ebihara,.a director 

Oji Paper, Japan's No. I paper 
)ulp maker, the industry is simul- 
ly cutting back on its capacity 
ome over-supplied sectors and vig- 
‘ously sinking money into machinery 
‘hich will cut costs and improve qual- 
i IM to o ¥45 au 


ret boilers devices ec the com- 
y P invested od ¥10 billion. last 


spending. 
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younger. Miti used its data on aging to 
argue for an extension of Japan's 
rather modest investment-tax rebate 
system, which it claims compares 
poorly with the more generous rebates 
available in the US. 

Sceptics have torn a number of holes 
in the Miti argument, though the basic 
claim that age of industrial plant in 
Japan and the US is converging ap- 
pears to be correct. One problem with 
the figures used by Miti is that they are 
derived from different sources and 
based on different methods of calcula- 
tion. (The Japanese figures were ar- 
rived at by adding to or subtracting 
from a comprehensive survey made in 
1970, whereas the US figures, com- 
piled by the Department of Commerce, 
automatically disregard any plant 
considered to be beyond a standard. 

ee age.) =", 
Another point made by | 






tarts that Japanese plant 
5 getting too old may be based 
n the wrong ENDE 


apan's economic press has. devoid a 
good deal of space recently to dis- 
sing the question of whether the na- 
's industrial plant is getting too 
The debate was sparked when a 
op official of the Ministry of Interna- 
ional Trade and Industry (Miti) gave a 
eries s of interviews in which he noted 
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justment i in overall oe 


Daishowa and ume the second: and . 
third-largest paper companies, also |. 
seem to be pouring money into new . 
machinery. In Daishowa’s case this | 


even in the investment intentions of | 






|. and US investment patterns, accord- 





;| their investment plans in early 1983, 


are now said to be scaling. their plans 


| up again so as to keep pace with the 


massive investments ín robots and 
other forms of automation being 
| undertaken by American car makers. 
| Among major industries, that leaves 
shipbuilding and steel as investment 
black spots, according to the Nihon 
Keizai and other surveys. 
| Shipbuilding investment is down 
| because the industry has been rapidly 
losing its competitive edge to newcom- 
ers such as South Korea. In the steel in- 
dustry, the picture is slightly less sim- 
| ple. Investment by the five big inte- 
grated steelmakers is estimated at 
| ¥5350 billion during the current fiscal 
year, down from last year’s ¥740 bil- 
| lion when a number of projects for the 
| technical upgrading of existing faci- 
lities were being completed. Nippon 
| Steel, the industry giant, says it plans 
| to spend about ¥185 billion this year, 
| compared with ¥210 billion in 1983, 
| while Sumitomo Metal, the No. 3 com- 
| pany estimates its spending at ¥80 
WHERE GROWTH COMES FROM 


(Contribution of main sectors 
to real GNP growth, 
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economists is that some degree of aging 
is natural for a country whose indus- 
trial plant is as young as Japan's had 
become by the early 1970s. Japan 
would have had to invest more than 

20% of its gross national product in in- 
dustry during the past few years to 
keep on bringing down the age level of 
its plant. The US has not had to invest 
as much as that to start catching up 
with Japan. | 

The real. question, about Japanese 















Japanese car plant: scaling up agen. 


billion, down from the 1983 figure of 
¥133 billion. An exception to the 
downward trend is Kawasaki Steel, a 
leader in techniques of surfacing and 
finishing steel sheet. Kawasaki's pro- 
gramme of introducing continuous- 
rolling and finishing facilities at its 
two main plants will up spending to 
¥ 130 billion this year from * 123.7 bil- 
lion in 1983. 

The recovery in equipment invest- 
ment which reflects an equally 
sharp upturn in the profit expectations 
of most industries — means that indus- 
trial investment will be to some extent 
resuming its old role as a “pillar” of 
economic growth during this fiscal 
vear. This is important, because it 
means that the economy will need to 
rely less heavily on export demand 
than has been the case in the past few 
years; but the extent of the shift back 
to investment-led growth should not 
be exaggerated. 

Officials at the EPA, who now be- 
lieve Japan may register 5% annual 
growth during 1984-85 in real terms, 
say that one percentage point of that 
might. come from investment while 





ing to the Economic Planning Agency 
(EPA), is not whether US industry is 
about to become younger than Japan- 
ese industry in an overall sense, but 
whether Japan is holding its own in the 
race to develop high-technology in- 
dustries. Japanese electronics com- 
panies are handicapped by longer tax 
write-off periods for advanced equip- 
ment than their American counter- 
parts (and could face an even further 
lengthening of the period from 1985 
onwards). 

The EPA thinks it “only fair" that 
Japanese companies on the leading 
edge of technology should get the same 
kinds of tax treatment as their US 
counterparts. Arguments about the 
overall aging of industry, however, 
seem irrelevant to this point, or rather 
look suspiciously like a sledgehammer 
when the problem is how to crack a 
nut. — CHARLES SMITH 
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1%-plus” isstill likely to be due to ex- 
ports. 


bright point about the recovery is 

that only a small part of it seems to 
be the result of plans to churn out addi- 
tional quantities of goods for foreign 
markets. "Replacement investment," 
designed to make industry more effi- 
cient without increasing capacity, is to 
the fore in the more mature industries 
such as cars and consumer electronics. 
Only in advanced electronics, and 
especially in the explosively growing 
integrated-circuits industry, does the 
main emphasis appear to be on step- 











has managed to isolate figures for inte- 
grated circuits in the investment sur 
veys, but some companies have been 
talking recently of a 10% upward revi- 
sion of plans made at the start of this 


year. A BoJ survey of investment in- 
tentions in “electrical machinery” (a 
category which includes the slow- 
growing heavy-electricals sector as 


well as advanced electronics). forecast 
a 30% rise in spending in May and this 
is likely to be revised sharply upwards 
in September 

One thing which Japan's 1984 in- 
vestment boom will probably not do is 
to reverse the trend which has been 
under way for some time for the aver- 
age age of Japan's industrial plant to 
increase gradually vear by year. How- 
ever, it is doubtful how much this real- 
ly matters. Japan still the 
world's youngest industrial plant 
(though the US has been catching up) 
and enjovs a competitive edge in a re- 


boasts 


markable number of industries. Some 
Ministry of International Trade and 
Industry bureaucrats appear to have 
been spending sleepless nights re- 
cently because of the "aging problem." 
For most of the rest of the country it 
would appear to be a case of doing 
very nicely, thank you! o 
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225 000 000 DM 


The largest lottery of this type in Europe gives you an 
attractive opportunity to win. Never before were your chances 
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These amounts are guaranteed to be paid out in one 


lottery (during half a year). 


@ Only 600000 tickets to sell - no more 

@ 291650 of these are guaranteed to win 

@ Nearly every second ticket yields a 
prize 


You too can be one of the winners next 
time. 
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rnment on 24 August to defer im- 


gulations for textiles and garments 
) orders placed by 3 August and ship- 
ed by 31 October) was the result of 
'essure from US retailers, importers 
and farm groups, as well as Asian ex- 
. porters. But the concession only moves 
e battle over the rules. into a new 


The administration decision came 
after intense behind-the-scenes lobby- 
ng during the Republican National 
convention in Dallas, Texas, by im- 
jorters, retailers and farm interests. 
fear: of-a -Chinese agricultural 
Pen ATe Os which. was hinted.a ati in 





ice ssh congress the new textiles 
| inte appears to a the most. im- 








tee, 18 other senators signed a simi- 
letter to President Ronald Reagan 
arguing. that while circumvention of 






jew rules go too far. In addition, eight 
ajor farm. commodity associations 
(such as those representing sayabean 
millers, wheat growers, corn growers 
nd grain traders) wrote to Reagan op- 
ing the new rules. |. . 

New York-based Hongkong Trade 
ommissioner Bill Dorward told the 
EW: "The administration seriously 
unt restimated the reaction — foreign 

nd do mestic ~~ to} issuing, these new 
















Tobert Manning i in Washington 
lecision by the United States Gov- . 


menting its new country-of-origin - 


F lowing i up. a TS from influen- i 
"Republican. Sen. Robert. Dole, 
irman of the senate finance com- 


textiles quotas should be stopped, the. 


Y inistration's ; 


es ground o on its: new w text | 
pressure from interest groups 













| and then . lonald Le | a _ appropriate : 


Vital to Reagan's re-election campaign, 


industry and has applauded the tight- 


who are now seeking. ways of ‘Betting 


.the new rules rescinded. or amended 
before they take effect on 1 November. 


"m 


(The new rules, effective from 7 
Septeniber for goods ordered after 3 
August, seek to define country of 
origin as the last point at which “sub- 
stantial” transformation. has taken: 
place) A Hongkong delegation led 
by Director of Trade Hamish Macleod 
met with top officials from the com- 
merce, state and trade departments, 
but went home disappointed, with no 
hint of action beyond the deferral. _ 
There now appears little hope that 
the administration will reverse its de- 
cision unless forced to do so by the 








courts. Stuart’ Rosen, an attorney for 


the National Retail Merchants Associ- - 
ation said: "Reagan has dug himself 
into a difficult position, with no way of 
getting out." The southern US, which is 






is the home of much of the US textiles 











ening up of import restrictions. 





he new country-of-origin rules are 

- technically “interim regulations." 
The US Customs Service must allow 60 | 
days (until 2 October) for all concerned | 
parties to comment on the regulations, 
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COME TO THE ANA SHERATON H 


Opening in October, 

a new Sheraton graces 
downtown Osaka's Dojima 
district with a new standard 
of luxurious amenities. A 
six-story interior court 

with a clear glass ceiling. A 
floating lobby lounge. The 
English-style Library Bar 
International dining 

Come to where the 

service never stops and 
the elegance never ends 


WELCOME TO SHERATON HOTELS 
IN ASIA, AUSTRALIA & NEW ZEALAND. 
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KOREA SEOUL Sheraton Walker Hill. JAPAN TOKYO The New Otoni. OSAKA ANA Sheraton Hotel Osaka ( 1984). TAIWAN TAIPEI Lat Lai Sheraton Hotel HONG KO 
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The Royal Garden — 
a strikingly different hotel 
in the heart of Kowloon 


Located in Tsimshatsui East in the heart of Hong 
Kong's vibrant new shopping and commercial 
district, The Royal Garden is a smaller deluxe 

hotel, with a personal touch. 

Tall palms, gracious ferns, lush foliage. flowering 
plants and a tranquil pool grace the garden atrium 
of The Royal Garden where each of the 399 
rooms and 33 suites overlooks the spectacle of this 
indoor garden, finished in Italian marble. 





For reservations at The Royal Garden, Hong Kong 
please call: the nearest office of HRI, The Leading 
Hotels of the World, your travel agent, the hotel 
direct at Hong Ki ong . 3-7215215, telex HX39539 
any other Mandarin International hotel, or any 
British Airways Office worldwide 
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‘Lhe 
Giant Panda 
needs your help 
to survive 


Qs every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money, 

Please send contributions to the WWF 
National Organisation in your country or direct t 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WW F acknowledges the donation of this space bi 
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If youre big in the business 
efficiency business, sooner or later 
youll be taking orders from 
tne readers of Ihe Review. 

Because in Asia over 
half the people 
Involved in the 
purchase of all 
office equipment 
and computer products 
regularly read Ihe Review. 

When you consider that a full 
9676 of our audience is in business, 
government, and the professions, Thai SIX 
In every ten in business are on the board, ana 
that eight in ten in government are senior officials, you ll 
realise The Review is a singularly proficient medium 

That's why more than three dozen of the biggest names in off 

orogauctivity are orofitir je rom a place 
among our pages 

If you want your aaveriising to go strag! 
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V. Ipro al 
7 ance benefits will be. ener 
tively — must be dealt with to lear the 


confusion and controversy that has en- 


veloped the new law. 


The Labour Standards Law for dhe 


first time extends legal protection 


beyond factory workers and miners,. 


who were covered by the now-super- 
seded pu Law of 1951. Under ihe 


munications and kran pomalion | per- 


sonnel, employees of water, electricity 
and gas supply companies, and mass 


media organisations will be included 
as well. 


No final resolution of the. questions | 


. surrounding the new law is expected 


. before October. Minister of the Interior. 
Wu Po-hsiung, whose Department. of. | spokesm 
: Labour i uar drafted the come: me its ir 


l'or prior to 1 “August wou 
cording to the previot 





IR of Labour Affairs has 








only time worked aft 
of the new law would 
higher rate. 


b irector. of the ; 
w Labour Affairs T: 
stuck to the position 


retiring or drawing se 


31 July should enjoy t. 
the new.law. Becaus 
ernment-controlled li 
playing no appreciab 
bate over the new law 












fabir in in Jakarta 


. Over-production, ‘ste m 
‘the proliferation. — 
$, has resulted. in sever 
of prices — in some cases 
*tion-cost levels. — leav- 


'ompanies with severe 
slems. The situation was: 


rious enough to prompt 
sia (the central bank) to 


iearly August that banks ^ 


any more long-term 


ost toft : e plywood manu- 


bod éompanies: however, 


whether this arrange- 


k. First, there is the diffi-- 


niste ing and policing: the 
production policies. 


and times 
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- Australians have a reputation for being strong in competition. 
.. We like winning! And no less soin business. Thats why 
-National Australia Bank, working from an asset base ofOver 
US$22 billion; is committed to providing a service that is 
“recognizably outstanding in its degree of expertise and 


“personal attention. M Ee 





Ifyou require US. dollar financing, Euro-currencyloans, —— 


e. | 


foreign currency dealing, funds management, or 
- finance, let our winning determination work for: 


zontact the nearest National Australia Be 




























| at of iipon li- ! 
pe necessary to An k 






past twa. years, "e : 
ds NM to grow. | 


pum 1986, 
uction of 25% | es |. 

“all be entirely eliminated from 1 April : 
987. 
The decision to increase import-li- | b 
ence allocations further. forgoodsnot | forecasts for the first time. 5. 
5vered by industry development | showed an improvement. in the over- 

lans, to 10% of the market was a sur- | seas deficit in 1985. Economie growth 
rise. Expectations were for 5%. But | is forecast at between. 376 and 4% for 
| | . the year ending March 1985. 
These forecasts were published 
before the government's policy 
announcements about óverseas 
trade. The devaluation and the 
continuation of export incen- 
||| tives will. lead 1 to a strong con- 
T | econor Hc growth 
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We can't expand time, boi: 
we can help you make opti- 
mum use of it. Your Royal 
Banker can quickly marshall 
the best thinking of an 
expert team, tailored to your 
special needs. We'll provide 
depth of thought from 
imaginative and productive 
thinkers who respond with 
creative solutions that can 
only come from professional 
minds working together. 


INTERNATIONAL 
MONEY MARKETS 


We have firmly estab- 


lished ourselves through our 


Canadian and. overseas 





trading centres as one of the z 


world's leaders in foreign 
exchange markets, not only 


in Canadian dollars, but all — ink ikir ingir in« iz innovativ t " 


major currencies. 
INTERNATIONAL TRADE 


Our trade specialists, in 
strategic centres around the 
world, will help make both 
ends of your import and 
export deals go smoothly. 





ASSETS: US $66.9 billion. NETWORK: 1500 branches worldwide, operating units in almost 50 countries and more than 
5000 correspondent relationships. 
IN ASIA PACIFIC: Hong Kong, Tokyo; ‘Beijing, Singapore, Bangkok, Sydney, Seoul, Taipei. 


-tise second t to none: 


| power in inte national. Capi- 


They can provide creative 
trade finance packages and 
the foreign market intelli- 
gence you need to make dis- 
tant markets accessible and 
ambitious goals attainable. 


ENERGY FINANCING 
We offer nm exper- 











tal markets. —. 

Give us the challenge. 
We'll use our minds imagi- 
natively; our global network 
effectively; and your time 
more productively. 
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Copy sizes to your heart's content. 


The Minolta EP450Z gives you 781 zoom enlargement/ 








MINOLTA 


reduction possibilities. 


There are many things that are abso- 
lutely astounding about the Minolta EP450Z, 
the world's first compact-sized plain paper 
copier with automatic zoom enlargement 
reduction. 

The first thing you'll notice is that the 
EP450Z—unlike conventional reduction/ 
enlargement copiers which usually offer a 
choice between two reductions and one 
enlargement—allows you to pick any of 78] 
magnification ratios between 0.640X and 
I.420X with which to enlarge or reduce your 
original's image area. Think what this 
means! Now you can take the finest engi- 
neering drawings, pattern tracings or fine line 
designs and blow them up to virtually any 
size you wish. And, conversely, you can take 
Oversized originals and size their image areas 
down to the precise copy dimensions you 

require. i 





The EP450Z also offers two automatic 
selection capabilities. Automatic Magnifica 
tion Selecion chooses the exact magnifica 
tion ratio required according to the size of the 
original in use and the size of the copy paper 
you re using. Automatic Paper Size Selection 
chooses the most appropriate loaded paper 
size according to the magnification ratio 
you've selected and the size of the original in 
use. Both of these automatic selection func 
tions speed copying and reduce the time 
paper wasted in making copying errors 

For a vivid demonstration of the 
incredible EP450Z, bring some outrageously 
difficult originals along to your nearest 
Minolta office products dealer and make 
Copies—in any sizes—to your heart's 
content 


ind 


| EP4507 


See the EP450Z at these Minolta subsidiaries and distributors: MINOLTA CAMERA CO., LTD.. Business Equipment Operations, 30, 2-Chome, Azuchi-Machi. Higashi-Ku. Osaka 541. Jona 
Taiwan Santa Office Machines Corp. TIFI. 75, Sec. 4, Nanking E Road, Taipei Indonesia — PT. Perdana Nirwana Abadi Co. 678, JI, Kreko! Rayo, Jakarta Pusat Phone 372-600 
Phone: (02) 715-500) India Methodex Systems Pvt. Lid. 607-8 Meghdoot 94 Nehru Place. New Delhi-T0019 
Hong Kong Minolta Hong Kong Ltd. 67-71 Chatham Road South, Oriental Centre. Kowloon Phone: 682475. 682476 ; 
Phone: 3-676051 Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers. | hundrigar Rood 
Singapore ^X Minolta OD (Pte) Ltd. 10, Teban Gardens Crescent, Singapore 2260 G.P.O. Box 680, Karachi-1 — Phone: 214922 
Phone: 563-5533 Bangladesh Brothers international Ltd. G P.O. Box 767, Adamjee Court 
Malaysia City Marketing Sendirian Berhad Lot 3, Jalan 223, Petaling Jaya, Selangor Montijheel CA, Dacca Phone: 232293 
Phone: 577476 New Zealand Viko Holdings Ltd. MSI Bidg. Cnr Khyber Pass and Nugent Str. PO 
Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road Klongtoei Bangkok 10110 Auckland 3 Phone: 796-294. 796-295 
Phone: 391-0215, 252-9155 ~ 7, 233-2064 - 5, 392-7412 Australia Océ Reprographics Ltd. 89 Tulip St. Cheltenham. Melb 3192 Phone 584-101 
Philippines — TOPROS Inc. Topros Bldg. Banawe Cor Atok St, Quezon City, Metro Manila 


Phone: 49-49-21 
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IT COSTS LESS TO SEND 


YOUR FACTS BY FAX. 


TOKYO 








SAN FRANCISCO 


An exact copy of the original. 


That's fax. 
And fax is the only system 
that can transmit blueprints, 
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legal documents, and signed 
contracts anywhere in the US. 
This unique ability makes fax 


one of the most exciting electron- 


ic mail technologies available 
today. 

All you need is a telephone 
and a facsimile machine. 


And in as little as 25 sec- 


onds, an exact duplicate arrives 
at its destination in the US. 

With fax, faster is cheaper. 

And different machines have 
different capabilities, different 
speeds. 

With the AT&T Network, you 
can transmit up to 400 words on 
a 1-minute call. 

Most telex machines trans- 
mit at a standard 66 words per 
minute. 

Any fax machine can match 
that rate. 

And most beat it easily. 

With some fax | 
machines you don't 
even have to be there. 


They can be 
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programmed to transmit during 
reduced rate periods. 

Telex has no daily reduced 
rate periods. 

Since fax is a copy of the 


original, you don't need a typist. 


No special operators. 


And since there's no retyping, 


no redoing of any kind, fax is free 
of transcription errors. 

So if your US. customer or 
business associate needs your 
shipping document, a blue- 
print, a legal document, a sales 
graph or a signed contract in a 
hurry, you can fax it to him on 
the spot. 


Transmitting facts with fax. 


Another costeffective service 
for your business from the AT&T 


International Business Network. 


Inte it id! Service t ma 
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The market goes outstation 


€ RECENTLY, the Malaysian minis- 
ter of finance was given power, under 
an amendment to the Securities In- 
dustry Act, to admit new trading 
members to the Kuala Lumpur Stock 
Exchange (KLSE) — a power previ- 
ously held only by the KLSE board. 
The upshot is that the number of 
stockbroking firms has been steadily 
growing — particularly in secondary 
centres such as Taiping, Muar, Kuan- 
tan and Shah Alam. The most recent 
addition is in Prai. 

What is notable about this trend is 
that firms are now opening on the 
east coast of Peninsular Malaysia — 
the Malay heartland. Given the gov- 
ernment's desire to increase 
bumiputra (indigenous, mainly 
Malay) involvement in stockmarket 
trading from its present 20% level 
(REVIEW, 8 Dec. '83), the establish- 
ment of new firms is significant. But 
Shroff gathers that the broking 
fraternity privately has some misgiv- 
ings about the financial viability of 
some of the firms being admitted, as 
well as about their managerial capa- 
bilities. The government is deter- 
mined to open the doors of a previ- 
ously exclusive brotherhood, how- 
ever, and all signs point to both the 
widening of the brokerage network 
geographically as well as an increas- 
ing bumiputra presence among its 
practitioners. 
€ A LEADING merchant banker re- 
cently suggested some unusual new 
listings for the KLSE. Arab-Ma- 
laysian Merchant Bank chairman 
Datuk Azman Hashim told a sym- 
posium on Bumiputras and the Na- 
tional Economy in early August that 
one way to increase funds for 
bumiputra share acquisitions in ac- 
cordance with Malaysia's New Eco- 
nomic Policy (NEP) is for unlisted 
companies “already controlled in 
total or substantially by bumiputras 
or by bumiputra institutions” to take 
a listing on the KLSE, where minor- 
ity percentages of up to 20-25% 
would be offered for sale to non- 
bumiputras. 

Azman also urged creating a 
bumiputra board or section in the 
KLSE where bumiputra companies, 
shareholders of reserved bumiputra 
shares in public companies or even 
the large “bumiputra equity corpora- 
tions” such as Permodalan Nasional 
could place varying percentages of 
their shareholding. The suggestion — 
which attracted considerable atten- 
tion — comes at a time when govern- 
ment largesse for NEP corporate re- 
structuring has dropped away in the 


face of growing public-sector indebt- 
ess. 

@ IN the ups and downs of the KLSE 
Shroff looks in vain for signs that in- 
vestors are paying as much attention 
to such tiresome details as demons- 
trated corporate earnings as they are 
to their punter instincts. 

The two-week KLSE rally begin- 
ning in late July underscored the 
point: for the preceding four months 
and well into July itself all the indices 
showed continuing across-the-board 
losses, almost regardless of past or 
potential earnings performance. 

Corporate earnings were believed 
to be fully discounted — even 
strongly rebounding reported earn- 
ings in the plantations sector (with 
profit growth commonly exceeding 
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found the turnaround surprising: 
was there any thought of “fundamen- 
tals” in a revival briefly lifting aver- 
age daily volumes from 5.6 million to 
14.1 million units in one week, and 
revolving around such counters as 
Pan-El, Sri Hartamas, North Borneo 
Timbers, General Lumber, Emtex, 
Bedford and Gadek? 

The answer must be no. The ab- 
sence of any follow-through support 
for the two-week wonder speaks for 
itself: by the third week i ae 
anxious profit-taking Was once again 
beating down trading volumes by at 
least 40%. The only mention of fun- 
damentals came from foreign institu- 
tions still regretting having taken up 
placements by United Estates Pro- 
jects, Multi-Purpose Holdings or 
Promet last year. 

Some now refer to “dubious funda- 
mentals” to justify staying away from 


KLSE; the market, not- 
| withstanding its drop back to "nor- 
j mal" sluggish volumes, remains 


| "overvalued," they say. "The econ- 


1| omy's likely 6% growth rate simply 


100% over the previous period) did 
little to boost counter values. Or- 
thodoxy had it that plantation earn- 
ings had peaked, and that was that. 
By the third week of August, how- 
ever, the long-awaited rally came — 
and went. Initially propelled by re- 
vised news about US interest rates, 
which sent Wall Street charging, the 
rally rapidly slid into pure specula- 
tion which, fuelled by cash-rich Sin- 
gaporean buying, surged through a 
narrow range of counters; excitement 
about management changes at Pan- 
Electric at one point resulted in fully 
60% of one day's trading twirling 
around the fortunes of this stock. 
Most foreign fund managers — 
whose forays have a disproportionate 
impact on KLSE market sentiment 
despite their institutions’ small 
(perhaps 5%) overall holdings — 
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justify the differentials,” 
commented one analyst when com- 
paring this to most listings’ price/ 
earning ratios. 

According to an analyst with one of 
Kuala Lumpur's larger brokerage 
houses, local investor indifference to 
fundamentals is thoroughly mis- 
placed. "Any company reasonably 
well-managed over the last 18 
months should be bringing in profits 
of 15-20% a year,” he remarked to 
Shroff recently, “good enough reason 
in itself to buy.” Over 1971-83, he 
pointed out, appreciation by all 
KLSE listings was 17% — “another 
factor which should fayour much 
more selective investment in counters 
not only appreciating well but also 
offering high dividends.” 

In this view, all the chasing after 
rumoured bonus or rights issues 
doesn't match long-term return from 
the blue chips. “The superiority of 
short-term market punting, even 
coupled to insider information and 
backed by good cash reserves, over 
selective longer-term investment is a 
myth,” the same broker told Shroff. 

The trouble is most investors have 
yet to treat share acquisition as any- 
thing but fast in, fast out forays. And 
in a cash-strapped market like Kuala 
Lumpur (a result in part of new issues 
sopping, up nearly M$3 billion 
[US$1.29 billion] last year and nearly 
M$2 billion to date in 1984), gambler 
instincts are likely to be even more 
impatient with fundamentals. 
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‘Make the Asia Yearbook part of your Review 
ibscription. Simply tick the relevant space in 
the coupon below and automatically receive the 

‘earbook. It gives you Asia minus the mystery. 
-Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
‘Politics and Social Affairs. The only single 
` medium of its kind. 


.. Rate: Soft cover US$19.95 or HK$150 (or the 
| equivalent in focal currency) Add the 
- Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
. coupon. 
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announced soont causing speculation about likely contenders” 


By Edna Carew in Sydney 
F ederal Treasurer Paul Keating 
plans to detail criteria for the entry 


.of new foreign banks into Australia 


duríng the first half of September. But 
there is no question of announcing at 
this stage which foreign banks will be 


granted licences; the.government will. 


simply invite applications from banks 
keen to set up. in Australia and which 
qualify on a range of services offered, 
size of equity, commitment to Austra- 
lia, and certain. other grounds. 
Applicants are expected to be given 
around two months to construct their 
submissions, getting them into govern- 
ment hands in November, ahead of the 


mooted federal election in December | 


and the inevitable lull in activity 
around Christmas. Keating is expected 
to act as swiftly on the question of 


| foreign banks as he did when granting 
| authorisations to non-banks to deal in. 
foreign exchange a few months ago. 


The banks have had almost 18 


_months in which to build their case. 
The previous government got to the 
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tries). So, “funds regularly flow into 


the MAS,” which holds the lion’s share . 


of government accounts, But, lest the 


banking system "seize up,” the MAS is 
careful to "re-circulate" these funds. 
through foreign-currency purchases. 


from the banks.. 


for the entry of overseas banks to Australia will be PO 





his last publie pro- 
an MP and effective 
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point of calling for submissions on new i; 
licences in March 1983, before. it lost . 
office and the matter.was shelved. Just 
how many. banks will be licensed re- |, 
mains unknown. at this point. Earlier «: 
suggestions of around six have been 
dismissed as too few: Observers believe 
about 10 new banks could be estab- , 
lished in this first round, with that © 
number including "special cases? such 
as the Bank of China, Bank of Tokyo : 
and the National Bank of New Zea- ` 
land. = Lh 7 

The path to the treasurer’s. door in 
Canberra has been well-trodden in re- 
cent months by visiting overseas bank 
executives and. politicians. One of the 
most recent was Malaysian Prime 
Minister Datuk. Seri . Mahathir , 
Mohamad. Malaysia is understood to : 
have expressed interest in a bank li- 
cence. "x uu d 

On a trade basis — a major consider- , 
ation in the. bank licence evaluation 
process — there is a clear case for at . 
least one Asean bank to be granted a li- : 





| rlord sheds lighton 
ry magic — and dispels a few illusions — 


change rates." Currency. interventions 
offset the contractionary bias of. 
Singapore's fiscal policy, Goh . 


| explained. In the course of maintain- 


ing its trade competitiveness by tem- 
pering the appreciation of its strong 
currency, the MAS pumps Singapore 
dollars into the banking system to buy 
foreign exchange. | 
The MAS annual report for 1983-84, 
which was.released to coincide with 
Goh’s speech on 25 August, revealed 
that budgetary surpluses and an in- 


“I crease in the rate of Central Provident 


Fund contributions (REVIEW, 15. Mar., 
19 July) drained about S$4.5 billion 
(US$2.1 billion) from the system dur- 
ing the. year. At.the same time, com- 
mercial banks held $$4.8 billion in 
state deposits in May, as against state _ 
deposits of $$7.5 billion with the MAS. 
As long as there is sufficient liquid- 
ity pumped back into the banking sys- 
tem, Goh asserted, “the invisible hand 
am Smith" would. ensure its pru- 
ong-run vhieh Au-- 
































































































s etd R stra 
ips the other Asean nations in volume 
f trade with Australia: "Malaysia, 
'hailand and the Philippines trailin. 
rade terms. The Allied Banking Corp. 
f Manila recently established a repre- 
entative office in Sydney, but Malay- 
ian, Indonesian and Thai banks are 
iot represented i in Australia. 
Singapore's Oversea-Chinese Bank- . 
ng Corp. (OCBC) has a long-standing 
nvolvement in Australia, as an invest- 
r in Westpac Banking Corp. and in 
nerchant bank Schroder Darling, as 
vell as having a representative office. : T 
tional Bank of New Zealand, Liloy: 

















)verseas Union Bank and the United | lia's trade is With: Japa nO rade | 
verseas Bank, both of Singapore, | criteria, the United States: is a close: seen as a likely candidate for a Hee 
ave representative offices in Sydney. | second and has other advantages such | in Australia, a prospect that does? 
ICBC is understood to be one of a | asa long involvement in Australia's fi--| please other British contenders such P. 
andful of Singapore (and other Asian) | nancial community: John MeMurtrie, | Barclays, Midland and National. 
anks which recently held discussions | associate director of BA’ Australia | Westminster. The federal government. 
rith the Western Australian Develop- | summed it up: “A number of factors | will take into account the geographical. 
ient Corp. (WADC) with a view to es- | are important and. on a straight trade | spread of new banks, both in terms o 
ablishing a 50:50 joint-venture bank | basis Japan has the strongest case for | the countries they come from and | 
1 that state. WADC's partner in this | about three licences, with perhaps two ` | spread. of operations they will g 
enture is likely to be the Industrial | for the US. When other factors are | lish in Australia. Sydney is seen 
iank of Japan. taken into account, such as reciprocity | likely to reap most benefit from Aus 
Factors such as reciprocity, invest- | and investment flows, the relative | tralia opening its banking doc | 
ent flows to Australia and affinity | rankings change." ^ though states other than New Say 
jth Australian business will also be | Britain has the advantage of tradi- | Wales are keen to obtain a slice of 
onsidered in the licensing decision. | tionalties with Australia, considerable | action. 
apan is in a class of its own on the | affinity and a high degree of reciproc- This is behind the Western Austr 
asis of trade, since so much of Austra- | ity. TOREM its. eee of the Na- | lian initiatives to launch a joint | 
tl 3 ture with an Asian bank. The fec 
government is understood to hi: 
iso the heavy hand of Adam Goh. ii | given the nod jo the Western Aus 
Tan recalled the 1982 episode in lian moves. South Australia has 
rhich several expatriate bankers were the fray with support for a props 
xpelled for trying to circumvent the |. from Standard Chartered Bank to. 
igh costs of inter-bank funding by |. tablish a head office in Adelaide, if) 
round-tripping," a practice they | MEMEZ/ 7 | | given bank status. Standard Chartered 
laimed they thought legal. "Tell it to |` v SEU WE j| intends to take a 50% stake in a pro- 
1e marines," Goh rejoined. Local |. B. st c CC ua. [| posed new bank with the remaining 
ankers received equally short shrift | MEN ^ A NU E [| | equity spread among five South Aus- 
or their hopes of reducing their fund- | MEE, . \ BEEN | | tralian companies. PE 
ig costs by earning interest, under the |- EM ll Uv. ne A Bob King, chief executive of M 
ew bill, on their compulsory deposits | EMEN. (<a ABBA, | land International Australia, endor 
rith the MAS. The balances involved EDEN ^ | WE M predictions of "around 10 new ban 8; 
rere relatively small, Goh said, and | MEME V" < NEN | adding "itis most important that t 
esides, Singapore dollar inter-bank | MEZ, ^ , QAM | who do operate have existing man, 
orrowing was still cheaper than the | £ ay ont c | [My p || ment and systems capacity within 
siadollar market funding on which | W Ig say, 1e T w | Australia, otherwise there would be 
iany foreign competitors must rely. his, UNE ‘yy, ^ 4A O too great a delay before operations: 
As to the “hoo hah" about MAS com- | BS DUE. > began. Thus the main commercial 
etition. undercutting the local com- | RUT MW... AA | banks of major countries should be | 
1ercial banks, it was a figment of fi- | W RA, DL I pu. selected." King's choice reflects thee: 
ancial journalists’ imaginations, Goh | (RRMA ME, MESS *|.| popular predictions: Citicorp of the 
laimed, and yet another indication of | Aap.gmehinginhte ^ 577 US is “a virtual certainty” and there is 
veir low calibre in Singapore. But the i | | speculation of a link between Morgan 


IAS was not averse to a certain | blocking mechanism of an elected pre- Guaranty and National Mutual Life 
mount of attrition among local banks, | sident with veto power over deficit- | Association of Australia and of a come 
‘oh hinted. He said he would rather | spending plans, as proposed by Prime | bination involving Chase Manhattan 
ee fewer and bigger banks, so that “we | Minister Lee Kuan Yew in a National | and the AMP Society. 
ould keep closer watch on them.” Day rally speech (page 25). | Britain could be in line for two li- 
But Goh confessed himself at a loss "I'm not sure whether one can legis- | cences, possibly in addition to Lloyds 
s to how to keep tabs on bankers in | late against improvidence,” Goh re- | and Japan is likely to be granted two —- 
eir potentially powerful role as hold- | plied. But, if such a government were | including the Bank of Tokyo's as a spee | 
rs of public debt. Tan wondered whe- later to be overthrown, ‘he added,.| cial case, having its previous licence | 
ver any future spendthrift govern- | “thereis no reason why we should hon-.  reactivated — plus a bank from an 
rent of Singapore might turn to the | our such debts. Let the bankers be | Asean country. There is likely to be 
af ‘to. circumvent... the | 3 other batch of new licences issued no 


























ome 38 years after its inception, the 





- senior of Thailand's two English-lan- 
guage morning dailies — is going pub- 
lic. The complicated relationship 


which have been involved in publish- 
ing the newspaper and its sister publi- 
cation, the afternoon daily Bangkok 
World, has been rationalised into the 
Post Publishing Co. Its registered capi- 
tal has expanded 14 times, from Baht 
1.42 million (US$61,740) to Baht 20 
million, and the company has formally 
applied for listing on the _ 
Bangkok stockmarket. 

Company executives ex- 
ect that if the application 
approved by the Stock 
hange of Thailand, 
shares will be floated by 
arly 1985. The move to go 





























































flects the newspaper's intention to 
change its image of being a “farang” 


ons. 










vned newspaper well into the late 
Os. In 1963, the London-based 
iomson Organisation (under Lord 
iomson of Fleet) bought more than 
90% of Post Publishing's equity to be- 
come the dominant shareholder. The 
same outfit in early 1971 also bought 
into World Press Co., which publishes 
the Bangkok World. A third company 
+ Allied Newspapers — was then set 
“up in 1971, in which Post Publishing 
and World Press held 75% and 25% 
respectively; to jointly operate the two 
"newspapers under a 30-year manage- 
: ment contract. 
.— In order to comply with the Alien 
Business Act which, among other 
things, stipulates that newspaper pub- 
-lications.be majority Thai-owned, the 
“Thomson Organisation scaled down its 
shareholdings to 49% in 1976. But 
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angkok's oldest English-language newspaper organisation 
pplies for a share listing on the local exchange 


By Paisal Sricharatchanya in Bangkok 


9 tightly held Bangkok Post — the. 


among three affiliated companies.| ings were intertwined. Now that Allied 


blic is significant as it not only re- 
(foreign) publication but has implica- 
‘tions for the company's overall opera- 


From its establishment in 1946, the- 
st remained a majority foreign- 

























Under the former corporate struc- 
ture, the decision-making process on 
policy matters was complicated by the 
existence of three different boards plus 
three sets of shareholders whose hold- 


Newspapers and World Press are 
merged with Post Publishing, execu- 
tives expect to achieve a higher degree 
of management efficiency. 

One other significant contribution 
lies in the rationalisation of taxation. 
Since Post Publishing and World Press 
were equity holding companies, while 





Allied Newspapers was a separate 
operating arm, the entire group was, in 
effect, paying double taxes under the 
old structure. Fawcett declined to esti- 
mate the exact tax savings, but main- 
tained they are worth the overall 
rationalisation effort. «^ > 


T corporate restructuring has 
M been on the cards for several years, 
but it was not until May when Fawcett, 
newly appointed chief executive to re- 
place long-time managing director/ 
publisher Michael Gorman, set the ball 
rolling. The directors were already 
convinced but, as Fawcett conceded, 
convincing the shareholders in a series 
of extraordinary meetings "during 
June-July was more difficult because 
the subject is so complex. . 1 

Along with Post Publishing's capital 
increase to Baht 20 million, the par 
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artment 


and property companies, and Gorman 
were the major shareholders each 
owning slightly less than 20 %. 

Their holdings are said to have sub- 
stantially declined but they, together 
with retiring managing director Chow 
Chowkwanyuen of Thai Oil Refinery 
Co., still remain substantial share- 
holders. According to Fawcett, the cor- 
porate changes have brought in an es- 
timated 300 new shareholders, push- 
ing the total number to 370, including 
some 339 Thai nationals who own a 
combined 83.2%. A large portion of the 
new shareholders are understood to be 
relatives, friends, and employees of the 
older shareholders. 

Although the Post has been facing 


increasingly strong competition from 
its only rival — The Nation 

| Review — in recent years, 

the company has managed 

| | to continue turning out 

| handsome profits. After- 
doubled from Baht 11.3 

| million in 1982 to Baht 27 
million in 1983, owing in large part 
to substantially reduced newsprint 
costs and declining oil prices in 1983. 
It appears doubtful that the com- 











tax profits more than 


 pany can maintain the same profit 


level this year, given higher newsprint 
costs. 

Knowledgeable insiders gave a large 
part of the credit to Gorman for bring- 


ing about a steady increase in profita- 


bility in the newspaper's recent his- 


tory. Despite his unpopularity with 
other major shareholders (which ex- 


plains his recent exit from the chief 
executive slot) — stemming in part 
from widespread rumours of an at- 
tempt to form an equity link with The 
Straits Times of Singapore a few years 
ago — Gorman is respected for his 
business and marketing shrewdness. 

Another vital area that the Post will 
have to keep improving to maintain its 
leading position is editorial content, 
particularly domestic news coverage 
and analysis. Although its local news- 
gathering staff is at least twice as large 
as that of the Nation, insiders concede 
that the department is plagued by iner- 
tia rooted inthelack of astrong leader- 
ship. 

As a general newspaper, the Post 
may get higher marks in certain areas 
— such as better layout, correct gram- 
mar, extensive world and sports news 
coverage, plus a full-grown and highly 
profitable classified advertisements 
section — but there are many readers 
who say the Nation's domestic political 
and business news and analysis have 
beco 









Australias 


world bank. 


Ask Westpac about foreign ib f excess of A$34 billion. 
menange j or ^ St We're Australia’s world 
or profitable business bank, with offices in 20 
today, information about | orex countries constantly 
money is every bit as e monitoring economic trends, 
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Singapore’s financial-futures exchange is set to take off 
after a long delay to become the first in East Asia 


By Lincoin Kaye in Singapore 


he early starter typically wins the 
race to launch a new financial- 
futures market, as American experi- 
ence has shown. The first exchange to 
establish a convincingly liquid market 
in a new futures contract most often 
captures all the liquidity in that in- 
strument. When the opening gong 
rings on 7 September in the trading 
pits for 90-day Deutschemark, yen and 
Eurodollar interest rates, the Singa- 
pore International Monetary Ex- 
change (Simex) will be first off the 
mark in the race to set up an interna- 
tionally linked financial-futures ex- 
change in the Asia-Pacific time zones. 
It can now sprint ahead of its rival 
exchanges in Hongkong (where squab- 
bles between banks and commodity 
dealers have delayed the start-up) and 
Sydney (which is still considering a 
link with the New York Commodities 
Exchange, or Comex) — provided 
Simex can demonstrate enough turn- 
over to convince potential users of its 
liquidity. The Singapore exchange 
looks to its Chicago godfather for 
back-up in this department. Simex 
contracts are interchangeable with 
those of the Chicago Mercantile Ex- 
change (CME) through a mutual offset 
system linking the two markets. 
That means traders who take on a fi- 


' nancial futures position in Singapore 


will be ableto *unwind" itinthe liquid 
CME, which is by far the world's most 
active market for short-term financial 
futures contracts. With this "instant 
liquidity," Simex boosters hope the 
fledgeling Singapore exchange can 
handily establish regional financial 
futures pre-eminence. By so doing, it 
can annex the Asia-Pacific time zones 
for Chicago, providing insomniac CME 
members a market to trade into in re- 
sponse to developments that break 
after United States exchanges close. 

It was this threat, observers feel, that 
prompted such CME rivals as Comex 
and the New York Financial Futures 
Exchange to filibuster the mutual- 
offset scheme when it came before the 
US regulatory Commodities Futures 
Trading Commission (CFTC). A 
drawn-out series of disclosure re- 
quests delayed CFTC approval and 
forced a four-month postponement of 
the opening of Singapore's financial 
futures pits. Even then, the regulatory 
nod came barely a week before the 
latest scheduled start-up date, leading 
Simex members to worry that Singa- 
pore might have to go it alone for its 
crucial first few weeks or months. 


Not that fending for itself would 


necessarily be beyond Simex's powers, 


as demonstrated by its success in the 
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two months since the exchange started 
trading its first instrument, gold fu- 
tures, without benefit of mutual offset. 
Floor sources report that turnover has 
averaged nearly 1,000 of the 100-oz 
contracts daily, establishing Singa- 
pore as (an admittedly distant) second 
in the ranks of the world's busiest 
gold-futures markets, after Comex 
(where volume is about 30 times as 
great). 

A lotof Simex's gold-trading volume 
comes from bullion firms. Both on the 
physical and the futures markets, gold 
has traditionally been lively here, with 
nearly a score of member firms on 
Simex's predecessor, the old Gold Ex- 
change of Singapore. Simex can also 
rely upon a solid institutional business 
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base for gold as for its other contracts. 
Banks and other financial institutions 
can also be counted on to lend their 
support, both because of the real hedg- 
ing opportunities the futures contracts 
present and because of the staunch 
backing of Singapore's redoubtable 
central bankers for the fledgeling ex- 
change. 


ut what makes the gold-pit per- 

formance all the more promising is 
that nearly half the volume over the 
past two months came from individual 
members, or "locals," trading on their 
own accounts, albeit few of them, but 
trading large volumes. Such traders 
comprise the lifeblood of the exchange, 
explains one of the CME-supplied 
trainers who have been nurturing 
Simex's cadre of locals for nearly half a 
year through classes and simulated 
trading both here and in Chicago. They 
are the market makers who stand 


bank forward-money and currency 
markets. 

The impressive volume in gold fu- 
tures — nearly trebling the exchange's 
own forecasts — was achieved with far 
less than the full strength of Simex's 
slate of 116 locals whose applications 
have been approved to date. Floor 
sources report that no more than à 
dozen locals have comprised the core 
of the gold-pit population. 

Some Simex locals have shunned the 
gold pit, holding out for the start of 
trading in the currency and interest- 
rate contracts, with which they feel 
more at home. Many of them come 
from backgrounds in banking or fi- 
nance, rather than commodities. But a 
more fundamental reason for their re- 
ticence might be that the financial con- 
tracts come in higher denominations 
and exhibit much more volatility than 
gold futures these days. Singapore's 
locals seem to be several times richer 





and somewhat older than their 
Chicago counterparts, in the estima- 
tion of onetrader with floor experience 
on both the CME and Simex. If the Sin- 
gaporeans balk at spending long hours 
in the gold pit “scalping” trades on 
narrow spreads, he suspects it is be- 
cause they "aren't hungry enough.” 

To whet locals' appetites, Simex in 
August announced it would cut its 
commission rates from US$3 to US$2 
per roundturn trade — meaning a 
matched buy and sell — for market 
makers who do more than a hundred 
roundturns in a month. It will also 
lower clearing fees from US$2 to US$1 
for each roundturn executed at a single 
price within the same day. And to put 
financial-futures trading more within 
the reach of "hungry" young entre- 
preneurs, Simex will now allow traders 
to buy their seats in 18 monthly instal- 
ments (after a S$20,000 — US$9,346 — 
downpayment) or to lease a seat from a 
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and Shanghai Banking Corporation 


Incorporated in Hong Kong with limited liability 
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30 June 1983 — 
HK$964 million 
HK$412 million 


HK$0.144 (adjusted) 











_ Attributable profit | 
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31 December 1983 
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Prospects for the rest of 1984 - 


The strong economic recovery underway in the United States has to a lesser extent been mirrored in 
 anumber of other major industrialised nations. In contrast many of the less developed countries 

continue to be beset by balance of payment and debt servicing problems. These have caused the 
financial and economic climate to remain unsettled. 


| _ In Hong Kong the manufacturing sector has benefitted from the.recovery in its major markets and... 
exports have shown significant growth. While some uncertainty over the political outlook persists, 
a degree of confidence has returned. | . eiue 


The Directors are of the opinion that Group profitability will continue at a satisfactory level andare 
confident of being able to recommend a final dividend of not less than HK$0.31 per share. 


Closing of Register of Shareholders 


The Register of Shareholders will be closed from 10 September until 21 September 1984 (both dates 
. inclusive). In order to qualify for the interim dividend, all transfers (accompanied by the relevant. 
Share certificates) must be lodged with the Registrars not later than 4.00 p.m. on 7 September 1984. 
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_ China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time 
assessing. China's potential as a mar- 
ket for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess - 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
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ORDER YOUR SUBSCRIPTION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is compiled and edited by the Far Eastern 
Economic Review, Asia's most widely-read business news magazine. 


Post this coupon today! 
Circulation Manager, 







































packed with information and statis 
tics on China — every month. 

indexes dates, significant PARS 
ments and contracts; supplies trade 


indicators and up-to-date assess: 


ments of China's. fluid. trade 
relations. | | 
An annual sites ween tö the 


CHINA TRADE REPORT is an 
investment that may well pay better 


business dividends for your business 


in China. 


^, Far Eastern Economic Review, Ltd., P. O.Box 160, Hong Kong. | | 
Please enter is one year subscription (12 issues) for the CHINA: TRADE REPORT. 
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5 Was shington: Unanimous approval of 
f es trading link between CME 

and’ Simex by, the CFTC on 28 August, 


| change has established its hegemony in: 
3.4 the: futures industry over the pani de- 
| j Cade: IUS | 


(pei 


Manning 


writes from. 


10 months after CME submitted a pro- 


posal, 


puts into place the complex 


pioneering. arrangements needed to 
undertake the international trading of 
financial futures, . — | 

 CFTC approval establishes systems 


for operatic 
cial protection, for the US. exchange 
| and its customers; market. surveil- 
the . protection. of customers 
risk-disclosure | 


lance; 
through 





mutual offsets; finan-; 


statements, 


and the pre eee on: oe eS cus- 


tomer funds: 
Well-place 







sure on disclost 





| ject of contentio a Simms of "m 
CME. told the, REVIEW: : 
issue was sovereignty . This was resol- 





"The stickiest. 


ved by agreements to share informa- 
tion between CME and Simex and be- 


tween the CFTC and the Monetary Au- 


thority of Singapore. This means the 


stantaneously:.. 
With regard. to. market surveillance, 


mutual-offset: system will be moni- 
tored on a daily basis. CFTC officials 
| add that activity on the Simex market 
available. an the US almost in- 


“CME, has an. extensive, surveillance 


system — tracking anyone holding 25 
contracts or more at one time, and 


Simex limits are even. smaller 


than 


those of CME. Either exchange receiv- 
ing a.call on contracts must provide in- 


formation to. 


the other. exchange 


within 24 hours or the link could be 


cancelled. 


The CFTC, officials say, 


has inves- 


tigative authority beyond US borders, 
but in order to regulate, will require 
the cooperation of Singapore au- 
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| thorities, which US. officials feel will 

be: for thcoming. The terms of the link 
] include. a 
.| Smiex. entering into. any. offset ar- 
- deo ze with an 


ear. prohibition: against 
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The Hongkong and 
Shanghai Banking 
Corp. reported a 5.5% 
increase in interim un- 
audited net profit for 
the half year to 30 June, 
after transfers to inner 
reserves, to HK$1.017 
> billion (US$130.4 mil- 
lion) compared with 
HK$964 million for the 
comparable period of 
1983. Earnings per 
'share were 36 cents (34 
cents previously, ad- 
justed for a one-for- 
four bonus issue) In- 
terim dividend was set 
at 15 cents (14.44 cents previously on 
an adjusted basis). 

Chairman Michael Sandberg said 
directors believed group profitability 
would continue at a satisfactory level 
and were confident of being able to 
recommend a final dividend of not 
less than 31 cents a share, to make a 





total of 46 cents. He added that while. 





yon O over 
the political outlook in 


z degree of confidence 
has returned." The re- 
sults were generally in 


tations. 

Meanwhile, the 61° on 
owned. subsidiary. 
Hang Seng Bank, an- 
nounced a 5.6% in- 
crease in earnings (after 

‘transfers to inner re- 
serves) to HK $302 mil- 
lion for the half year. 
The interim dividend, at 
43 cents a share, islower 
than the 45 cents paid in the corres- 
ponding period of 1983 but is being 
paid on capital since increased by a 
scrip issue. E 

The total payout rises from 
HK$113.7 million to HK$119.5 mil- 
lion. Hang Seng's directors are fore- 
casting a final dividend of at least 
HK$1.08. — CHRISTOPHER WOOD 





P l 
Toyota's record sales 
‘Toyota Motor Corp., Japan's top car 
maker, set a new record for sales and 
recurring profit. Unconsolidated 
total sales rose 11.9% to ¥5.47 tril- 
lion (US$22.8 billion) for the finan- 
cial year ended 30 June, a record level 
for a manufacturing company. Re- 
curring profit rose 30.9% to ¥521.8 
billion, also setting a new record for 
any private company. 

. Improved economic conditions at 
z; home and overseas contributed to the 
increase in sales revenue. In volume 
terms, domestic sales rose 7.5% to 
L66 million units, while exports 
reached 1.7 million units, up 4.6%. 
Strong sales of higher-priced cars 
also helped to increase turnover. Net 
income rose 24.9% to ¥252 billion. 
Equipment investment for the term 
fell by about ¥24 billion. The com- 
pany's surplus funds reached ¥1.1 
billion. In the current term, the firm 
cautiously predicts a 2.3% rise in 
sales to 5.6 trillion. — KAZUMI MIYAZAWA 


Cement stricken 


. Green Island Cement, an associate of 
. Cheung Kong (Holdings), has report- 
ed further losses in the wake of Hong- 
_kong’s property slump. Losses in the 
first.half expanded to HK$39.9 mil- 
. lion (US$5.1 million) from HK$29.9 
million in the 1983 corresponding 
^ period. In addition, there was an 
; extraordina 
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declines of 23. 856. and 1 


off of the company's 20% interest in 
the debt-ridden China Cement Co. 
(HK). 

Directors have decided against an 
interim dividend and are pessimistic 
about earnings for the rest of the 
year. Chairman Li Ka-shing prom- 
ises a period of consolidation with 


"severe cost reduction" in the second 


half. The company has been success- 
fulin slashing its debts from a high of 
HK$840 million in 1983 to HK$370 
million. To help trim its borrowings 
further, the company plans to raise 
HK$86.4 million through a place- 
ment of 17.28 million new shares of 
HK$2 each at HK$5 a share. Cheung 
Kong has undertaken to subscribe to 
11.29 million while Li will absorb the 
balance. On completion of the exer- 
cise, Cheung Kong's stake in Green 
Island will be raised to 44% and Li 
will hold 8.495. — ELIZABETH CHENG 


OUB surges ahead 


With a 9.575 rise in net profits (after 
tax, asset diminution and provision 
of reserves) to 7 S$$23.6 million 
(US$11.03 million), Overseas Union 
Bank (OUB) turned in the best in- 
terim performance of any of the Big 
Four Singapore banks. Of the others, 
the Oversea-Chinese Banking Corp. 
was the only one to show a net profit 


increase (of 7.7%). The other two, the 
Development Bank of Singapore and 


the United Overseas Bank, showed 
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previously. 


Burwill boos 
Burwill International, a Bougkone 
company trading in raw materials, 
has reported a 78% increase in after- 
tax profits for the year ended 31 Mar. 
to HK$16.1 million (US$2.1 milioni, 
excluding an extraordinary gain of 
HK3.1 million. Group turnover rose 
to HK$1.3 billion from HK$638 mil- 
lion in the comparable 1983 period. 
Directors recommended a final diye 
idend of 7 cents a share, making a 
total payout for the year of 14 cents. 
Directors are optimistic about pros- 
pects for the current year, In the 
period under review, they noted that 
despite a “virtual drying-up of the 
Philippine market,” setbacks in this 
area were offset by gains in the rest of 
the region. China was the company’s. 
most important trading partner. 
Steel products accounted for the 
majority of turnover.  —ELIZABETH ins 























































Ranger | uranium miner r Energy Re- 
sources of Australia announced an 
increased annual dividend, despite a 


minimal increase in profit. for the 
year ended 30 June. Net profit came 
in at A$57.5 million (US$48.9 mil- 
lion), up only A$94,000 on the previ- 
ous year's net; and the company 
warned that low demand for uranium 
could mean reduced profits over the 
next few years. However, the com- 
pany has fared better than projec- 
tions had suggested since operations 
began in 1981. 

The company will pay a final dj- 
vidend of 7.5 cents, taking the annual 
payout to 12.5 cents — a level that al- 
lows a substantial boost inthe payout 
to major shareholders Peko- 
Wallsend and EZ Industries. These 
companies each own about 30% of 
the uranium miner. | 

Energy Resources performance 
during the latest year was helped by 
the weaker Australian dollar, though | 
the effects of this were offset pf b 




























MANILA: share prices rebounded, pisi the 1 
dAnining index up 22.63 points to 963.36, the com- 
mercial-industrial index up 1.37 points to 112.83 
and oils 0.009 to 0.666. But it was mostly a case of 
buyers running after small-lot sellers. Only 
67.148 million shares worth P5.95 million 
(US$330,000) changed hands,-among the small- 
est volumes and values this year. Makati was 
closed on 2.1 August. Gains ranged from fractions 
of a centavo for. bepanto to four centavos for 


P2 for PI and Thee a n Ded for San Miguel F 


jack amid a flurry of situational developments. 
Fraser's Industrial Index closed the period up 
just 11.45 points, at 4,991.26, after a week of vac- 
llation. Pan-Electric’s removal from the “desig- 
| ated” list was followed by its almost immediate 
aspension pending an acquisition announce- 
nent. Newly listed Lee Kim Tah was the most ac- 
veissue, despite the relatively modest 20% pre- 
ium at which it made its debut. Dispiriting re- 
ults at National Iron and Steel Mills depressed 
ome of the more widely watched blue-chip indi- 
es. Volume continued to decline, with an aver- 
age of just 12.1 million shares traded daily 
against 14.6 million previously). 


KUALA LUMPUR: rr ofit-taking continued 
during the period with average daily volume 
down to 6.89 million units valued at M$16.8 mil- 
lion (US$7.23 million). Overall prices drifted to 
eonaneasier note with speculative issues at- 
acting most attention as in the previous period, 

‘otal volume dropped 29% to 34.5 million units 
‘valued at M$84.2 million, down 30%. Idris Hy- 

:draulic, the public vehicle of the United Malays 
National Organisation's cooperative Permoda- 
lan Bersatu, made its first appearance on the 
market, trading within a M$1.19-1.36 range. In- 
* vestors continued to take the lead from Wall 
< Street, ignoring local developments. 


E HONGKONG: prices fluctuated narrowly on a 
= downtrend in the holiday-shortened period. The 
. Hang Seng Index closed at 893.69, down 3.21 
=o points on the period while daily turnover aver- 

. aged HK$95.51 million (US$12.24 million). A eut 



























< 14% in mid-period caused hardly a ripple in the 
. market. Punters had apparently discounted the 







tectionist threats from the United States to the 
territory's portani textiles and garments ex- 
ports. | 









TOKYO: Selective gains were made in such sec- 
. tots. as ecin cements and 








anila perks up - 


"HE Philippines market burst out of its Me eel inertia with a 3.5% gain in value in 
he period to 27 Aug. Other markets in Asia were.mixed with those gaining outnum- 
ering losers, though losses were e generally marginal: 


Philex, from more than P1 for Atlas to P5 for | 


SAPORE: Prices drifted as investors hung | 














< of one percentage point in the local prime rate to’ 


. eut, Sentiment Pantiqued to be depressed by pro- 


Edd in. 






hunting. Some chemicals and Sharmaceutiesls 


continued to be popular. The Nikkei-Dow Jones 


Average Closed at 10,568.72 points, virtually 


steady on the period. 


AUSTRALIA: The bull run triggered. by, post- 


budget euphoria fizzled out within days and 
trading closed on a featureless note in line with 
Wall Street. Predictions of a rise in United States 
interest rates partly contributed to the bearish 
tone. The market drifted on the last day with a 
low national volume of A$26 million (US$22.1 
million) which partly reflected holidays that day 
in London and Hongkong. The oil-and-gas sector 
performed best, gaining 40.1 points on the period 
to close at 673.7. Santos attracted good buying 


interest, reflecting its improved oil prospects. 
The Australian All-Ordinaries Index closed the 


period at 744.7 points, up from 735.5 previously 
but off its post-budget peak of 751.9. | 


NEW ZEALAND: The market continued to firn 


on the back of continuous scrip shortage, in- 


‘creased confidence in the earnings prospects of 


exporters and reduced interest rates. In the wake 
of a highly liquid money market, investors ap- 


peared to be unconcerned about a tightening of 
monetary policy. The market finished on a burst. 


of activity led by buying i in Aurora and Feltex. 


BANGKOK: There was a bad patch i in the wake 
of the 20 August announcement by finance firm 
Siam Citizens that its oil affiliate had yet to 


strike oil and would have to drill another 3,000 ft |. 
before meaningful results could be determined. AL 
The 21 August government announcement of the |. s+, 
abolition of an 18% credit curb failed to excite [| 


investors. Speculative issues continued to domi- 
nate market attention while Siam Cement crept 


up appreciably. The Book Club Index closed less | un 


than a point off on the period at 119.45. 


TAIPEI: share prices traded within a narrow 
range in the period on extended correction. The 
weighted price index closed at 902.28, up 6.58 
points on the period. Trading was relatively light 
with an average daily turnover of NT$499 mil- 
lion (US$12.47 million). The current correction 
has lasted for seven months since the index 
crossed the 900 barrier in February. Analysts are 
still forecasting an upward surge later in the 
year. 


SEOUL: The gradual slide in the market con- 
tinued, with average volumes falling to 11.4 mil- 


lion shares daily, a drop of 1.93 million. The com- » 


posite index was down 1.01 points to 133.48. Oil 


exploration-related issues, which have domi- |* 
nated the market in past weeks, aceounting for | 


around 50% of turnover, began to recede, taking 
up 30-40% of trade volume, Analysta attributec 
the overall weakness of the market to this trend, 


in addition to reeent announcements confirming | 
the government's tight monetary Los ded ni f 
ateutica s| 


: h year. a ronies and | 
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A journalists journeying. 


Earnshaw. Century Publishing Co. 
£4.95 (US$6.50). : "RI. 














T. ravel guides, on the whole, suffer 
from too much bad prose offering 
little information at too much length. 
This book is not really an exception. 
True, it has much about "events in 
the past few decades, an era of great | 
change in C hina that most guidebooks | 
almost ignore.” But most of these are 
officially recognised political events | Shanghai: the absent human side of Chinese life. FRANK TAM 
which may interest journalists like ate i. we à ši 
Earnshaw, but have little todo with the | book are places catering exclusively to 











vice to go almost everywhere, hence 


human side of Chinese life which pro- | “foreign guests.” Personally, this re- | the repetitive “if you are with CITS, 
vides so much more interest to the or- | viewer would rather spend some hours | you will be picked up at the station, but 
dinary traveller. in the local cafes in Shanghai — of | if you are not...” 

Accurate information, a basic re- | which there are quite a few — ignored Having been a resident journalist in 
quirement in a travel guide, is sadly | in this book, than in “Pumpkin Lane,” | Peking — Earnshaw is now based in 
amiss too. The clumsily drawn map of | a showcase for foreigners to see the dif- | Hongkong — the author might have 
Shanghai, for example, is more confus- | ference between before and after Lib- | had a difficult time himself travelling 
ing than helpful. The United States | eration. without the good services of CITS or by 
Consulate and the national airline Trips to Pumpkin Lane are arranged | invitation of the Xinhua newsagency. 





CAAC's office are in the wrong loca- | by China Travel Service (CITS). Al- | But if he had set out more on his own, 
tions, and the directions to the Pujiang though this guidebook appears to be | he might have written a more interest- 
Hotel are incorrect. meant for the individual traveller, | ing guide, based on his own experi- 

Most of the places mentioned in the | Earnshaw recommends using this ser- | ences — HUMI KOGA 














How to put yourself in 
the centre of things in 
Hong Kong. 


The pearl of the Orient is Hong Kong. 
And at the centre of Hong Kong is the 
Hotel Regal Meridien. 
We're situated in the heart of Tsim Sha 
Tsui East, one of Hong Kong’s busiest 
areas for both shopping and business. 
Surrounding us are major companies, 
airlines, banks and shops plus restaurants 
and night life. You never need to go far 
from us whatever your requirement. 
If you do need to venture further afield 
our hotel limousines are at your service. 
As well there’s easy access to buses, the 
underground railway and the Star Ferry. 
The Regal Meridien also offers a style, 
elegance and standard of hospitality, that 
has a decidedly French flavour. We look 
forward to greeting HOTEL REGAL 
you soon with a 
friendly ‘Bonjour’. MERIDIEN 
AAA Hone Konc 
GROUPE AIR FRANCE 





For information or reservations, contact your travel agent, any Air France office, Meridien hotel or Hotel Regal Meridien Hong Kong, 71 Mody 
Road, Kowloon, Hong Kong. Tel: 3-669996. Telex: 40955 HOMRO HX. There are over 40 Meridien hotels worldwide in Tokyo, Singapore, Paris, 
Montreal, New York, Boston, Houston, Rio, Bahia, Cairo, Kuwait, Al Khobar, Jeddah and many other cities. Opening in 1984: Colombo and 
Singapore-Changi. 
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he Asian Development Bank is 

helping put the rapidly expand- 
ing finance centre of Vanuatu more 
firmly on the map. Recently, it moved 
its regional headquarters into the 
new, pink and trendy Pilioko Build- 
ing in the centre of the small but 
growing business section of Port Vila, 
capital of the republic of Vanuatu, a 
group of about 80 islands lying some 
800 km west of Fiji. 

Meanwhile, the European Econo- 
mic Community is sending a perma- 
nent representative to Port Vila; new 
buildings are going up, resorts are ex- 
panding, tourism booming. In the 
space of three years Vanuatu has 
changed from a group of islands suf- 
fering the backlash of a less-than- 
peaceful move to independence into a 
buzzing tourist spot and energetic fi- 
nance centre — though it might be 
more commonly called a tax haven. 

Those running the centre — the 
bankers, accountants and lawyers — 
dislike the label ^tax 
haven"; they have 
chosen to call their in- 
dustry a finance centre 
to emphasise that it of- 
fers more services than 
merely laundering 
tax-free funds. Vanu- 
atu is at pains to dis- 
sociate itself from the 
image of a "hot" 
money spot offering 
the chance to bury 
black cash. To help 
achieve this it has 
maintained a reason- 
able level of supervi- 
sion and set its charges 
in a middle, rather 
than cheap, range. 

The finance centre 
already provides about 
US$1.5 million a year 
for the government 
and contributes some US$10 million 
to the economy. Its key role in Vanu- 
atu was endorsed recently by an In- 
ternational Monetary Fund mission 
which called it the most dynamic ele- 
ment in the republic’s economy. 

Establishment of the finance 
centre dates back to the days when 
Vanuatu was the condominium of the 
New Hebrides under joint British- 
French rule. The British Government 
foresaw the wave of enthusiasm for 
independence in the Pacific and took 
steps to ensure that the New Hebrides 
would have some income-generating 
activity when it too launched out on 
its own. 

The British realised the future of 
the islands would be more secure if 
another string — besides coconuts, 
fish and tourism — were added to the 
economic bow. 


LETTER FROM PORT VILA I 


Pilioko Building: trendy address. 
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The British were also well versed in 
establishing tax havens, having done 
so most notably in the Caribbean and 
the Channel Islands. The legislation 
introduced in 1971 in the then New 
Hebrides gave the future finance 
centre a structure based on British 
company law. Its development of the 
finance centre drew a succession of 
international accounting firms and 
encouraged major banks to open of- 
fices in Port Vila, and it now com- 
prises 21 companies, offering legal, 
accounting, banking and investment 
services. 

The centre employs a substantial 
proportion of expatriates, but the 
long-term intention is to increase the 
level of local employment in the in- 
dustry. Many of the expatriates are in 
Vanuatu for a two- or three-year 
stint, then move on somewhere else in 
their companies’ global networks. 
Their salaries are scaled to take ac- 
count of the relatively high cost of 


living in Port Vila, where many of the 
items they consider necessities are 
highly taxed. 


S Vanuatu has no personal or 
company tax, the government has 
to turn its hand elsewhere to secure 
revenue. The answer has been a high 
level of import duties, particularly on 
luxury items such as wine and cigar- 
ettes which are consumed mainly by 
the (wealthier) expatriates — who by 
definition can afford them. Hotels 
and restaurants pass on a 10% gov- 
ernment surcharge, which is effec- 
tively a tourism tax. 

A high level of indirect taxation on 
a small but affluent pool of expat- 
riates was the government's solution 
to the difficulty of attempting totax a 
thinly spread, essentially rural and 
largely low-income population. Of 
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Vanuatu's 125,000 people, some 13% 
live in Port Vila — the rest are scat- 
tered throughout the main island of 
Efate and the smaller, far-flung is- 
lands of the group. Most of those liv- 
ing in the rural areas are virtually 
subsistence-level farmers. 

Expatriates operating small busi- 
nesses have been hard hit by the 
sharp increases in indirect taxation. 
The market for their products is re- 
stricted, while their operating and 
living costs have soared. But at least 
they have been assured that the gov- 
ernment does not plan to introduce 
an income tax for at least five years. 

Along with indirect 
taxes and the revenue 
from the finance cen- 
tre, an ever-increasing 
number of tourists 
pours money into the 
Vanuatu Government 
coffers. Tourism took a 
dive after indepen- 
dence in July 1980 and 
the subsequent unrest 
in Espiritu Santo, but 
has picked up in recent 
years. About 70% of 
Vanuatu's 28,000 tour- 
ists last year came 
from Australia — hence 
the strange blend of 
French elegance and 
ockerism that per- 
vades the bars and 
hotels. 

Most tourists stay 
for one or two weeks, 
either at the international hotels in 
Port Vila or one of the island resorts 
such as Erakor or Hideaway. Cruise 
ships call in at Port Vila once a week, 
pouring visitors into the shops and 
restaurants for concentrated sessions 
of buying and eating. Those who come 
on cruise ships often return for a 
longer stay, it is claimed. 

With tourism on the upswing, the 
government is encouraging hotel and 
resort developments which will sub- 
stantially increase Vanuatu's accom- 
modation capacity. Existing resorts 
such as Erakor Island are being ex- 
panded; new hotels are under con- 
struction, Local communities are also 
getting into tourism and — with gov- 
ernment support — are developing 
facilities elsewhere in Efate besides 
Vila andin some outer islands. 

— EDNA CAREW 
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Where majestic columns soar, This is truly one 
luxury has a name in the Orient. 9! the world’s 


. reat hotels. 
The Peninsula Hong Kong. e You arrive 
in a chauffeur-driven Rolls-Royce and 
enter a world of unabashed luxury, 
following in the footsteps of some of 
history’s most famous travellers. 

The Peninsula Hong Kong is managed 
by The Peninsula Group. With a hundred 
year heritage of dedicated service to 
business and pleasure travellers in the 
Orient, we know how to make your trip 
live up to all The Peninsula 
your expectations. Hong Kong 


Cay Peninsula Group 
Fulfilling the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Airways, SRS (Steigenberger), Preferred 
Hotels Worldwide, The Peninsula Group, Hong Kong Tel: 3-7225771 Tix: 34064 PENGP HX 


Hotels managed by The Peninsula Group: In Hong Kong: The Peninsula", The Kowloon Hote! 
end 1985 In Harbour City, Hong Kong: The Hongkong Hotel, The Marco Polo, The Prince Hote 
In Singapore: The Marco Polo In The Philippines: The Manila Peninsula* In Thailand: 

The Bangkok Peninsula* In The People's Republic of China: The Jianguo Hotel, Beijing, 

The Garden Hotel, Guangzhou (Canton) — late 1984. 

* Affiliated with Swissdtel. PEN-FEERIC4) 


WHEN YOU HAVE THE WORLDS MOST MODERN FLEET, 
WHAT DO YOU DO FOR AN ENCORE? 





Top it off with the biggest, most advanced 747 ofall. most spacious in the world. There's also mor 
SIA's exclusive BIG TOP 747 offers a level of comfort relax in Economy. And remember, wheneve! 
remarkable even for SIA. Upstairs, Business Class fly our BIG TOP 747 to the UK, Asia, Aust 
passengers relax in a private cabin almost twice the size or USA, vou'll enjoy inflight service that ever 
of normal 747’s. And the First Class cabin is one ofthe other airlines talk about. SINGAPORE AIRLINES 











BE LETTERS TO THE EDITOR aa 


Sowing the wind... 

Your carefully researched cover story 
on the Philippines, The Aquino legacy 
[30 Aug.], raises a parallel question: 
what is the legacy of President Fer- 
dinand Marcos? 

The more obvious components of 
that legacy have been adequately re- 
ported: a bankrupt treasury; a US$26 
billion external debt; an economy 
plundered by cronies; historically un- 
precedented levels of corruption; the 
ostentatious lifestyle of the Marcoses 
and the new oligarchs composed of 
selected generals and sycophants; an 
impoverished people, and so on. These 
are quantifiable and easier to report. 

There are less obvious, but more de- 
vastating, aspects of the Marcos le- 
gacy. Let me point out only one: the in- 
stitutional cost of this home-grown 
dictatorship. The landscape of Marcos’ 
so-called “New Republic” is littered 
with the ruins of once-independent 
constitutional institutions. He de- 
valued the constitution through rigged 
referendums. He castrated what used 
to be an independent judiciary by de- 
manding resignation of judges. He re- 
duced parliament to a rubber-stamp. 
He packed commissions on audit and 


. . elections with his clones. 





Worse, he dismantled the constitu- 
tional provision on succession 
though historical experience showed 
this provision worked in the deaths of 
presidents Roxas and Magsaysay. This 
vacuum inevitably spawns a power 
struggle and, as your article correctly 
reports, Benigno Aquino “was the first 
victim of the succession struggle he 
wanted to prevent.” 

It is my hope that Marcos, his family 
and cronies will not be the future vic- 
tims of his scorched-earth policy to- 


‘wards constitutional institutions. But 


Marcos cannot be sanguine. Although 
he has been remarkably lacking in vi- 
sion, he knows that they who sow the 
wind reap the whirlwind. 

Peking LUDWIG OSINSKI 


Privileged position 


You give what seems to be a privileged 
status to the dubious writings of Yusuf 
Wanandi. He is plainly an apologist for 
Javanese colonialism and his referring 
to the people of West Papua [Irian 
Jaya] as “inhabitants” in his latest ar- 
ticle [16 Aug.] reflects an arrogant and 
colonialist attitude towards those peo- 
ple. 

His long article said nothing about 
the real cause of conflict in West 





How the company 
that makes copiers 
keeps employees that can't 
be duplicated. 


CROSS 


SINCE 1846 


Why does Xerox make gifts of Cross writing instruments? Because they believe 
productivity will multiply when you treat your employees well. We can reproduce 
your corporate emblem and provide personalized engraving. For our business gift 
catalog write A. T. Cross, 45 Albion Road, Lincoln, Rhode Island 02865 on 


your company letterhead. 


| 





Papua. Wanandi said the Javanese 
wanted “to take back” West Papua in 
1963. Since when have the Javanese 
owned West Papua and the West 
Papuans? Javanese were slaves of the 
Dutch from the 16th century, and 
Javanese Indonesia (a pseudo-nation 
imposed on the peoples of the Malay 
Archipelago by force of Dutch and now 
Javanese arms in order to camouflage 
Javanese colonialism) has no right to 
be in West Papua. The so-called Act of 
Free Choice that was forced upon the 
Papuans was a fraud. Printing such 
rubbish as Wanandi's is insulting the 
intelligence of your readers. 

Stockholm P. AGAM MASEN 


The textiles catch 


Just weeks ago it was announced that 
the United States would no longer pro- 
vide financial support for family-plan- 
ning programmes in countries whose 
birth-control methods did not have of- 
ficial approval, and to add insult to in- 
jury claimed that economic growth 
was the best incentive for family plan- 
ning. 

Now President Ronald Reagan's ad- 
nrinistration intends to seal off a main 
source of many foreign countries' 
hard-earned dollar credits: the export 
textiles and fashion business. How 
many of us can have failed to notice 
that a good number of the countries af- 
fected by the earlier pronouncement — 
India, China, Indonesia, Pakistan, 
Thailand and Bangladesh — are also 
affected by the latest? Reagan pledged 
in 1980 that he wanted to dismantle 
Big Government, but in view of this 
Catch 22, one can only assume that he 
must have meant the domestic US 
Government, and not the international 
US Government. 


Honcho, Japan VALERIE FOLEY 


Playing with rules 

When employed by a foreign bank in 
Jakarta I often suggested the regula- 
tion of reporting by offshore loan bor- 
rowers [REVIEW, 16 Aug.]. But appa- 
rently foreign banks tend to belittle, if 
not ridicule, the vague regulations and 
prefer to protect profitable but non-re- 
porting customers. 

Now we have an example of how 
court judges, many of them with min- 
imal or no knowledge of banking prac- 
tices and ethics, can manipulate the 
vagueness of regulations. In a higher 
court the bank could have won the case 
concerning the borrower's negligence 
but could also have been penalised by 
the central bank for violating report- 
ing requirements. Moreover, going up 
can take a painfully long time, incur- 
ring interest losses possibly in excess 
of a settlement sacrifice. 

For the borrower it was also more 
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lenged Sukarno’: i ae 
in the 1950s, was co-architect 6 
"Dwifungsi," which leads to the mitt 
| VOL LRAVILLLER S TALE Ug tary role in politics, and was ni 

eagerly jump into under the present | red to the “feudal” way in which the | kingmaker to Sukarno. | 


state budget conditions. late Maj.-Gen. Sukendro's maid served | Jakarta SLAMET BRATANATJ/ 
| 
| 


of thous. 


interest-tax—evading offshore borrow- | WUC TCS 
ers — something the Tax Office would | TRAVELLER 






'$ TALES [23.Aug.] refer- | 


The case is a warning to foreign | refreshments. In fact she did it in the 
banks (and. foreign businessmen in way still considered appropriate even 
general) not to'play around with rules | forhigh-born girlsin Indonesia toshow 
and regulations, no matter how illogi- | respect for elders and guests. Don't oc- 
cal, vague or poorly worded they are. 
Perhaps, just because of the vagueness 
and the poor wording they can easily 
become something other parties (debt- 
ors, lawyers, judges, etc.) can play 
with. 

Jakarta P. S. POEGOEH 


The Moros fight on 


Your report on the Moro struggle in the | |. organization. is see 
southern Philippines [9 Aug.] is no- | ovi 

thing but reflective of the govern- 
ment's view. While there is no doubt | 


€ David Jenkins writes: The secon 
point is well taken. I inadvertently re 
ferred to Sukarno rather than the 
former defence minister, Gen, A W 


Nasution. 


cidentals deserve that treatment, too? 
Also, Sukendro was not to the late pre- 
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Use your management skills 


for ecumenical development projects worldwide 


in 1975, the World Council of Churches in Switzerland and experience, and be prepared to travel, 
the Council of Churches in the Netherlands, together established — Probably with at least a first degree in economics, business 
EDCS to use the investment capital of churches and church-related administration and/or banking, vou must be a skilled adminis 
organisations for development projects in poor communities trator, experienced at Board level, with a successful record in 
throughout the world. risk management, You must have first-hand experience of project 

With the retirement in July 1985 of EDCS's first General formulation and evaluation, and knowledge of trade, development 
Manager, a successor is now being sought. He or she will be or investment banking. Good communication skills and fluency 
responsible to the Board of Directors for advising on policy in English are essential; a working knowledge of French and/or 
formulation and for planning, organising, co-ordinating and Spanish would be advantageous. 
controlling EDCS's operations and resources from its headquarters The salary and benefits package will be negotiated around 
at Amersfoort, the Netherlands. DA 140,000 and full relocation assistance provided. — 

To qualify for this challenging position, first and _ Further information will be provided upon request. 
foremost you must be a committed Christían (Roman The closing date for applications is 15 October 1984. 
Catholic, Protestant or Orthodox), be closely connected Please send full cv, with references, to the Chairman. 
with your church, and support the purposes of EDCS, - Ecumenical Development Co-operative Society (EDCS UA, 
You must have a broad knowledge of the ecumenical . Utrechtseweg 91, 3818 EB Amersfoort. The Netherlands, 
movement worldwide, have had international Telephone: Amersfoort 633122. 




















Ecumenical Development Co-opera ive Soc 





iety (EDCS) UA, Amersfoort, The Netherlands. 













THE MIT PROGRAM FOR 
SENIOR EXECUTIVES 


D 


A general management program, 
suitable for a broad range of 
top-level general or functional 
managers from a wide variety of 
backgrounds. 


An interdisciplinary study of 
management and the economic, 
social, and technological | 
environment of the organization, 
the emphasis is on new knowl- 
edge, current research, and future 
trends. | 


The program is offered twice 
yearly for nine weeks from 
February to April and from 
September to November — 


Massachusetts Institute of Te 


Alfred P. 


loan School of Management - 


Executive Education Programs 


THE ALFRED P. SLOAN 
FELLOWS PROGRAM 


A twelve-month program leading 
to a Master of Science in Man- 
agement for U.S. and inter- 
national industry and government 
executives. A health management 
option is also available. 


Applicants should be in middle to 
upper-middle management or 
staff positions with approxi- 
mately ten to twelve years of 
experience. 


Applicants are nominated and 
sponsored.by private and public 
sector organizations, selected by 
MIT, and appointed Alfred P. 
Sioan Fellows. 
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We are actively Seeking to 
increase the number of qualified 
women in both programs. — 





For further information please 
contact: E 


Office of Executive Education 
MIT Sloan School of Management 
Room E52-136 | 
Cambridge, Massachusetts 

02139 | 


Telephone: (617) 253-7156 
Telex: 921473 MIT-CAM 




















Vol. 125 


No. 37 


Amid protests from both Left and Right in Japan and from 
Koreans anxious that there should be no bowing before their 
former imperial masters, South Korean President Chun Doo 
Hwan embarks on the first visit by a Korean head of state to 
Japan. And despite the demonstrations, the visit is likely to 
cement afirm friendship between Chun and Japanese Prime 
Minister Yasuhiro Nakasone and open up a new era in rela- 
tions between the two countries (page 23). However, Chun 
cannot hope to solve more concrete problems such as the 
huge trade gap and technology transfer (pages 25-20). 
Seoul bureau chief Shim Jae Hoon and Tokyo bureau chief 
Charles Smith report, while Tokyo correspondent Hikaru 
Kerns examines the case of a Korean who made it in Japan (page 28). And in Arts 
& Society, Japanese film director Nagisa Oshima throws light on the cultural gap 


across the Tsushima Straits (page 53). 
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2 The army' 's bid to change the con- 

stitution is raised again in Thai- 

land, but Prime Minister Prem Tin- 
la 





ond c once again survives. 


merge in Hongkong, 


Indonesia's Muslim coalition holds 
its first congress and agrees to ac- 
cept the state ideology, Pancasila. 
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Minister Indira Gandhi has a little- 
known card up her r Sleeve. | 


Page 56 


| e à century anda half of colo- : | A year after t 
political groupings begin deli 


hank | | may 


the Asia Trust Bank takeover. 





Lifestyles: A nation where 
unemployment is rapidly becoming 














14 a way of life 54. 
15 | : 
16 Busi ; ; 
23 
Banking: Back to basics in 
25 Manila 56 
26 | Aviation: KAL s change in style 58 
| Economies: Pakistan's pipeline 
26 runs dry - 59 
Finance: Thailand’ S time to 
28 | . , Testore trust 67 
29 :QOne renminbi 
38 |. one ee OR 
42 - f MM baska ener manta 68 
." i Agricu India's mountains of. 
| Policie: el comes first 
53 4 Tr jff-the-peg suit s 72 






| Page 68 


As election fever grips india, Prime 





Mines aie in the wake of 





| Chinak begins to back out o 
currency—two systems’ 


The Central, Bank. of the Philip- 4 Ta 


MoN: of n móves eni ot 
trol finance companies. 








investment: Hongkong joins the 
FEVOIUUON: oreste cues eee 











| Shipping: Head above water 

WE M TAWG a EER 

| Legislation: The MAS moves in again ... 

Regular Features | 

| Letters ..... SRG c utc d 

Ul eR ta pc st ala At 12 

| Inteligence ccc M OE 
The WOOR tse cere neice Su 13 CE 
Travellers Tales e ce dE 
The Sth: Colurmn oo A 
BOOKS a el a Oe IM 
Economic Monitor: Australia acne DR VPE 
SOLON asd cn I us zu E 

| Company Rasti Le reete 85 

| Stockmarkets LL. 86 p 

| Prices & Trengs Lo sae ou BB. 

| Backpage Letter: Tum Ba Chan WWW. 92 











































DJOE MANGUNC 


ies Sot cancer 


Former idonee. Vvice-pre- 
sident Adam Malik died at the 
ge of 67 of. liver carcer in 
andung. on. 9 September. 

ce stepping down from of- 
in March 1983, Malik con- 
to take an interest in 
s and occasionally criti- 
government policy in in- 
/s and speeches. He also 
t up.his international ac- 
"Serving on an in- 
ndent commission on 
ianitarian issues. 

— SUSUMU AWANOHARA 


‘los ods kill 92 
uth Korea 
) ntial rain has brought 
uth Korea's worst floods in 
years, leaving 92 . people 
ad, 44 missing and many 
ousands homeless. Accord- 
to preliminary estimates 
ased by the government, a 
ther 106 people were in- 

































e been mainly in the north- 
i part of the country. 
Seoul was among the areas 
est hit: the river Han 
ed into low-lying areas of 
he.city leaving more than 
2,000 people homeless and 32 
ad: The floods, which began 


xpected to have done great 
damage to agriculture, with 
almost 50,000 ha of farmland 
under water at the height of 
he flooding. — PAUL ENSOR 


Families mark 
KAL 007 loss 


shooting down of Korean Air- 
Hines Flight 007 by Soviet air- 
raft was commemorated 
ijuietly on 1 September in the 

anghyang Dongsan — the 
cemetery for South Ko- 
ans who have died overseas 

100 km south of Seoul. 
. had been planned as a 


high monument (to symbolise 


~~ the 269 victims of the disaster) | 
was further. muted. by torren- 


tial rain. 
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d by the floods, which. 


os bside on 2 September, are. 


"The first anniversary of the. 


——————————————————————————————————»—————————— RTARTA IR Ir MRA ERO ERRATA A AI ————————————————————— AA AYRE ARTA RS anans 


cluding some from six foreign 
countries, attended the cere- 
mony. 

Families of most of the Ja- 


panese victims marked the 


event with a visit to the pre- | 
sumed site of the incident, in 
Soviet waters off the southern 
tip of Sakhalin island, some- 
thing which many South Ko- 
reans wished to do. But they 
were refused permission by 
the Seoul government, which 
is keeping the anniversary 
low-key, partly a reflection of. 
a decision to re-open possible 
channels of communication 
with the Soviet Union and | 
partly in anticipation of the 
1988 Olympic Gamesin Seoul: 

— SHIM JAE HOON 


Thatcher cancels 
Asian tour 
Little. more than two weeks 


before she was due to arrive in . 
Kuala Lumpur, British Prime . 


Minister Margaret Thatcher . 
on 29 August postponed visits 


in September to Malaysia, 


Singapore, Indonesia and Sri 
Lanka. In a brief announce- 
ment, the British Government 
said: "Against the back- 
ground of the present indus-.| 
trial situation .. . it would not 
be right for [Mrs Thatcher] to 
be so far away." While she is 
keen to reinstate the visits, 
sources told the REVIEW, the 
earliest practicable time may 
not be until early next year. 

— JAMES CLAD 


Deos son pays 


visit to Hongkong 





















Singapore publishes 
listing criteria 


The Stock Exchange of Sin- 


lof US$400 million 


The son of Chinese leader 


Deng Xiaoping started a 19- 
day visit to Hongkong on 28 
August. Deng Pufang, deputy 
director of the China Welfare 


Fund. for the Handicapped. 
heading a delegation. 


was 
which hopes to raise HK$50 
million (US$6.4 million) for 
China’s estimated 20 million 
handicapped people from 
Hongkong donations, which 
were quick to come from big 
businesses, including ship- 


ping magnate Sir Y. K. Pao, 


who contributed HK$10 mil- 
lion. 

It is the first time that some- 
one so close to the Chinese 


leader has visited Hongkong. 
Many local people had hoped | 


that Deng himself would come 
and witness the- 


though that hope has not been 
realiséd, a visit by his eldest 


son is seen as significant, as he 
is bound to report on the visit. 


territory's. 
v Rai | prosperity and stability. Al-: 
low-key unveiling of a 26.9 m. | 
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in the wake of 
unexplained rejec- | 
tions of new listing applica- 
tions, has issued its first writ- 
ten guidelines for companies 
wishing to go public. The 
nine-point document does not 


ga pore, 
several 


quotation of all firms that 
meet its criteria; petitions may 
still be denied without any 
reasons given. 

be listed companies include 
management continuity, a 
five-year track record and 
three years of profits for the 
company and its major sub- 
sidiaries, and participation in 
a growth industry. The SES 
frowns upon new listing bids 
from holding companies with 
quoted subsidiaries or firms 
"which comprise more than. 
half the assets of an already 


listed parent ^ group. 

"= LINCOLN KAYE 
"T , Chrysler car 
venture in douh 


Mixed signals are appearing 
with regard to a possible pro- 
duction joint venture between 
South Korea's Samsung 
Group and Chrysler Corp. of 
the United States. It is widely 
rumoured that the two com- 
panies are discussing a pro- 


‘duction venture to build a 


plant at an initial investment 
which 
would be producing front- 
wheel drive subcompacts by 
1987. 

The plant would have an an- 
nual production capacity of 


which would be exported to 
the US. Chrysler is now re- 
ported to be considering de- 
laying the agreement until 
1985. Chrysler is particularly 
concerned about reactions 


bind the exchange to permit: 


Key stipulations for would- 


300,000. vehicles; a. third of 
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rom its labour force in the US 
vho would be expected to op- 





‘pose a deal that would take 


| production Overseas. 

Also uncertain is the at- 
titude of the South Korean 
Government which. has a 
longstanding agreement with 
the country's two carmakers, 


Daewoo and Hyundai (Sam- 


sung does not produce cars 


yet) not to allow any new en- 
‘tries. Daewoo recently con- 


cluded # deal with General 
Motors of the US.to produce 

167, 000 cars.a year from 1986 
in a joint venture which would 
éxport roughly half its output 
to the US. — PAUL ENSOR 


Jakarta relaxes work 


| permit regulations 


Jakarta is making it easier for 
foreign businessmen ta do 
business in the country. An of- 
ficial visa exemption; which 
comes: into effect almost im- 
mediately, . covers business- 
men from 28 areas, including 


Asean, the European Econo- 


eG, 


the United States, aa 
| Japan, South: Korea, Austra- 
lia, New Zealand, Switzerland 


and Austria. 


Á new Manpower Ministry 


decree will allow foreign and 
domestic companies to obtain 
work permits for foreign per- 


sonnel directly from the In- 
vestment Coordinating Board. 
Jakarta's previous tight ex- 
patriate-hiring policy was re- 
garded as a major reason for 
therecent drop in investment. 

— MANGGI HABIR 


 Asean food venture 
injected withAID. 

| The Philippine RFM Corp. and 
Thailands Mah Boonkrong 


Co. has agreed to embark on the 
first food-processing . project 
under the Asean Industrial 
Joint Venture (AIJV) scheme. 
Another first for Asean is 
the involvement of the United 
States Government, whose US 
Agency for International 
Development, or AID, has 
given à loan of US$57 million 
to support part of the financial 
requirements of the joint ven- 
ture's slaughterhouse | and 


meat. processing. plant. The 


AIJV scheme was agreed upon 


by Asean economic. ministers 


only in October 1983.after a 
number of compromises... 
The Philippine-Thai project 


aims to establish one of Asia's 
| largest slaughterhouse; meat 
processing, canning and cold 
storage: COIIDIE NOR at Pathum 
| "Ba 











British Foreign Secretary Sir E 





Geoffrey Howe is hoping to fly to | 


Peking in December to sign the 
formal Sino-British accord on the 
future of Hongkong beyond 1997, 
due to be initialled in Peking by 
theend of September. Two things 
may interfere with Howe's plans: 
one is the possibility that the 
British Parliament may push for 
a delaying of the signing until 
January, to give it more Vr to 
debate the matter — or the 
foreign secretary could be 
upstaged by British Prime 
Minister Margaret Thatcher 
wishing to travel to Peking 
herself to sign the accord. 

Hongkong itself can expect a 
stopover visit from one or other 
of the two dignitaries. 


` LIFE ASSURANCE 


Pakistani President Zia-ul Haq's 
inner circle is divided over | 
whether to go ahead with a 
general election before March 
1985, or to postpone it once again. 
. Zia and two of his closest military 
-commanders feel that yet another 
postponement would only 
strengthen the opposition and - 
embarrass the regime. Elections 
should be held on schedule, they 
maintain, but subject to T: 
regulations which would ensure 
| the present regime's survival. _ 


um THE WEEK 


| - Guerillas exploded a bomb at Kabul 
airport, killing at least 30 people (31 
Aug.). President Babrak Karmal accused 
Pakistani President Zia-ul Hag of master- 
“minding the airport blast, Radio Kabul 
reported (3 Sept.). | 


mina aea ei T e eie 


The national assembly approved a gen- 
eral amnesty under which those who 
abandon the Cambodian resistance 
groups will be granted land and jobs (30 
Aug.). 


. INDIA 


Security forces rounded up about 450 | 


politicians and religious officials in 
northern Punjab in an attempt to thwart a 
world convention of Sikhs, the Press Trust 
of India said (29 Aug.) At least 50,000 
-Sikhs defied a ban and attended a world 
Sikh convention in Amritsar (2 Sept.) 
Seven Sikh hijackers who surrendered to 
< authorities in the United Arab Emirates" 


-were returned from Dubai to New Delhi; it - 


was reported (3 Sept.) The government 
rejected an ultimatum from. militant 
-Sikhs to withdraw troops from Amritsar’s 











pre 
LE 
* 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


| 
| 


a d i gue : 
extension of martial law out of 


| This rake 
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fe r that there i is no Way 


s pressed by two federal 
ministers — both politicians from 
Sindh province and the most 


| influential civilians in the 
| government — and the military 
| governors of two of the country’s 


| four provinces. 


| NO HIGHWAY 
Jakarta has given the green light 
to Qantas to fly over Indonesian 
territory for the Australian 
airline's new service to China, but 
has refused to allow China's 
CAAC to do likewise to reach 
Australia. There has been 
speculation that the hitch is ofa - 
political nature, but Jakarta. 
officials are now telling those 
concerned that the problem i is. 
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Golden Temple, it was reported (4 Sept .). 


JAPAN 

Koreans staged a rally in Tokyo to pro- 
test against the visit of South Korean Pre- 
sident Chun Doo Hwan (30 Aug.). 


| MALAYSIA 


Secretarv-general of the opposition 
Democratic Action Party Lim Kit Siang 
filed a suit against Sabah Chief Minister 
Datuk Harris Salleh for refusing to allow 
him into the state (29 Aug.). 


PAKISTAN 

The government has complained to thé 
United Nations over a series of recent 
cross-border incidents in which it said 40 
people were killed and 25 wounded by AT- 
ghan aircraft or artillery (30 Aug.). 


PHILIPPINES 

At least 1,000 people were feared to 
have died when Typhoon Ike hit the. 
southern” Philippines over the weekend, 
oiiaals said t 3 Sept.). | 
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| years, thus posing a severe 


"Tran Hui Chuong, who has b 


| after Vietnamese Foreign 
| Minister Nguyen Co Thach's visi 
| to Jakarta in March, which the 


Prinee Mohamed Bolkiah arrived on à 

























expected: | 
international | m mey ma arkets g 


including the Petroleum 
Authority of Thailand (the 
national oil company). 


to finance the US$1 billion 
military expenditure package ° 
undertaken by the extreme — 
rightist regime of Tanin 
Kraivixien during 1976-77 are 
falling due over the next two 
st 
on the nation's overall debt- 
diti 


V seii 2o finally named it 
new ambassador to Indonesia, 





director for Southeast Asia at th 
Foreign Ministry. Former 

Vietnamese ambassador ess 
Xuan Lang left Indonesia sex 




















NM 









Asean governments considered 
unsuccessful. 







Mie acti) 



















official visit (3) Aug.) 


SOUTH KOREA 

Seoul riot police used tear gas toi 
perse more than 1,000 univer "iiy giu 
who were protesting against P 
Chun Doo Hwan's visit to Japan (29 Az 
About 30 dissidents. began an indefa 
hunger strike to m against Chun 
visit to Japan. At least | 26 people 
dead or missing after torrential rairy 
floods, it was reported (3 Sept). Students 
and police clashed again in Seoul (4 Sept Y. 


SRI LANKA 

At least four police commandos were 
killed and nine injured when sepa 
ambushed a police convoy in Jaffna, « 
cials said (1 Sept) Lawyers in 
boycotted courts to protest ag 
leged harassment of Tamils by the secu- 
rity forces (3 Sept). 


TAIWAN 

A Hongkong man who hijacked a Bri 
tish Airways airliner to Taiw 
a suspended 18-month jail sente 
Taipei court (32 diag). 
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hn McBeth in Bangkok 
ling Prime Minister Prem Tin- 
sulanond, joined recently in the 
 trenches of Thai politics by an 
ally eohesive body of. civilian 
liticians; appears to have withstood 
iod of unrelenting pressure from 
luential quarters of the army. Buta 
w move to reactivate controversial 
onstitutional amendments, aimed at 
iving the military a bigger say in gov- 
rnment and also furthering the pur- 
orted leadership ambitions of sup- 
e commander and army command- 
Gen. Arthit Kamlang-ek, has only 
n postponed — probably until par- 
nent re-opens next year. 





































came the announcement of 
nd's annual military reshuffle 
s expected, elevated 1st Divi- 
uef and key Arthit supporter 

n. Pichit Kullavanich to the 
tant post of Ist Army Region 
mander. However, though Arthit 


iments in the upper echelons of 
1y, there are signs that Prem re- 
a degree of influence in his con- 
nt position as defence minister 
signer of the list. 
eshuffle was weeks earlier than 
. apparently because Prem is 
leave on 14 September for a 


for treatment of a reported 
t condition. But the timing was in- 


.352-man list was issued barely an 
ir after parliament heeded an ap- 
seal by Arthit to defer debate on the 

nstitution issue in the interests of 
reserving national unity. What in- 

gued observers was whether it re- 
sented a quid pro quo, in effect dis- 
ding Prem from wielding the same 
blue pencil he did in rejecting a 
supplementary list in April, or whether 
t reflected a resignation within army 
'anks that the constitution manoeuvre 
Was doomed. : 
_ The amendments, aimed at allowing 
ierving military and civilian officers to 
old cabinet posts and restoring the 
egislative powers of the appointed 
-Seat senate, were defeated in a 
ariramentary vote on 16 March 1983. 
chit and other senior officers made it: 
then that the issue would be re- 
i, but the fact that it was resur- 
= rected- just a fortnight after a furore 
>. over an army proposal to extend Ar- 

thit's term (REVIEW, 30 Aug.) led to 

speculation over the army's intentions 


B 


d on the heels of the latest up- 


ing in another respect, given that | 


clearly had his way in many of the | 


e le aN tet her r s. 


| outcome of last year's vote. 










and brought political temperatures 
back to boiling point. i | 
Although the army professed to be 
satisfied with Prem's response to the 
extension proposal, many analysts felt 
that he fell far short of making à com- 
mitment and that supporters of the 
move were simply trying to put on a 
brave face to remove lingering doubts 
about how it should be interpreted and 
to shoreup Arthit's position. Indeed, as 
things stand now, Prem appears resol- 
ved to put off a decision on legal 


grounds until after 1 October —— the 


start of Thailand's fiscal year in which 
Arthit is scheduled to retire. Prem may 


R PETER RORLACHETC 


Prem: a period of pressure. 





also be adhering to Defence Ministry 
regulations, which reportedly stipu- 
late that an extension should only be 
considered six months before retire- 
ment. 


pearheading the proposed consti- 
tutional amendments was, once 
again, dissident Chart Thai Party 
MP Phon Rerngprasertwit, who was 
the cutting edge in the initial con- 
troversy and has generally earned a 
reputation for his loyalty to the mili- 
tary rather than to his political col- 





leagues. A wealthy pineapple-plant- 


ation owner and a former aide to the. 
late strongman Gen. Kris Sivara, the 
retired army colonel drew the ire of fel- 
low MPs in the Chart Thai who claimed 
they had been duped into putting their 
names to a petition questioning the. 






Interestingly, Phon had a case to 
make as intriguing as his role in the af- 
fair. At the time of last vear's vote; the 
combined number of seats in the senate 
and the house of representatives was 
only 507, instead of the originally con- 
stituted 526, because 19 parliamenta- 
rians had either died or resigned. Phon 
argued that with this in mind, the 254 
ballots cast in favour of the. amend- 
ments represented a simple majority of 
the total members. of both houses, as 
demanded in Article.194 (6) of the con- 
stitution. m | 

Although he denied any military in- 
volvement in the move, -Pichit- was 
quick to throw his support and that of 
other senior officers behind it. The 52- 
year-old West Point-trained general, 
who last year threatened to hold mili- 
tary "exercises" as the amendments 
controversy reached its peak, pointed 
to the lack of a "suitable" political 
leader to succeed Prem. When asked 
about opposition to Phon's surprise 
package, Pichit replied bluntly: "They 
are afraid of my boss [Arthit].” Thefol-. 
lowing day, Bangkok Post editor Theh 
Chongkhadikij wrote in a front-page 
report that the government was being: 
forced to choose between confronta- 
tion and compromise, and quoted 
sources as saving that the elements for 


place. 
Phon's case cut little ice with MPs, 
however. There were indications that 
just about all the political parties, in- 
cluding Communications Minister 
Samak Sundaravej's Prachakorn Thai 
Party — which formerly voted for the 
amendments — intended weighing in 
against it. Although much would no 
doubt have depended on the method of 
voting, even in the military-dominated 
senate, there were signs of opposition. 
And Prem himself made his views clear 
when he was quoted as telling his coal- 
ition partners that he would "stand by 
what is right and fight what is not." 
Arthit made his postponement plea 
on the eve of the 3 September debate, 
but he left few doubts over where he 
stood on the question by saying that. 
the motion's sponsors had acted legally 
and within their rights and respon- 
sibilities *which is worthy of praise." 
His statement, read over the nation’s. 
radio and TV network, left the impres- 
sion that the supreme commander be- 
lieves the “problem” over the constitu- 
tion has:still to be solved. EE 
. Many MPs were dissatisfied when 














parliament voted to put off the issue; 


but it seemed to be the only way to | 


head off confrontatión and allow the 
military to ease out of what might have 
been an embarrassing situation; - | 

Political sources say that if the:de- 
bate had gone ahead, the most proba- 
ble strategy would have been to force a 
vote seeking to permit 15 opposition 
Chart Thai MPs, who claim they were 
tricked into supporting the move, to 
withdraw their names from the peti- 
tion. This, if successful, would have 
left the motion short of the 30 lower- 
house backers required for it to be ta- 
bled for diseussion. 

What prompted the army to pull 
back is open to debate; But after ap- 
pearing isolated and perhaps even vul- 
nerable three w 
cal health at least appears remarkably 
robust, and his decision to. spend as 
much as a month in the US; while wor- 
rying to some Thais; Could have the ef- 
fect of calming troubled waters, leav- 
ne his.eritics without a target. 


merican officials insist the in- 
| vitation to Prem to undergo 

"4 medical treatment for the early 
stages of heart disease was a pro forma 
gesture which did not require prior ap- 
proval from Washington. It is also true, 
however, that US Ambassador John 
Gunther Dean has a high regard for 
Prem. In what insiders confirm was a 





deliberately timed statement on 17 Aus | 
gust, Dean raised eyebrows in the dip- 


lomatic community by praising the 


prime minister for his “moderate, com- 


monsense leadership” and lauding his 
government for keeping the Thai econ- 
omy performing well ahead of other 
countries, 

Dean’s speech in the northern city of 
Chiang Mai was seen basically asa de- 
fence of the coalition administration's 
economic policies, which have been 
under attack in certain quarters of the 
military. But it also reflected concern 
shared among US officials in Washing- 
ton over recent developments in Thai- 
land. The ambassador's lead was seem- 
ingly taken up four days later by Social 
Action Party leader Kukrit Pramoj, 
who said if Prem did not continue as 
prime minister "political chaos would 
reign beyond imagination today." 
Kukrit, whose party is the senior part- 
ner in the coalition, ruled out fears of a 
military takeover and said it was es- 
sential to the growth of democracy that 
Prem serve out the remaining three 
years of his term: 

-More significant has been the com- 
fórt and the show of confidence af- 
forded Prem by the royal family. On 31 
August — 24 hours after Phon dropped 
his constitutional bombshell — Queen 
Sirikit made her second private visit to 
Prem's official residence in nine days. 
-Acolour picture released by the palace 






weeks ago, Prem's politi- 
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after a bout of influenza forced him to 
cancel a week of official engagements. 


hat analysts have:to puzzle 
over now is where Prem stands 
‘with the military as:a whole, 
leaving aside army denials of a rift 
with the government and the motiva- 
tions of the more than 300 uniformed 
military and police-efficers who de- 
scended on t rime minister's house 
on 26. 





and deputy army chief of staff Lieut- 
both seen as the two principal candi- 
ted to carry on in service until 1987. 


In acting as chief advocate for Ar- 
zn S E Pichit E th mj 
ality ja: 










over the past ye pura offer ig no 
public comment on either that issue ór 
the constitutional sect pear Th yidi 


wor ning within the chain of comr lend 
on the other. 

But while Chaovalit 
rent post, allowing Pi ! 
same three-star T: nking. "OUSSIVEIS 
have been struck by the large number 





Class Five graduates — officers loyal 
to Arthit but generally considered in 
the main to be closer to Chaovalit — 
who have received promotions. Indeed, 
clearly the surprise of the reshuffle list 
is Maj.-Gen. Issarapong Noonpakdi’s 
move from the Surin-based 6th Divi- 
sion to take over Pichit's former post as 


| commander of the key Bangkok-based 


ist Division. 
The new Ist Army commander is 
widely reported “to, have favoured 


someone else, and Thai observers are 


| already speculating on the possibility 


| Yuthana raem 





that Issarapong, a brother-in-law of 
army operations director Maj.-Gen 
Suchinda  Kraprayoon, has’ been 
brought in as a counter-balance. Nota- 
ble also is the fact that Pichit has been 
given three deputies, including current 
llth Division commander Maj.-Gen. 
Bancha Sawatrithirong. and two 
Chulachomkhlao Class Four officers, 


 Anti-Aircraft "Division «commander 


Maj.-Gen. Wattanchai Wuttisiri and 
Ist Army cds of. aan Mar “Gen. 
Y 73! e i 






owed the queen restingon 
her knees in his sickroom with the 
_ prime minister making ‘an obeisance to | || 
: The-queeh had earlier spent an || 
hour with Prem on 22 August, the day 


gust to celebrate his 64th | 
birthday. Most attention centres not so | 
“much on Prem himself, but on Pichit | 
Gen. Chaovalit Yongchaiyut, who are | 


dates to replace Arthit if he is permit- | 







of Chulachomkhlao Military Academy | 
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E ud ien Seale | 
ant decrees cast doubt on the. un 
dent s assertion. bud nc n uae 

























after a ruling- pore caucus. 
The two decrees, numbered 19314 
1935, were signed on 11 June -— bet 
the new assembly was nasened. E 
almost a month after assembly. eli 
tions were held on 14 May and 
posed, respectively, an average í 
increase in vehicle-registration fe 
and a 47% boost in travel taxes fe 
Filipinos going abroad. The two d 
crees were first publicised in a hos | 
business newspaper on 20 and 21 At- 
gust, though they went into e fleet on i5 
August. a 
Foreign Minister Arturo Tolentino 
the only member of Marcos' Kilusang 
Bagong Lipunan (KBL) party to wina 
assembly seat in Manila, criticised the 
move on 22 August as being "in violas 
tion of the very procedure the presis 
dent laid down" for implementing. 
Amendement 6 of the constitution — 
which gives Marcos power to legisiaté i 
by decree. Tolentino said the decree 
were issued without consulting th 
KBL or even the affected ministrie ; 
“were onerous and would greatly bur- 





| has continuously: acad Po his de 












vhich me Rd to m 30 Au the Pai 
ree to allow exemptions: from the 





educe the public-vehicle registration- 
e increases. While Marcos: demon- 
rated his willingness to compromise 
he content of the legislation, he ig- 
nored the issue of whether he should 
continue to issue decrees whenever he 
felt the need. 
Opposition members of the assembly 
"though holding only a third of the 
i mbly.seats — jaye said Kex will 















yR 
s Marcos ies power “to ignore the 
mbly entirely. Aquilino P 








1ocratic Party-Lakas ng Bayan, 
he opposition should refuse to 
promise on Marcos’ decree-mak- 
power. “Amendment. 6-is like a 
cer that has to be excised complete- 
" he told a meeting on 31 August. 

rime Minister Cesar Virata told a 
hering of businessmen on 4 Sep- 
er that Amendment 6 was the 
vernment's option for coping with 
ergency situations without having 
resort to martial law again. But he 


















layan Chanda in Washington 
a significant gesture to distance it- 
lf from the government of Philip- 
pine President Ferdinand Marcos, the 
ited States voted against a World 
Bank loan to the Philippines. While the 
$150 million agricultural loan was 
approved on 4 September despite US 
Opposition, this open display of 
Washington's displeasure with Manila 
is expected to have repercussions on 
iny new commercial lending to the 
risis-ridden country. ! 
Ihe US decision to vote against the 
oan is doubly remarkable because it 
ime on the heels of an agreement be- 
reen . the | International Monetary 
| and the Philippines on economic 
-tightening. One rationale behind 
JS postponement of the voting on the 
World Bank agricultural loan (REVIEW, 
0 Aug.) was to pressure Marcos to ac- 
-cept the IMF conditions — financial 
-< austerity measures which he has been 
-= resisting for nearly. a year. p xm 
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pleting negotiations for financial as- 
sistance with the International Monet- 
ary Fund and the more than 400 
foreign commercial banks with lend- 
ings to the country. Virata indicated 
this desire in an answer to a question 
after a speech given to the Philippine 
Chamber of Commerce and the Indus- 
try and Management Association of 
the Philippines. 

Virata said that as prime minister he 
had no control powers, though he was 
supervisor and head of the cabinet. He 
said his immediate objective was to 
“get over this hump [the negotiations 
with the IMF which have now lasted 
nearly 11 months] — to be able to re- 
store the normal relationship between 
[Philippine] business and the interna- 
tional financial sector so that we can 
normalise our transactions and be able 
to pursue our path of development and 
growth.” He added: “After that, I real- 


ly do not care.’ 


Virata admitted. to the packed 
gathering that some of the investments 
made by the government in the past 


had turned sour. However, he said that 


before such investments were made, 
studies were reviewed by various 
boards before they were presented to 
him for financial support. He said the 
system employed by the government in 
implementing economic projects had 
failed and that more private-sector 
participation was essential. u 


ote of no confidence 


shington opposes a World Bank loan to the Philippines 
n expression of displeasure with Marcos 


Well-placed sources said that in Au- 
gust, when the US postponed the vote 
and asked Marcos to provide clarifica- 
tion concerning agricultural infra- 
structure said to be in place and mar- 
ket-mechanism reforms, Marcos re- 
opened the then stalled IMF negotia- 
tions and quickly arrived at an agree- 
ment with the fund before the opening 
of the rescheduled World Bank meet- 
ing. 

Sources close to Manila say that the 
bitter pill accepted by Marcos as part 
of the IMF agreement was the free float 
of the peso, the Philippine currency. 
During the weekend before the 4 Sep- 
tember World Bank directors' meeting, 
Philippine Prime Minister Cesar Vir- 


| ata signed a letter:of intent with the 
| IMF accepting a free float of the cur- 


rency by mid-September. Sources say 


| that Marcos hoped to mollify the US by 
| giving in to the IMF conditions while 
| avoiding the question of abolishing 


-that he ‘might 
| resign from theg government after com- 




























































politically ot 


Tr US Government, particularly the 
Treasury Department, was unim- 
pressed by the agreement with the 
IMF. Sources said Treasury officials 
believed that to loan US$150 million to 
Marcos would only aliow him to drag 
his feet on needed economic reforms. 

Moreover, the money would not bring 
the desired results às long as the old 
structure persisted, they said. Explain- 
ing US opposition to the loan the 
World Bank's US executive director 
reportedly said that the conditions at- 
tached were not specific enough. 

Although the State Department was 
initially reluctant to vote against the 
loan it finally went along with the 
Treasury. The negative vote by the US 
(which has only 20% of the voting 
rights) and a British abstention did not 
stop the loan, but the fact that Washing- 
ton expressed rare opposition to its 
ally has sent an M ee message 
of its displeasure | Marcos. 
Washington has rarely a the 
wishes of the government in Manila. 

some analysts say the new US at- 
titude towards the Philippines is likely 
to affect the views of commercial 
banks, whose representatives are ex- 
pected to meet soon in Washington to 
consider a fresh line of credit to the 
Philippines. Commercial credit has 
been frozen since late last year, pend- 
ing the conclusion of an agreement for 
a standby loan from the IMF and the 
rescheduling ofthe Philippines’ US$26 
billion in foreign debt. 

The latest US move also appears 
aimed at publicly distancing 
Washington from the Marcos govern- 

ment and indirectly responding to 
criticism by a segment of the Philip- 
pine opposition, which refers to the 
government in Manila as the US-Mar- 
cos dictatorship. “It is quite extra- 
ordinary,” noted one analyst, “that 
while most of the dictators the US 
backs abroad have some supporters in 
the [US] Congress, Marcos has none.” 

A recent confidential report pre- 
pared by the staff of the Republican- 
controlled senate foreign relations 
committee is belived to have expressed 
grave concern about the ability of Mar- 
cos to master the crisis facing the coun- 
try. The most influential congressional 
leaders of both the Republican and 
Democratic parties are also believed to 
be frustrated at Marcos' expending all 
of his energie lo’ Stay in power instead 
of attempting to solve the country's 
fundamental problems of the economy 
and communist insurgency. Despite 
the generally conservative mood i in ihe 
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US51,200000 


Increasing to 
US$1,500000 


Top Protection For Business Travellers | 

As a frequent traveller, you are no doubt concerned about the 
quality of your travel accident insurance which must give you 
maximum protection not only in value, but also maximum 
protection in scope. 


At the International Airline Passengers Association, we understand 
the needs of the frequent traveller, and have custom- -designed 
through the world-famous Lloyd's of London a competitive and 
high-value travel accident insurance for our over 100 ,000 elite 
member in 174. countries. Because of our large-volume purchasing 


'A/Lloyd's rates are also the lowest available es 


ue Plus Automatic Bonus 

rst year, you may select cover up to US$1, 200, 000. 
This isn lore than three times the amount normally available. 
Your renewal bonus then pushes this up, at no additional cost 
to you, by as much as 25% after three years to as high 4 as 
US$1, 500, 000! 


Your unique IAPA/Lloyd's cover protects you 24 hours a day, 
365 days a year — whenever, wherever, and however you travel 
isa ticketed and/or fare-paying passenger by air, land, or sea on 
any officially licensed common carrier: planes, ships, ferries, 
‘axis, helicopters, hovercraft, commuter trains, tubes, buses... 


Your IAPA/Lloyd's cover pays out in addition to any other 
nsurance you may have, and provides you with three additional 
3enefits: Hospitalization pays up to 30 days for covered 
iccidents; disability benefits start on the 13th month for a 
naximum of 60 months; and dismemberment is also included. 
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Prestige e Savings: s Comfort s | 
When you join IAPA, you are a rec ognized traveller. Depending E 
on the travel protection you require, you select yo ur Ow B 
of membership, and you will automatically enjoy a full range. E 
of practical [APA benefits and services: | 












* Preferred VIP rates at over 2,000. international hotels 
* Substantial savings at leading car rental agencies 

* Worldwide luggage protection and retrieval service 

* Access to [APA airport lounges 

* Free “members-only” travel magazines and newsletters: 


Savings from the above benefits alone will help recoup thi re 
of your membership fee, but we do more for you. 


Travellers Association... HÀ Mai 


When you join IAPA, you are no longer a a dnd sivallur beck 

you have the strength of over 100,000 fellow members 

behind you. Your concerns are important. Your c opinions a 
As the world's oldest travellers association (established in 196! Hh 
we have constantly spoken out on behalf of our elite member 
ship for greater travel safety, comfort, convenience, and economy. 
Join now and get the strength of TAPA behind you! : 


Your Satisfaction Guaranteed, Or Your Money Back! 
Your satisfaction is important to us. If for any reason you are: 
not happy with your membership, notify us for an immediate. 
refund, 
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J J. want to join IAPA! 


"lease. enroll me as an [APA member. | understand my membership 
comes effective on the date my payment is received. | have ticked 
selow the membership class | require, | will receive a BONUS cover- 
ige for uninterrupted membership which increases my coverage by 2596 
ifter three years. 
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4th Year Daily tdonthiy 
Membership ist Year Coverage Including Hospital Disability 
Fee Coverage Automatic Bonuses Benefit Banefit 
C USS580 US$1,500,000 USS150 U$$4,800 
LJ USS400 US$ 800,000 US$1,000,000 ; 8100 
USS220 US$ 400,000 US$ 500,000 USS 75 
Ci us$130 | US$ 200,000 US$ 250,000 50 | USS S00 
Ll USS 85 US$ 100,000 USS 125,000 US$ 50 |  USS 400 
{7 US$ 63 USS 50,000 USS 62,500 USS 25 | USS 200 | 


nsurance effective upon receipt of payment. kosaital benefits pay up 
o 30 days for covered accidents. Disability starts on 13th month for 
maximum 60 months, All member benefits and services apply. 
J.Cheque enclosed (make payable to IAPA) 
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J American Express [J MasterCard O Visa L1 Diners C Carte Blanche 
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Fill in and mail to: International Airline Passengers Association 


WA o Box M Hennessy Boad Post Office, Hong Kong 
or M P.0. Box 113, London SWIP IDE, England 


or M P.O. Box 660074, Dallas, Texas 75266. HOFA, USA 


A 


Mr MESI MS eme Rape m xt ne etl 
Date of birth 

COmpDpany e scu Mo 
Address, 


p^ i [rt gx ord o un T. 
miragre bg LR ES Sue 
— asta Caceres dept ASE VER” Wasik RASH T P Mase, 


Home phone Office phone cc nent 


P eed eater a Ee 


EE e Ve ce Ete 


ete ttm Five reg o n Hà Hades Uem tem siena om ea ru tee ha seat d ie eem nene ai TA Memes Nh e e He Pee eda dert nme mtem ue tud etra ite dee rA re ena et ad sc 


Relationship 


emma a i at riot n Noi inh desee rer Vn PR EPI MISES VII Ie VA sn tetti tii it e mom iy Se eenaa P Hate stima Ad on Rt IIa Mettre e AAEALg Hap of 


T Sign na ture ——— ORDRE 





ae m0 








_* At most airports. —— 


Malaysian Airlines Golden Club Class is available on 
board Airbuses and DC 10s. 

) You have all the benefits of First Class without 
J" paying First Class. All you pay is Full Economy 
Class fare. And you enjoy wider, more comfortable 








HEBER, —." seats. A choice of select menus and wines. impeccable 
BHGEHE .2 service. Even on ground, you are offered first class 
BB lounge facilities. Exclusive Golden Club Class check-in 


ARBUS — service, 30 kilos baggage allowance.* 
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To be successful today, you not only need to know what 
_ you're doing. You also need to know what the people around you 
are doing. Which isn't always easy. Unless you have a Smart Desk 
from IBM. 

Because The IBM Smart Desk is any desk with an IBM 
computer or terminal on it. Our Personal Computer for example 
can give you plenty of powerful connections. | 

It can connect you to customer files, inventory levels, 
production status, the text of a letter confirming an order, let you do 
spread sheet analysis and keep track of your personal notes. 





The IBM Smart Desk can put you in touch with your 
company's central data files and office systems. Or with The 
Smart Desks of managers, secretaries and other professionals in 
your office. 

IBM Smart Desk products are easy to use, so they won't try 
even the busiest person's patience. And if a question arises, relax. 
Our famous service and support network is behind you. 

So call IBM today and get cool, get calm, FSS 
get connected. But above 
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Pride and prejud 


By Shim Jae Hoon in Seoul 


rotocol told the whole story of 
p South Korean President Chun 

Doo Hwan's audience at the Im- 
perial Palace in Tokyo on 6 September 
at the beginning of the first friendly 
visit made by a Korean head of state to 
Japan. The arrangements specified 
that Chun would wear a dark. suit 
when he saw Emperor Hirohito, rather 
than the traditional morning dress; 
there would be no exchange of the two 
countries' highest decorations, and the 
formal 10-minute meeting would be 
marked by a quiet handshake and an 
exchange of simple gifts. Chun's offer- 
ing was an embroided screen which he 
hopes will grace the walls of the palace 
reception room. 

The whole ceremony was carefully 
calculated to set a sober and 
businesslike tone, and above all to 
avoid any suggestion of obsequious- 
ness on Chun's part, or humility by 
Hirohito. At stake was à compromise 
between the national pride of two of 
East Asia's most dynamic countries 
whose relations have been embittered 
by centuries of invasion and rivalry 
culminating in Japan's annexation of 
Korea which ended only with Japan's 
defeat in World War II. The visit 
amounted to a gamble by both Japan- 
ese Prime Minister Yasuhiro Nakasone 
and Chun that the public in both coun- 
tries is now ready to settle the past for 
the sake of benefits promised by co- 
operation. 

But the risk of the visit was apparent 
from the heavy security Tokyo 
mounted as a precaution against any 
repeat of the Rangoon bomb attack 
aimed at Chun last October. With a 
large Korean emigré community, many 
of them loyal to Pyongyang, and strong 
opposition to the Chun regime among 
the Japanese Left, Tokyo was taking 
no chances. More than 23,000 riot 
police were deployed throughout the 
city and every bush and building Chun 
was likely to pass was scoured for signs 
of terrorist activity. Security arrange- 
ments seemed tighter even than those 
mounted for United States President 
Ronald Reagan during his Tokyo visit 
last November. 

Nakasone — who has staked his po- 
litical reputation mainly on foreign- 
policy achievements — has much rid- 
ing on the success of the Chun visit. He 
hopes to retain the presidency of the 
ruling Liberal Democratic Party in the 
November elections, ensuring him a 
second two-year term as prime minis- 
ter. But the Chun visit came under at- 
tack from the Left and the Right in 
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An imperial ceremony 
strives for a new 
balance of ancient 





Japan, both of which seem to be play- 
ing on the complex nationalist senti- 
ments aroused by the Korean issue. 

Japan's rightists support the anti- 
communist character of the Chun re- 
gime. But they take umbrage at any 
gesture — particularly by the emperor 
— which suggests shame over, or an 
"apology" for, Japan's occupation of 
Korea, which they portray as a pro- 
gressive chapter in their neighbour's 
history. At the other extreme of the po- 
litical spectrum, the Japanese Com- 
munist Party opposes hosting the 
“reactionary and anti-democratic” 
military-backed Chun regime. But to 
Seoul, the criticism is loaded with the 
same anti-Korean undertones they 
sense in the attacks of the Japanese 
Right. Nakasone was gambling that 
the delicate phrasing of the emperor's 
words and gestures would avoid a 
backlash which could shift the public 
mood in favour of the visit's oppo- 
nents. 


is no less delicate. The decision to 

go to Japan reportedly was taken 
only after a secret poll revealed that 
the bureaucracy, military and business 
leaders strongly endorsed the visit. 
These leading sectors of South Korean 
opinion have much to gain from coope- 
ration with Japan and feel they have 


T: balance Chun must maintain 


bb i > 





AMI M — ————ÀM M —— M —— MÀ 


ice 





a credible Japanese ally in Naka- 
sone. 

But the South Korean public is still 
ambivalent towards Japan, not fully 
convinced that the former colonia! rul- 
ers have overcome the arrogance of the 
past to accept South Korea's growing 
importance on the international scene. 
No one has forgotten that the initiative 
to normalise relations with Japan in 
the summer of 1965 triggered waves of 
popular unrest which almost toppled 
the government of the late president 
Park Chung Hee. 

In the long run Park's policy proved 
farsighted and laid the foundations for 
the expansion of trade with Japan, 
which in turn spurred South Korea's 
own growth. Two decades later Chun 
thinks the moment is ripe to broaden 
the popular base of normalisation 
through this trip to Tokyo. Unlike 
Park, who graduated from the Japan's 
Imperial Military Academy and served 
in the Japanese Manchurian forces, 
Chun represents a new generation of 
South Korean leaders unstained by 
collaboration with the Japanese. But, 
if the trip backfires, there is still a 
danger that Chun's opponents could 
tap the same vein of national indigna- 
tion which the student activists 
exploited in the mid-1960s to rock 
Park's regime. 

The prominent Korean dissident 
Kim Young Sam, leader of the Council 
for the Promotion of Democracy, has 
attacked Chun's visit as the "second 
national sell-out," implying that the 
current visit to Tokvo will devalue 
South Korea's national dignity no less 
than the 1965 normalisation. The Ko- 
rean National Council of Churches, 
which often airs dissident views, 
echoes Kim's criticism. The dissidents 
have no patience with the nuances of 
official Japanese “regret over the past” 
and demand nothing less than an un- 
ambiguous apology from  Hirohito 
himself to expiate the guilt of past at- 
rocities against the Korean people — 
exactly what the Japanese rightists de- 
clare to be intolerable. 

The core of student opposition to the 
Chun visit is led by the Student Christ- 
ian Federation and the Ecumenical 
Youth Council of Korea, estimated to 
have a combined membership of sev- 
eral thousand. But on the whole they 
have failed to gain popular backing 
The institutional opposition parties 
have stayed close to the middle of the 
road, careful not to lose their own cred- 
ibility by identifying too closely with 
government policy but also not want- 
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"We hope the visit," said Korean 
Democratic Party spokesman Mok Yo 
Sang, ' ‘will lead to a mature relation- 
ship. 

» Bn the daily Dong-an Ilbo, which 
is quick to take exception to govern- 
ment policy which it feels could com- 

romise South Korea dignity, has 
ent a cautious endorsement to the 
Chun visit. Hirohito scheduled a spe- 
cial 20 minute farewell reception for 
Chun at the government guest house 
on 8 September, a protocol touch de- 
signed to offset the critical press 
scrutiny in South Korea of the em- 
perors calculatedly ambiguous formu- 
lations. 


or most of the decade before 
Fe: ascendancy in 1982, 

Japanese-South Korean relations 
were allowed to drift deeper into 
mutual distrust. Japanese officialdom 
was stunned in 1973 when South Ko- 
rean opposition leader Kim Dae Jung 
was kidnapped from his Tokyo hotel 





room by Seoul's secret agents, an af- 
front which Tokyo seemed to recipro- 
cate — if unintentionally — with the 


1982 "textbook controversy" which 
wounded South Korean pride by wat- 
ering down the official classroom his- 
tory of the Japanese occupation of 
Korea. 

Nakasone is given credit on both 
sides of the Tsushima Straits for 
breaking with the psychological 
negativism of the past. South Korea 
was the first country the new prime 
minister chose to visit, and his January 
1983 visit took place within two 
months of assuming office. It was the 
first time a Japanese prime minister 
had visited Seoul officially. And it was 
the first time a Japanese prime minis- 
ter had defied the bureaucracy — the 
Foreign Ministry strongly urged 
Nakasone to cleave to tradition and 
visit Washington first — to launch 
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Seoul paved the way for agreement on 
a US$4 billion Japanese aid package, 
providing a dramatic solution to the 
acrimonious stalemate behind which 
lay the question — never officially 
acknowledged by Tokyo — of whether 
Japan is indebted to South Korea for 
shouldering a heavy defence burden 
which contributes to Japan's security 
as well. Most important, it convinced 
the South Korean establishment that 
— for the first time — Seoul now had a 
partner in Tokyo willing to take the 
risks of maimuki (forward-looking 
posture) over the inherently conserva- 
tive nemawashi(consensus- building). 

Since then, the remote and often 
testy relations between Japanese and 
South Korean leaders have been eased 
by a new tone of mutual respect and 
confidence. Nakasone addresses Presi- 
dent Chun Doo Hwan as “Gakha,” Ko- 
rean for “Your Excellency” while 
Chun calls his Japanese counterpart 
“Nakasone-san”, The two consult reg- 
ularly over the telephone — a special 


"hotline" between the Blue House and 
Nakasone's office has recently been in- 
stalled on such topies as South 
Korea's proposal for a Pacific summit 
conference and Japan's trade and 
security iniatives at the seven-nation 
London economic summit in June. 


not removed the competition be- 
tween these two dynamic East 
Asian countries, but it has helped to re- 
strain the tendency on both sides to 
rush into misunderstanding. Seoul was 
much impressed by Tokyo's quick 
reaction to the Soviet shooting-down 
of a Korean Airlines jet last year and 
Japan's persistent demands to Moscow 
for an adequate explanation, which 
Seoul was not in a position to pursue 
since it has no diplomatic relations 
with the Soviet Union. 
Japan was also seen to come out 
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t e. | earl i initse onde ^m. mnation of the bomb: 


blast in 


angoon, which Seou e 
nounced as a North Korean plot to as- 
sassinate virtually its entire leader- 


ship. More recently, Nakasong has 
turned down Chinese advice to* nor- 


malise relations with North Korea for 
the sake of stability on the peninsula; 
acknowledging in practice South 
Korea's concern to restrain the scope 
of relations between Pyongyang and 
Tokyo. 

In all of these moves Nakasone has 
been seen to take South Korea's part. 
This has helped to disarm those in 
South Korea's business and govern- 
ment elite who have alwavs feared that 
Japan — after sitting on the fence for 
years — would take sides in interna- 
tional questions only at Seoul's ex- 
pense. But now Nakasone, who stands 
on the right of the Japanese political 
spectrum, and Chun, who in turn has 
no strong objections to Japan assum- 
ing a more prominent role on the global 
stage, evidently share common views 
on the problems surrounding ‘East 
Asia. 

Washington also welcomes this “sec- 
ond rapprochement" between South 
Korea and Japan since cooperation be- 
tween the two is critical to its own 
plans for containing the expansion of 
Soviet power in the Pacific. And 
though any open security cooperation 
between Seoul and Tokyo is ruled out 
for sometime to come, an improvement 
in political relations can only help to 
strengthen the third leg in the triahgle 
formed by the separate security rela- 
tions the US maintains with. both 
countries. . 

China has given a qualified endor Se-, 
ment to the Chun visit, though Peking 
is concerned that North Korea's grow- 
ing isolation could dangerously de-' 
stabilise the peninsula. Peking has al- 
lowed the Tokyo visit of Vice-Premier 
Li Peng to coincide with Chun’s, indi- 
rectly associating China with the rap-, 
prochement of its two neighbours.) 

The widespread political and dip- 
lomatic support for the Chun visit has 
obscured the shrill attacks from Rádio 
Pyongyang, which denounces the mis- 
sion as “a criminal trip,” and by the 
same token it has helped Nakasone to 
disregard the opposition from the Ja- 
panese Left. 

On balance, Japanese and South Kos 
rean officials seem satisfied that the 
trip embraced a rare meeting of minds, 
and proclaim emphatically that it was 
worthwhile. In the words of one offi- 
cial in Tokyo, Japanese are of the opin- 
ion that “we have to live together in 
peace, we are neighbours, we should 
avoid harsh competition or unreasona- 
ble friction.” In Seoul, officials accom- 
panying Chun said his sights are fixed 
to the future, and are confident that 
Chun's gallant response to the. em- 
perors "expression of regrets" will 
outweigh the critics in both countries 
who would like to see the visit ulti- 
mately backfire. o 
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By Charles Smith in Tokyo 
J apan and South Korea are bound by 
a "strong community of interest in 
the development - ofeach other's 
economies, " 
panese foreign minister and noted 
economist Dr Saburo Okita. That does 
not alter the fact that the two sides also 
have plenty to argue about, and at the 
talks between Japanese Prime:Minister 
Yasuhiro Nakasone and: South Korean 
President Chun Doo. Hwan it was ex- 
pected that the emphasis would turn 
out to be on a conflict, rather than a 
community, of interest .— though the 
sharp edges of the debate would be 
rounded off in what is said. publicly. 
South Korea's fundamental griev- 


ance against Japan is that 1t. has been 
"deprived" of some: US$25. billion in 
foreign exchange over r the pasta 20 years 


as the result of the chronic imbalance 
that exists in favour of Japan on bilat- 
eral trade. Japanese politicians and of- 
ficials point out that South Korea is 
the only nation in the world that insists 
on reckoning trade imbalances on a 
cumulative basis rather than annually. 

They also claim, with more than a 
shade of arrogance, that the imbalance 
with Japan is, in an important sense, 
"good" for South Korea. This is be- 
cause Japan's exports consist almost 
entirely of semi-finished materials and 
capital goods, which South Korea can- 
not or does not make for itself and 
which it needs in order to develop its 
economy. 

However, the argument does not, by 
any means, end here. One of the key 
questions in Tokyo-Seoul relations is 
whether Japan should be doing more, 
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South Korean electronics plant: conflict and community. 


though Japan's global tariff structure 


| average tariff levels ignore the effect of 


| could make it less helpful to. Seoul. 


tually. be ir terpreted in a way damag- 


restructure its economy so as to be able 
to reduce its imports of machinery and 
semi-finished materials: Another 


question is whether, behind a facade of 


free trade, Japan has been doing its 
best to block the import of some of 
south Korea's more competitive pro- 
ducts. 

South Korean trade officials in 
Tokyo seem inclined to suggest that 
Japan is not as fair to their importsasit 
pretends to be though, when pressed to 
support their case with facts and fig- 
ures, they are apt to retreat to 
generalities. "Administrative guid- 
ance" dished out by the Ministry of 
International Trade and Industry 
(Miti) viaimporters' associations to the 
individual trading companies that 
handle the Duk: of South Korcan im- 





ports, is alleged to be one pervasively 
used technique. Tariff policy is men- 
tioned as another problem area. 

The South Korean side claims that 


is highly liberal, the average level of 
tariffs on goods imported from South 
Korea (and other newly industrialising 
Asian countries) is more than double 
the global average. Japanese trade of- 
ficials retort that Seoul's figures of 


Japan's generalised system of prefer- 
ences (GSP), under which a sizable 
proportion of South Korean exports 
enter the country without paying any 
tariffsatall  . 

Japan's GSP system, however, has 
been revised this year in a way which 


Whether the new regulations will ac- 
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with Tema. fo non-tariff 
(NTBs) South Korean Govern 
sources claim that half the pro 
the nation exports, or tries to expor 
Japan are subject to non-tariff | 
riers, which range from quotas (on 8 
and leather, for ene M j to ir | 
requirements or informal 
that a given product contain a ce 
proportion of Japanese compone 
Officials at Miti, whose dossier n 
seoul-Tokyo trade problems may be 
one of the most elaborate ever pr 
pared for a meeting of heads of gove 
ment, claim that more than half-of 
N'TBs perceived to exist by Seoul d 
plain misunderstandings. 2 
A typical instance of such misun 
derstandings cited by the Ja an 
side concerns tsumugi, a special: 
of silk fabric originally develw 
the small Japanese island of : 
Oshima but which South Koi 
ports to Japan with the words Ac 
Oshima tsumugi (genuine ( 
tsumugi) woven into the cloth. 
It also carries a label saving " 
in Korea" when if leaves the fac 
but Japanese officials sav that thi 
removed by the Japanese importer: 
fore the fabric reaches the market. ' 
insistence by Japan that South Kon 
tsumugi makers should correct 
“misunderstanding” about the « 
of their product by weaving "M; 
Korea" at least once into every bà 
cloth, has been branded as an N” 
the South Korean side, Miti 


elaimis. 


f arguments over Japan's 
manoeuvres to block South 
imports seem tortuous, the qu 
what steps are being taken by 
limit imports from Japan 3 
equally murky. Japan claims that 
South Korean Trade and Ine 
Ministry operates an import-diver 
cation policy which has the effei 
placing under special licence re 
than 100 industrial products boug 
from Japan. 
The policy, as originally draft 
made no mention of Japan but instea 
entitled the ministry to approve ir 
ports from whichever nation had en- 
joyed the largest bilateral surplus with | 
South Korea in the year preceding the 
date of import. When Saudi Arabia. 
temporarily replaced Japan in 1982-as 
the country running the largest trade 
surplus with South Korea, the ministt 
reworded its formula to read: “Th 
country enjoving the largest bilateral 
trade surplus over a five-year period.” 
This country, of course, is still Japan. 
Compared with the nitty-gritty ar- 
guments taking placeover trade issues, 
discussions between Japan and South 
Korea on technology transfer have st 
far focused on more general principles. 
However Seoul's mounting demands i 
this area —and Hiew very OM ent wa 
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uld be for Ja rd to show more than 
sual “generosity” in helping South 
Korea to upgrade the quality of its in- 
dustries by beitig, willing to transfer 
te hnology. Dust 
apan's trade officials — at least in 
conversation with foreigners — seem 
illing enough to accept the South Ko- 
rean claim that technology transfer 
ought to be a vital element in the two 
intries’ economie relations. How- 
r, they reject the notion that Japan 
AL an. “obligation” to help South 
orea because of Seoul’s defence ef- 
ort and they are unwilling to admit 
t there is anything the government 


point which is made in forcible 
S by some Miti officials is that a 
in "contrast seems to exist (or 
to. have existed until recently) 
en South Korea's thirst for Ja- 
- technical. expertise and the 
welcome it gives to Japanese 
rial investment. 

pan. remains easily the largest 




































have not been particularly happy 
apanese companies attempting to 
e things on South Korean territ- 
A number of large Japanese man- 


































Corea in 1980 and 1981 claiming 
heir operations were being im- 
'y an increasingly complex net- 
x of official regulations. 

fiti officials note'that Seoul has re- 
ly turned over a new leaf with re- 
d to foreign investments by revising 
basic law on foreign capital. Whe- 
ier this is really going to make life 
isier for Japanese investors — and, if 
whether the climate will have im- 
ved for an interchange of technical 
know-how as well as investment.— is 
something on which the ministry pre- 
fers to reserve judgment for the time 
being. 

"The irony of the squabble Bel ween 
okyo and Seoul over trade and tech- 
nology is that both sides continue to 
ed. each other however much they 
may dislike the fact. South Korea’s 


“industry, which now includes some of 
>the largest and most highly automated 
JA yards in the world, could not survive 
without imports from Japan of engines 
and electronic equipment. Conversely, 


Japanese "car. mak r$. would. Tae 
He uy touse | issue. 





: Sou h Korean newpapers carried a list 
of 47 items of technology which com- - 








d do by way of guiding industry to | 
over industrial know-how. A. 


|. of the Chun visit | 
| quests could cause difficulties. - 
Japanese e electronics companies, for | 


seas investor in South Korea both | a 
ms of the number of projects so. 
ed and in terms of cumula- 1 
. Despite this, the past few - 


turing companies withdrew from. 


formidably competitive shipbuilding | 





panies there hope to obtain from their 
Japanese opposite numbers — if neces- 
sary as a result of "prompting" by the 


Japanese Government. 


The list includes eight items related 
to the steel industry, one of the two sec- 
tors in which South Korea's recent ad- 
vances have been viewed with especial 
concern by Japan. Other industries co- 


vered include textiles (five items), ship- 


building, computers and computer 
software, video tape-recorders (VTRs), 
paper manufacturing and coating, and 
integrated circuits. 

South Korean Government officials 
have claimed, that. the technology 


shopping list focuses on “‘middle- 


brow" items. rather than advanced 
technology and on production rather 


than product technology. Despite this 


there were indications before the start 





] "trade deficit with Ton por re- 
mained persistently large while pros- 
| pects for the future only point towards 


even greater imbalances: 


verse the trend could prove the most 


Hwan's Tokyo visit is eventually: sus- 


tained by substance. 


The sheer size of bilateral trade — 
nearly US$10 billion a year alone — 
has astonished,.and in many. ways 
overwhelmed, policymakers on both 
sides of the Tsushima Straits. Two- 
thirds of South Korea's US$3.35 bil- 


lion of exports to Japan last year were 


composed of agricultural and fishery 
products together with light-indus- 
trial goods such as clothing and foot- 


wear. But this was offset by nearly. 
double the value (US$6.23 billion) of 
intermediate industrial materials and : 
capital goods imported from Japan to. 


keep the nation's export-oriented 
plants at work. 
The trade deficits have mounted 


| steadily from US$2 billion in 1982, to 


US$2.88 billion last year; and already 


in the first half of.1984 South Korea's 
imports from Japan exceed trade going. 
: S$ oak billion. The | 
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assistance in n the design and manofac- 
ture of VTRs even though two Japanese 


at many of. the re- | 


ca 


Whether . 
Tokyo and Seoul can find ways: to re-: 






South Korean oe pene ts, fer | 


companies, Sony and Victor, have al- 
lowed South Korean companies the 
use of their patents. South Korean 
sources say that the patents were re- 
leased only after several South Korean 
companies had discovered how to 
make VTRs on their own — and that 
they have been hedged around with 
severe export restrictions. | 
Japanese reluctance to transfer 
technology reflects fears of what some 
businessmen have described as the 
“boomerang effect” of helping South 
Korea — in other words it is felt that 
Soüth Korean products made with Ja- 
panese expertise could end up driving 
Japanese manufacturers out of their 
owh. home market. South Korean 
spokes ien have described this fear as 
being #réssly exaggerated. They also 
say that there is no possibility in the 
foreseeable future of South Korea be- 
coming the technological equal of 
— CHARLES SMITH 
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| South. Korean goods and. point to 
.Tokyo's niggardly. attitude towards 
“tariff reductions, the general scheme 
|] of preferences (GSP) and non-tariff 
difficult test of whether the symbolic | 
accord sealed by President Chun Doo- 


impediments such as complex inspec- 
tion systems and exclusive distribu- 
tion chains, all of which work to 
limit the scope of South Korea's ex- 
ports. 

Averaging 9%, the tariff rates on im- 
ports from South Korea are three times 
higher than the 3% average levied on 
all Japan's imports from other sources. 


| Some import quotas under Japan's 


GSP scheme are so. small that South 
Korean exporters fill them within 
months, if not days, of the start of the 
trade year. The GSP quotas on menthol 
imports from South Korea, for exam- 
ple, expired in three days and those for 
bicycle-tyre - see tenes in four 
months. .. 

South. Korean figures indicate that 
only 1296.0f its exports tò Japan are 


Subject to formal trade. restrictions, 
- but an additional 64% are restricted by 


non-tariff barriers such as customs- 
clearance procedures, inspection sys- 
tems, and administrative guidance. 
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used. 

Imports of glutamin soda require an 
official recommendation, while fishing 
rods, certain steel products and elec- 
tronic goods must be accompanied by 
documentation verifying and approv- 
ing officially specified minimums of 
Japanese manufactured components. 
Cosmeties may be imported and sold 
only by Japanese nationals while 
South Korean companies are barred 
from bidding for contracts given by 
Nippon Telegraph and Telephone Corp. 

These hurdles are just the first South 
Korean goods must overcome on their 
way to the Japanese consumer. Japan's 
internal market, centred on wholesale 
middle-men, is a nightmare even for 
South Koreans who smugly consider 
themselves well advanced in under- 
standing the legendary mysteries of 
the Japanese market-place, Recently, a 
Tokyo department store which was 
negotiating a supply contract with a 
South Korean exporter was warned by 
one of its wholesalers that it risked 








t least one Korean has made good 
in Japan where most of his com- 
patriots suffer from an ancient social 


— prejudice. Takeo Shigemitsu, the 62- 


year-old founder and president of the 
Lotte group of companies, who is call- 
ed called Shin Kvok Ho in Korean, has 
risen to the top of Japanese business 
and social life, while still managing to 
retain his roots as well as a substantial 
business empire in his native South 
Korea. 

Shigemitsu's Lotte conglomerate is 
built around chewing gum, confection- 
ery and fast-food outlets, but it has 


spread into construction, petrochemi- 


cals, aluminium, property, film, 
machinery and hotels. But Shigemitsu 
is perhaps best known for the profes- 
sional baseball team owned by and 
named after his company. 

In Japan, Shigemitsu’s Lotte com- 
panies are brightly advertised and pre- 
Stigious. He employs only Japanese 
citizens; he does not hire Korean resi- 
dents of Japan, a policy that was 
deeply thought out, Lotte officials say. 
The vice-president of the group is a 
former Japanese Finance Ministry of- 
ficial. Shigemitsu is known to have 
good relations with top figures in Ja- 
panese society, including former prime 
minister Nobusuke Kishi. 

But Shigemitsu also has a good repu- 
tation among pro-South Korean poli- 
tical activists. "He is often invited [to 
South Korean political functions| and 
sometimes attends," a long-time friend 


28 


which’ can n provokea great loss of face, 


and of business. 

A South Korean trader recently 
made a vain effort to establish a direct 
supply line from a Japanese manufac- 
turer of nautical equipment in hopes of 
cutting through the wholesale system 
and saving on the substantial commis- 
sions to Japanese middle-men. He soon 
gave up in face of a total blockade of 
supplies from all Japanese sources. 
"Its like peeling onions, layer after 
layer," according to one newspaper 
comment. 

At the latest bilateral trade meeting 
in Tokyo shortly before Chun 's visit 
the 16th in as many years — South Ko- 
rean officials asked for tariff reduction 
on 50 items, including textiles and 
footwear, and the removal of non- 
tariff barriers restricting 33 items. Ja- 
panese officials judged the restrictions 
on fiveitems in thelatter category to be 
necessary to protect domestic indus- 
try, and brushed aside the remaining 


The chewing-gum king 
proves Koreans can do it 


— By Hikaru Kerns in Tokyo 


4 


of Shigemitsu said, adding: “But he is 
not all that political.” 

Shigemitsu has a Japanese wife and 
his two sons attended a Japanese uni- 
versity, the elder now working for the 
food division of Mitsubishi Corp. and 
the younger for Nomura International. 
In South. Korea, Shigemitsu has one 
daughter by a previous marriage to a 
Korean woman but is said to maintain 
a low profile with not particularly 
good political connections. 

Shigemitsu has been far more suc- 
cessful at business in South Korea than 
in Japan, though he got his start in 
Japan when he seized the market for 
chewing gum shortly after the Pacific 


























| ar 
and differences à in perception.” 

“Their attitude flabbergasted me,” 
commented an official from the South 
Korean Ministry of Trade and Industry 
(MTT). 

The heart of the problem, from 
Seoul s point of view, is Japan's own 

"one-set" industrial structure, in 
which existing processing industries 
minimise the need to import finished 
products. South Korea's industry, on 
the other hand, is structured so that the 
more it exports to the world markets 
the more it needs to import Japanese 
semi-finished industrial imports and 
capital goods. The Japanese "want to 
do everything themselves, and don't 
allow us to add value to our exports [to 
Japan|,” said Han Duck Soo, director 
of MTT's Asian division. 

Seoul hopes to offset this "struc- 
tural" trade imbalance with imports of 
high-technology from Japan. But 
while inconclusive negotiations drag 
on, younger bureaucrats and managers 


War ended. Since the Lotte group in 
Japan is not publicly listed, Lotte offi- 
cials will not release figures on its pro- 
fit and assets. But it claims that sales in 
1983 totalled ¥220 billion (US$912 
million). Of this amount, confectionery 
accounted for ¥150 billion and fast 
food for ¥45.5 billion. However, com- 
pany officials say that Lotte opera- 
tions in South Korea are roughly dou- 
ble those in Japan. 

Figures from Seoul place the Lotte 
group's capitalisation in South Korea 
at US$220 million, which in turn is di- 
vided among 22 companies, of which 
the largest is the lavish Lotte Hotel and 
the second-largest Honam Petrochem- 
icals 

Lotte is also trying to establish 
hamburger and fried-chicken outlets 
in South Korea, following its head-on 
competition with McDonald's in 
Japan, where Lotte has defiantly built 
outlets as close as possible ‘to 
McDonald's branches. 
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"They are uncomtor table with the Ja- 
panese language, and prefer English, 
French or German if they must tackle 
technical manuals at all. As the colo- 
nial generation fades away, a greening 
process is taking place in the South 
Korean industries, placing most of top 
20 chaebol (zaibatsu) groups under 
control of second-generation owners 
in their 30s or early 40s to whom a Ja- 
panese is “just another foreigner.” 

This is an ominous trend for Japan's 
long-term. interests in South Korea 


But it may also be inevitable as Europe | 


and the US become more competitive 
in the South Korean market. This 
means that Tokyo will need to rely in- 
creasingly on policies which cultivate 
goodwill between the two countries, if 
itis ito preserve its large stake in the 
. South Korean economy. 





Although not a recluse, Shigemitsu 
shuns personal publicity and parts of 


his remarkable career are vague. He 
. does not appear to bear the psycholog- 
ical.sears characteristic of many Ko- 
rean residents in Japan. For one thing, 
he came to Japan as a teenager from a. 
relatively wealthy family and attended 
the prestigious Waseda Technical High 

School in Tokyo, studying engineering. 

During the war he worked at a mili- 
tary-equipment factory and then, ac- 

cording to an associate who knew him 
in those days, worked for a Korean en- 
trepreneur. A part of this company ex- 
perimented in making chewing gum, 
which was at the time a prized item 
among children due to the American 
influence. 

Shigemitsu started his own company 
making cosmetics in 1946 and in 1947 
began the production of chewing gum 
using artificial substitutes such as 
resin and saccharine to compensate for 
shortages of natural materials. 
Shigemitsu also had a knack for ag- 
gressive adver tising. His Lotte fortune 
was invested a step at a time to diver- 
sify into other product lines such as 
cakes, biscuits and sweets. Then, ac- 
cording to a Seoul report, Shigemitsu 
began to make investments in South 
Korea in 1967, initially concentrating 
on confectionery and diversifying into 
a major cohglomer ate. 

' Shigemitsu gives the impression of 
. quiet dynamism, an "absolutely self- 
confident man,” said a South Korean 
academic who used to know him well. 
The mystery of the man deepens when 
one learns that the name "Lotte" 
comes from "Charlotte," the young 
romantic heroine of Goethe's novel 
The Sorrows of You ng Werther, a book 
© that made a great impression on the 
'oung Shigemitsu. l 
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The old bee on polities in RU British territory Has duddedly- 
been lifted, with 13 years for local politicians to take over 


By Emily Lau in Hongkong. 


fter 140 years of colonial: rule, 
| Hongkong’s. people are sudi lenly 
confronted with the task. of. tryi 
assume responsibility for government 
in less than 13 years. Many do. not re- 
lish the prospect but realise that if they 
cannot prove to themselves and.to the 
rest of the world that they are capable 
of filling the political vacuum. left by 
the British withdrawal in: 1997, Pe- 
king's interference will beinevitable. 
With this backdrop, the sceneis now 
firmly set for fierce competition in 
next year’s district board elections in 
which leftwing (pro-Peking),. right- 
wing (pro-Kuomintang), pro- "MORES 
kong Government and neu- |... 
tral candidates will contest 
the 236 elected seats o 
19 boards. The winner 
form a majority in the. elec 
toral college which will 
select at least six members 
to the Legislative Council: 
(Legco), the territory's law- 
making advisory body. 
Politics. had previously 
been regarded as taboo ‘by | 
local Chinese, who did not | pe 
have a sense of identity or of- 
belonging in the. British terri ory. 
Their interests were in making money. 
and possibly finding another country 















in. which to settle permanently. But- 


that attitude is changing as Hongkong 
prepares to shed its colonial status 
and as emigration becomes increasing- 


ly difficult, except for the super-rich . 


and some highly - sought- -after ptos 
fessionals. 

Come what may in the Sino- British 
negotiations, China will resume sover- 
eignty on. 1 July 1997. Peking has 
promised Hongkong that it can. retain 


its capitalist system for 50 years and 


that the Hongkong Special ‘Adminis- 
trative Region will be administered by 
local people. av 

To prepare. Hongkong’ s people for 
self-government and tó facilitate an 
honourable . British withdrawal, the 
Hongkong ‘authorities published a 
green paper in Jüly proposing to set up 
a system of government which can 
represent authoritatively the views of 
the people and which is more directly 
accountable to them. Since publica- 


tion, the government has been accused" 





of being insincere in its claims to turn 


over the reins.of power to the people 


qus 5th h Column jg40) . —— 
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that more than six members- 








members will be selected by an 
toral college of Urban Council 
gional Council and district > 
members. An equal number w 
elected by functional groups st 
lawyers, doctors, teachers, trade t 
ists and ip i is 





intr duced in two. stage s: wm 19854 4 
1988, starting with six elected by ti 
electoral college and six by fun 
groups, to be doubled to 24 in the 8 
ond phase. 

The idea that one particular 
district might have a majoriti 
hence control the electoral col 
4 beginning to worry 

£thorities. In the Ck 


















































appoi nted 
ap E ic Lal 


fort Waste force. 
Con ares ible v 





EET io [pres At pres en 
18 district boards: after th 
elections next year, there wil D 
One. implication of such a m 





have to be elected to Legeo, an 
may not be a bad thing. Given t 
problems of intense politicking. : 
unfair representation may arise f 
the electoral college svstem, the 
ernment might considerit bet 
each district board to elect 
member to Legto. 
The government is also undersi 
to. be considering increasing 
number of Legco unofficiais ele 
functional groups since the propos 
six are woefully inadequate toco 
the numerous fields. This might 
expanding Legco membership f 
the present AT, possibly even doubli 
it. 





hile the government feared ti 

‘the electoral college might i 
dominated by one interest group, sor 
pressure groups accuse it of trying tà 
do exactly that. This, they. claim; a 
aimed at minimising the possibility: 





nasty surprises and to prevent “une 
d ded members from reach) 


Legco. Some groups which are fek 
their own candidates next Maret e 
mate that. government, . 



















































7 10, help r proved invaluable 
1 La. 


nes. hotly "Benied any pice to 
inipulate the electoral college. but 
mitted that the government had 
een encouraging "people who show 
terest in local leadership and evi- 
lence of ability to lead" to run in next 
'ear's election, such as aréa committee 
r mutual-aid committee chairmen. 

On 15 August the government em- 
rked on an elaborate one-and-a- 
1f-month campaign using pop songs, 
ppet shows and TV commercials to 
e the public to register as voters. 


ple in Teiskon, 2.9 million can 
The government hopes that 1.5-2 
ion will register. 
his may seem over-optimistic in 
w of the low turnout at the last dis- 
ct board elections. In. 1982, when 
iversal franchise was granted for the 
st time in Hongkong’s history, only 
0,000 people registered and on elec- 
n day only 13% bothered to cast 
ir ballots. 
ne reason for expecting a much 
igher turnout next March is partici- 
jon. by — leftwing organisations, 
ily the trade unions. In the past the 
Peking Hongkong Federation of 
» Unions (FTU) has tended to stay 
from politics. It has also been 
sus in controlling its 171,000 
x ibers to avoid confrontations with 
us employers. But in thé new political cli- 
1e F ias de ided to mobilise 


wd 

















its member 





lu s and by making avail- 
i erful public-relations 


_ the welfare o 


as many as 300,000 tor register. - | | 
, FTU vice-chairman Cheng Yiu- -tong 
said the group decided to take part in 


the political process because it wanted 
a role in the transformation of Hóng- 
kong from an undemocratic adminis- 


tration to an autonomous government. 


He said the present colonial system 
must be changed. In order for the 
workers to be able to make construc- 
tive suggestions, they must first par- 
ticipate and understand how the sys- 
tem works. 

Privately, the FTU policy is under- 
stood to be "to participate and to ex- 
pose" — that is, to take part in the col- 
onial political process and reveal its 
failings. Cheng denies that, but says 
Legco and the Executive Council are 
appointed by the government and are 


not representative of grassroots in- 
terests. The FTU hopes to raise its 
members' political awareness so they 
can participate meaningfully in the fu- 
ture government. He said the workers 
only look for participation, but will 
continue to play a secondary role in 
Hongkong's capitalist system. | 

Cheng said the FTU will not sponsor 
any candidates in next vear's elections, 
but will support individual members 
who wish to run. He said the influence 
of the Left has been overestimated. 
"We may ask our members to register, 
but we cannot force them to vote," he 
said. 


P» ome political observers believe 
Cheng may be right. In facet some 
pressure groups say the FTU may have 
a nasty shock next March when it dis- 
covers that support among the rank 
and file is not that solid. They notethat 
the unions have not been looking after 

















time for st 
of their members particu- i Tf Lk els 





he Hongkong: 
parties as such, sever: 
fessionals are mobilisi 
sponsor candidates. 


| applied to form an as 


at sponsoring candidé 
and providing Hongk: 
ship to fill the politica 
the British. The gr 
former senior civil st 
academics and busine 
to present “pragmatic 
centralist policies.” 

The Hongkong bran: 
ficial Xinhua newsage 
to comment on the for 
cal parties in the territ 
tor Chen Bojian said tk 
tish are responsible foi 
until 1997;'any. Chin 
ment ori.the. pros and 
Parties oz be regal 
ence: 3 
Another Won form 
rect control by pro-F 
the "Peking yes-men s: 
become increasingly 
are many opportunis! 
curry favour with Peki 
advancement. For suc 
over the reins of powe 
would, to many peopl 
ping the present coloi 
puppets controlled by 

Another political fo 
emerge is the pro-Tai 
though its power bası 
gressively eroded ove 
group still has a sizat 
Peking is sincere in pr 
ity and prosperity, it. 
hard to squeeze out th: 
tion. | | 
If the Labour Advis 
tion on 30 August is àr 
terests of all sides wil 
represented, though 
that the rightwing infl 
tinue to sag. The pro 
Times Hongkong bure 
Chiang, said the rig 
quite powerless and kn 
numbered. 

However, given the 
history of allying wi 
triad forces to cause ci 
the possibility of the ri; 
ing hàvoc cannot be i 
Chiang took pains to s: 
definitely not in Taiw 
see Hongkong dest: 
Taipei might then be c 
the immediate problen 
gration by Hongkong r 

So the Left, Right: 
mobilising. their forces 
for power. As one dif 
commented, 12 years: 





















present rise to prominence. And helping ma 
along the w ay to success has been ScanDut« 
the E uropean scene - the continents most i 


markets, its most influential buyers. So whet 
The story of textiles runs like a thread through history. produce blue jeans or suits, woven goods o: 
The rise and fall of entire e mpires following its course. We'll get your orders there in style 
Wool powered England to commercial prosperity. Cotton 
changed the face of the United States. Japan's industrial e D t h G 
might owes a continuing debt of thanks to silk. can UTC 
Textiles have played no small part in the Far East's WHERE GARMENTS GO 1“ ( 
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American Express International Banking Corporation 


An American Express Company 


Switzerland United 

Taiwan Kingdom 

Turke Uruguay 

UnitedArab Venezuela 
Emirates 





In the world of 
international banking, 
apro our name 

makes a difference. 

For over one hundred yi ) 
American Express has meant excels 
personal service 

Today, with the added strengt! iff 
iated Trade Development Banks, A | 


Express Bank continues this tradit 
offering an array of financial 
banks can equal 

American Express Bank offer 
range of international banking se 
business: commercial banking 
finance, correspondent banking 
equipment anda contractor ina 
foreign exchange facilities 

We provide \ irtually ever 
private banking service youre lik 
as well—from the Gold Card" 
asset management services 

As an American Express comp 
of a far-reaching global network 
offer you this broad spectrun 
and business banking service 
in the maior world centers, but 
89 offices in 39 countries 

American Express Bank. Oui 
really does make a world ot di! 
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nternational Irade Argentina Switzerland Trade 2, Place du Lac IC: UX “SS : | 
tgency, Florida Development Bahamas United Development 1204 Geneva Americ an E Apie - Da " s 
9 Brickell Ave. Bank offices: Brazil Kingdom Bank, Geneva Switzerland Gl | | F | | 
fami, Fla. 33131 France Head Office HODU Financ ial Nerwort 
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Monaco 


There have always been hotels 
that live up to vour expectations. 
Now theres one that exceeds them. 


Seoul Hilton International 





Convention and Exhibition Centre with capacity of 3,500 persons is now open. 
For reservations call vour travel agent, any Hilton International hotel 
or Hilton Reservation Service. 


Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asias frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 








At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 





if it doesn't say Canon, 
it’s just another copier. 


Canon Copier 


i 






















And Canon’s NP 150 and NP 155 deliver 
just that, with Automatic Exposure 
at 15 copies per minute. 


The NP 155 has an additional 
zoom for accurate enlarge- 
ment and reduction. 


Cut off the name Canon and you're 
taking a chance. The chance that your 
copier won't deliver consistent high 
quality copies and cost performance. 
Copy after copy. 


Quality control and research and 
development mean more than ever 


before in today's productivity Canon. It's the name 


you can count on 


conscious world. for quality and 
efficiency. 
Official copier : 
"Ai. 
Bh ASIAN CUP 1984 SINGAPORE 


CANON SINGAPORE PTE LTD For further information, please contact Hong Kong Jardine Marketing Services Ltd 

Tel 8373721 Indonesia P. T. SAMAFITRO Jakarta Tel 355521 Malaysia Muipha Trading Sdn Bhd (Canon Division) Tel 572233 
Philippines Datagraphics Inc. Metro Manila Tel 85-50-11 Singapore Canon Marketing Services Pte Ltd Tei 273-5311 Thailand 
FMA Corp. Ltd. Bangkok Tel 235-0158 India Chowgule Industries Ltd. Bombay Te! 2026182 Pakistan Paramount Business 
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When was the last time 


you had a choice of 
sleeping arrangements? 


E 





PIS. 

Only Philippine Airlines offers you a choice of As the first Asian airline to fly both to North 
sleeping arrangements when you fly First Class on board America and to Europe, we know how to provide you 
our all-747 services to North America and Europe. with the total comfort you expect when flying First Class 

We were the first airline to offer 14 full length on a long journey. Now with an exclusive choice of 
Skybeds in our private Cloud Nine bedroom. Skybeds sleeping arrangements. 
that are certified for landing and takeoff, and assure an Next time you fly First Class to North America or 
uninterrupted rest all the way to your destination. Europe, book your preferred flying and sleeping 

Now, you have an additional choice of sleeping arrangements with Philippine Airlines' all-747 services to 
arrangements. New luxurious Siesta Seat recliners for the U.S. West Coast and the major capitals of Europe. 
those who prefer to move around between snoozes. There has never been a better choice. 

Asia's first airline. 








Catterwell, has taken us to task for 
the galaxy of metaphors which be- 
| July story passage ofa 






the key private. companies 

which appears on the fringe of the 
Carrian galaxy, but which may be one 
of its main constellations, has beén 


placed in liquidation. A: Hongkong] | 
judge oe ordered ine nE upo on appn vy 


2 Unlike most of the private com- 
‘\panies in the Carrian/George Tan 
arbit, Perak Pioneer did not start life in 
the galaxy. It was 8 previnusiy a small} |. 





Catterwell asks: could Philip E Bow- 

ring please elaborate his intriguing 
theory of the casmos, in which 
galaxies have fringes and key bodies 
are liquidated in orbit? Tell us more 
about life starting outside the 
galaxy! Is it a refractive aether that 
causes those inter-galactic optical il- 
lusions, whereby not just stars from 
other galaxies but whole constella- 
. tions miraculously "appear" as 
planets in the local galaxy, or could it 
be that there is another explana- 
tion? 

Bowring Goes the answers to 
 Catterwell's questions are, of course, 
contàined in our last issue, featuring 
telecommunications on the cover and | 
entitled Jumping over the Moon. This | 
is a reference to the Cow that Jumped 
over the Moon, a phenomenon first 
discovered by an  18th-century 
Chinglish poet and space explorer 
A. N. On. The name of the cow was 
Eva, which was actually the 
nickname for Extra Vehicular Activi- 
ty. Eva had a friend Pam (payload as- 
sist module) and together they went 
into Geosynchronous Orbit. 

Interested readers may transpond 
with these delightful creatures via 
the MUSE, or alternatively see 
them on the new pocket-size TV 
sets. 

Meanwhile, coming soon on the 
HDTV screens via glorious Saticom is 
the award-winning romantic drama 
Tropospheric Dust. The first episode 
is about whether Ariane will make it 
with Palapa on the rebound from a 
failed American affair. 

This galaxy of stars and other 
heavenly bodies can cater to any 
theories about the origin of the uni- 
verse. 

@ UP in Shanghai languishes a cer- 
tain businessman who confesses to 
feelings of frustration and depres- 
sion: he has been trying to establish a 
viable and reasonably profitable en- 
terprise (by which he means md 
Slightly morem 





Ce A READER in Bangkok Graham | 
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three yeari i Howh he's fi 
cure for his problems: 








GENITAL - 
TONIC PILL s| 


GENERAL TOMC AND 
GENI TAL: STRENGTHENER 





Made by the Tientsin Drug Manu- 
factory (my word, these Chinese en- 
terprises are sounding positively 
Californian these days!), the Sea 
Horse Genital Tonic Pills were “pre- 
scribed by a famous Chines phy: si- 
cian some 200 years ago. Owir ne 
incessant researches and the clinical 
improvement, we have rendered it 
the most ideal remedy: This medicine 
is prepared through the latest scien- 
tific process, and its main con- 
stituents are such precious drugs as 
antler, deer kidney, sea horse, tiger 
bone, etc. It is quite effeetive in 
strengthening the genital functions 
and in the treatment of general fee- 
bleness and depression, being one of 
the best nutritious tonics of mild 
| temperament most favoured by the 
public. ACTION: General and genital 
tonic, systemic. and brain 
strengthener. INDICATIONS: Gen- 
eral weakness, Poor nourishment, 





Anemia, Palpitation, Shortness of 


breath, Lumbago and pains in legs, 
Poor | memory and Consumptive 
coughs." 

Our businessman in Shanghai as- 
sures me that the pills are well on the 


way to curing his "general feebleness 


and depression" and also that he is 
becoming the smart and intelligent 
person he alway s wanted to be, due to 
the pills' "brain strengthening" ac- 
tion. He remains remarkably reticent 
on the tonic's:effeet on any other 
areas. | 

® A MINORITY shareholder 
Malayan United Industries (MUI 
one of the largest Malaysian con- 
glomerates) was very impressed with 
the company’s latest annual report, 
which he reckoned had cost a sub- 
stantial amount in designer's fees. 
But something about the cover design 
struck him as odd, though it was sup- 
posed, as the accompanying blurb 
stated, to depict "Bears of varying 
differentials meshing in complete 
harmony to achieve maximum pu 
ductivity.” ý H was, the O 


of 








E 


| 
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doubt trie — “except that, 


HAC ABR LAER rumes esu i i rto re LA ANE NORTE DEPART Ho ANDE Ner t HR LAESA VN MET eno p Sb Su rut EUN oa a rn M n phim tnt pesce Pei e dct 


‘tration could move and mesh in 





























Pits vast resources to wield h 


edi ns. 






Al” very fine sounding 









minority shareholder pointed 
there is no way the gears in the 7 








plete harmony: "The only 'inte rac: 
tion’. possible. for the gears as de 
picted is to ‘yield high returns in b 
P teeth." 

€ AN advertising agency 
French gru and which ob jus 
fluent in all the main languages ¢ 
Southeast Asia, obviously foun 
English grammar too much of a strai 
when it inserted its ad in the Yel: 
Pages of Manila's telephone direc- 
tory: 















with 
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€» 822-653 
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That ad was spotted by A. E 
Campbell of the National Philhar- 
monic Society in Makati whe has 
been reading the REVIEW for 27 years 

- five years longer than this Traveller ^ 
has been working for it. I would not, 
however, recommend that Atelier 92 
attempts to brush up its English with 
a certain teacher in Bangkok, whose 
ad (spotted by Giles Parker) ran in 
the Nation Review every day a 
week in June: 
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A nod to secularism 


The United Development Party formally adopts the state ideology 
of Pancasila, but intra-party tensions are intensified 


By Susumu Awanohara in Jakarta 


he first national congress of the 

United Development Party (PPP), 
Indonesia's 11-year-old Muslim politi- 
cal coalition, went smoothly according 
to script with the formal adoption of 
the state ideology Pancasila as the 
group's sole ideological foundation, 
the streamlining of its structure and 
the choosing of a new party leader- 
ship. 

In the process, however, the contro- 
versial John Naro, who retained his 
position as the party's general chair- 
man with the government's blessing, 
upstaged the Nahdlatul Ulama (NU), 
the largest component group within 
the PPP, and further alienated some 
Muslims who have supported the party 
in past elections. 

The government, convinced that the 
adoption of Pancasila by all political 
and social groups would put an end to 
suspicion and ideologically based con- 
flicts among them (REVIEW, 2 Aug.), 
congratulated the PPP on its accep- 
tance of the state ideology. Islam is no 
longer the PPP's ideological founda- 
tion but the party, it is said, will be free 
to express its Islamic nature through 
its programmes. But it remains to be 
seen whether the PPP can really be- 
come a credible “pillar of Pancasila 
democracy," supporting Muslim aspi- 
rations while at the same time keeping 
Muslims in check. 

Naro dominated the congress, held 
in Jakarta on 20-22 August. The man- 
ner in which he selected regional dele- 
gates to the congress, overriding con- 
flicting claims, was reminiscent of the 
way in which he chose the PPP's par- 
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liamentary election candidates in 
1982. At that time, Naro almost single- 
handedly eliminated many of his (and 
the government's) critics from parlia- 
ment. Even before the recent congress, 
it was clear that Naro would emerge 
from it stronger than ever. 

The three-day gala affair stressed 
that the PPP, now embracing Pan- 
casilla, was no longer an opposition 
group but a group with alternative 
programmes to those offered by the 
government-backed political organi- 
sation, Golkar. Another theme, how- 
ever, was that though all three existing 
political groupings — Golkar, the PPP 
and the Indonesian Democratic Party 

accept Pancasila, they will not 
merge to establish a single-party poli- 
tical system, which would be counter 
to "Pancasila democracy." 

The congress' opening and closing 
ceremonies, attended by many cabinet 
ministers, featured addresses by Presi- 


dent Suharto and Vice-President 
Umar Wirahadikusumah, respec- 
tively. In addition, Home. Affairs 


Minister Suparjo Rustam, commander 
of the armed forces Gen. Benny Mur- 
dani and Economic Coordinating 
Minister Ali Wardhana gave their 
“guidances” to the congress. 

That did not leave much time for 
intra-party deliberations. The press — 
which was barred from all but the 
opening and closing sessions and from 
the hotel where most of the proceed- 
ings took place — reported that such 
deliberations were not considered 
necessary. Often the participants did 
not even bother to go through the nor- 
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mal motions; instead they steamrol- 
lered through important decisions by 
acclamation. There was no open dis- 
sent. 

Naro was re-elected PPP general 
chairman and appointed the single 


"formatur" — the person empowered 
to choose the new PPP leadership. Like 
many other procedures used at the 
congress, this appointment was 
adopted from Golkar practice. But 
Golkar had done it more democrati- 
cally, first selecting a committee of five 
formaturs who then had long discus- 
sions before submitting their list for 
general approval, Defying criticism, 
Naro praised the single-formatur sys- 
tem, saying it guaranteed a strong es- 
prit de corps and "moral communica- 
tion" among the leadership. History 
had proven that too many formaturs 
only gave rise to cliques and "meat 
trading," Naro said. 


N aro placed many of his close sup- 
porters on the rejuvenated PPP 
executive board, particularly those from 
Muslimin Indonesia (MI). one of the 
four component groups making up the 
PPP and the one which Naro has led. 
Naro abolished the party presidency 
and the consultative body, Majelis 
Syuro, which had often challenged his 
powers as the party's chief executive, 
and established an advisory council 
with limited powers. The council's re- 
commendations to the executive will 
not be binding 

The position of the MI within the 
new PPP leadership was strengthend, 
while the two contending groups in- 
side the NU — one led by former PPP 
president Idham Chalid, Naro's long- 
time rival, and the other, called the 
Situbondo group, which boasts a 
strong rural base — both suffered set- 
backs. Chalid and many of his senior 
collegues failed to obtain office but on 
the whole Chalid's group, considered 
more accommodating of government 
policy, seemed to lose less ground than 
the Situbondo group. 
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not attached tò implications of the NU with its 
mass following cutting itself away 
from the PPP — a party of, Muslims 
which has now supposedly become 
"open," welcoming Muslims and non- 
Muslims alike. The government, they 
say, may. be aiming to bring about a 
NU-PPP split and Golkar, it is said, 
has already begun approaching ele- 
ments of the NU to seeif some might be 


enticed to join the government-backed 


specific gr srOUpS 
within the PPP feel that Naro made a 
mockery of the event, though it is 
grudgingly admitted by some that the 





conflict-torn party could not have held E 
a general meeting without some high- | 
handed management. The Situbondo | 
group, led by traditionalist Islamic | 
scholars, has been intensifying its call 
on the NU to withdraw from “practical | 
polities” -— and hence from the PPP — | 
and to concentrate more on social and | 
re Hgious activities centred on the | 
group s rural Islamic schools. | 
While many Situbondo group lead- | 

ers think the congress results vindicate | government-Islamic confrontations 

their disdain of polities and will speed | continuing at each future election 

up the NU's departure from the PPP, | could be eliminated. 
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seen to be supporting Golkar, the | the NU' s most promunent scholars 0 
drew a sharp distinction between the - 
NU and Shia Muslim radicals; whi de — 
warned were on the rise in Indonesia, - 
particularly among the young, Siddig 
went on to suggest, however, that cer- 
tain conditions — namely social dnjda- 
tice — could rather easily turn a Sunni 
into an extremist. 


theory goes, and if non- -Muslims really 
start joining the PPP, the prospect of 


the group fears the results could 
E its position and boost that 
f the Chalid group at the NU's na- 
id congress, expected to be held 
some time in the next few months. As 
one of Indonesia's largest social or- 
ganisations, the NU is expected by the 
government to provide a good example 
for other social groupings by adopting 
Pancasila as soon as a bill, now before 
parliament. is passed which would re- 
quire all social organisations to em- 
brace the state ideology. The 
Situbondo group, with its mass base, 
would rather break with the Chalid 
zroup, which it considers DOM. 


B ut other theories are also bandied 
about. One is that with all or part of : 
the NU gone, the PPP could lose what Clearly the NU wall continue e : 
little credibility it has maintained. The | claim a place in the sun, but the BPP 
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geveryone knows what lies in store for 
We Hongkong — on 1 July 1997 it will 
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become a special administrative region 


- of China which will enjoy “a high de- 


gree of autonomy." Now that that 


question has been resolved, the next 


major issue is: how can it develop an 


administration by and for the people of 
Hongkong? 
— The current British administration 


attempts to provide a solution in a 


| paper entitled The Further 
evelopment of Representative Gov- 

ment in Hongkong. Its proposals, 
however, amount to little more than 
cosmetic surgery disguising mainte- 


eel 


nance of the status quo. Executive 


power will continue to remain with the 
governor and his civil servants. No un- 
officials (non-government members of 
the legislative and executive councils), 
be they elected or appointed, will hold 
ministerial power. 

_ Accountability remains an elusive 
ideal on paper which can be politely ig- 
ed by those who do not owe their 
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positions to the citizens. 


— The green paper introduces a repre- 
‘sentative element in the Legislative 
Council (Legco) by way of an electoral 
college (to be constituted by some 430 


members of district boards, the urban 
and regional councils) and “func- 


tional" constituencies. The electoral 


college and functional constituencies 


be allowed to elect their own re- 
presentatives to Legco. | 
The public is expected to be en- 


"thusiastic about electing their repre- 
 sentatives to district boards — on à 
- platform of local transport, environ- 


mental sanitation, cultural and recrea- 


tional facilities — while entrusting 


these people with expertise to choose 
on their behalf the even wiser men and 
women who can represent them on 
"Legco and deliberate on higher things. 


d The functional constituencies are 
defined as common-interest groups 


‘such as commerce, industry, law, 


medicine, education, trade unions and 
others. To extend to these groups the 


right to elect their own representatives 


— 1o Legco is an improvement on the pre- 
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sent ill-defined process of appoint- 
. ments. But it is difficult to argue con- 
» vincingly that such people will repre- 
sent authoritatively the views of the 
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people of Hongkong or that they will 
ever have a mandate from the public to 
do what they will be doing. 

The green paper seems to be treading 
carefully down the path of evolution- 
ary democracy, gradually enlarging 
the franchise and allowing more voices 
to be heard. Caution is not necessarily 


bad. Many politicalscientists maintain | _ 
that the stability of the British par- | æ 
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reen paper, primrose path 


liamentary system is due to a careful, 
controlled enlargement of franchise. 
Unfortunately, Hongkong does not 
have five centuries but 13 years during 
which to develop a system whose au- 
thority, as correctly stated in the green 
paper, “is firmly rooted in Hongkong." 

Set against this deadline, the green 
paper does not provide a solution to the 
problem of developing an autonomous 
administration. For nearly 150 years, 
the people of Hongkong have largely 
ignored the mysterious workings of 
government while they went about 
their own business. Those who sought 
to influence decision-makers have re- 
sorted to means other than politics. 
But change is now inevitable. 

Local reservations about China's 
ability to let Hongkong people ad- 
minister their own affairs must be re- 
placed by a willingness and ability to 
take up the challenge. The experiment 
of "one country — two systems" must 
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Huang Chen-ya is president of the 
Hongkong Affairs Society and a reader 
in the Medical School of Hongkong Uni- 
versity. 
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not be allowed to fail for want of try- 
ing. 
There is no question that Britain has 
a responsibility to install a system of 
government that will be compatible 


with the wishes of the people of Hong- 


kong and with the principle of a high 
degree of autonomy which China has 
promised. This is no easy task, to be 
sure, but there are grounds for suspect- 
ing that Britain may not fulfil its re- 
sponsibility. The green paper's untidy 
proposals for an indirectly elected sys- 
tem of representative government of- 
fers Whitehall a chance to slide out of 
this difficult mandate, leaving the task 
to a wobbly structure which meets 


‘superficial requirements of democra- 


tic representation but which cannot 
satisfy the demands of a Hongkong 
governed by Hongkong people. 
Hongkong must have experienced 
leaders before 1997. The green paper's 
proposal that a cumbersome electoral 
college should select among them- 
selves six to 20 Legco members be- 
tween 1985 and 1991 offers only li- 
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€ History may record that the 
British deliberately left 

Hongkong ungovernable, 
leaderless and a house 

divided. 9 








i gu 
"y ce ^ 
i 


2 SS Stee SS 23cm a v 


mited opportunities for meaningful 
political careers. No capable leader- 
ship can possibly emerge from this 
electoral system. Consequently, gov- 
ernmental affairs will continue to be 
debated by part-time legislators who 
are not truly representative of the peo- 
ple. 

There are also no plans to educate 
the population on the importance of 
supporting an elected and autonomous 
Hongkong administration. Instead, the 
present administration's fear of adver- 
sarial politics is translated into a de- 
sire to perpetuate the myth about 
"government by consensus. " 

The green paper would have the peo- 
ple of Hongkong believe that the territ- 
ory will be quite manageable when a 
local counterpart to the London-ap- 
pointed governor appears and the Un- 
official members of Legco and the Exe- 
cutive Council (Exco) continue in their 
advisory roles. But can one really pin 
all hopes and fears on a single person? 
What if he turned out to be incompe- 
tent? What if he was told he had been 
"uttering nonsense"? What if he was 
thought to be too "pro-British "? 

If the government is sincere in its 
claim to return power to the people, the 
roles of Legco and Exco must be 
clearly defined as the highest legisla- 
tive and executive bodies of the land. 
At present, though Exco is the au- 
thoritative final decision-maker for 
the whole government, the governor is 
constitutionally entitled to ignore its 
advice and can suspend any member 
pending a final decision from London. 


i f there is to be hope for a stable, effi- 
cient and responsible government in 
Hongkong after 1997 and public confi- 
dence in its emergence is not to evapo- 
rate by the 1990s, then certain changes 
wider than those envisaged in the 
green paper must take place: 

» An elected government must be in 
charge by 1994 at the very latest, and 
together with the legislature should 
havea five-year term of office — sub- 
ject to China's approval — so that Bri- 
tain's withdrawal in 1997 will be a 
mere formality. This elected govern- 
ment must have the final and full re- 
sponsibility for administering Hong- 
kong. However, the governor may re- 
tain the right of veto up to 1997. 

» By 1988 Exco should include at least 
some elected Legco members selected 
by their peers. By 1991 at the latest, 
unofficials in Exco should learn to take 
over the reins of government by acting 
as understudies to department heads 
and secretaries. These understudies 
should have at least six years’ experi- 
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Unofficials in London this year: elusive accountability. 


» There should be direct elections to 
Legco by 1988 at the latest, and the 
number of elected seats should be 
gradually increased so that eventually 
the directly elected members form at 
least half of the legislature. There 
should be no major changes to Legco's 
present lawmaking powers. It should 
continue to monitor government ex- 
penditure and reserve the right to 
question and debate government 
policies. It would indirectly control 
Exco decision-making since Exco 
members would be selected from 
Legco. 

» Indirect elections to Legco by dis- 
trict boards are useful only if the rep- 
resentatives are  constituent-based 
and provide a link between central and 
district governments. The electoral 
college has an additional disadvantage 
in that it may give rise to unequal dis- 
tribution as well as other abuses. It 
should therefore be replaced by direct 
election by district boards, each send- 
ing one member to Legco. Moreover, 



























» The principle of 
"government by 
consensus" has en- 
joved only lip ser- 
vice for too long. 
The administration 
does indeed seek 
public opinion — 
but then proceeds to 
do what it wants 
anyway. A genuine 
effort must be made 
to open up the pro- 


cess of decision- | 
| kindness, sought to protect Hongkong 


making in the gov- 
ernment and reduce 
the credibility gap 
between the admin- 
istration and the 
people. 

» Meanwhile, there 
should be funds for 
civic-education pro- 
grammes in schools 
and for adults to 


prepare the public for these political 
changes. 


legislature comprising representa- 

tives elected by three different sys- 
tems may appear unusual. However, 
it may be difficult to do otherwise. 
An open electoral system may be pre- 
ferable, but without political parties 
in Hongkong, and without propor- 
tional representation, institutionalised 
pluralism may have to be accepted 
Hongkong needs a delicate balance of 
interest and power to maintain its sta- 
bility and prosperity. A system which 
teaches its political elite and citizens a 
sense of mutual tolerance and com- 
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| ungovernable, leáderless and a house — 


| administration must be acceptable to 


promise may be a far safer alternative - 
to the Anglo-American model which | 
shuts out the losing segment of society | 
from the seat of power. | 
The changes envisaged are great, but — 
the alternative is procrastination and - 
doing too little too late, the price of — 
which may be the loss of Hongkongs ` 
prosperity and stability. For the fail- — 
ure to meet the challenge of 1997 will - 
inevitably erode public confidence and | 
perhaps even precipitate an irreversi- — 
ble economic downturn by the early — 
1990s. The government may have, inall — 


















from the winds of change but may find 
that, in the process, it has suffocated it — 
as well. And history may record that 
the British deliberately left Hongkong 


divided. Y, 
The green paper's views and propo- — 
sals, the government maintains, are 
not definitive. What is unmistakable, — 
however, is the government's view that 
the future structure of the Hongkong — 


China. What is also unmistakable is 
that China has not yet crystallised its 
view as to what is or is not unacceptals í 
ble, though it has repeatedly asserted - 
the one-country, two-systems concept. 
and promised that Hongkong people 
will run Hongkong. The British admin- — 
istration should not pre-empt Hong- 
kong's chances of developing a vigor- 
ous, autonomous system within the 
next 13 vears. Nor should it ignore the 
wishes of the vast majority of the Hong- | l 
kong population who desire to remain : 
in Hongkong and maintain its pros- | 
perity and stability beyond 1997. 8 
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the district-board elections do not ap- 
pear to be able to attract the brightest 
and the best candidates, because the 
posts lack real power and carry little 
status. 

» Institutionalised lobby groups such 
as the business sector may take some 
time to find the right channels and 
means of representation to Legco once 
the system of appointments is scrap- 
ped, as it should be. The choice of 
"functional constituencies," as pro- 
posed in the green paper, should, how- 
ever, be based on a fair assessment of 
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Although election fever grips the country, Mrs Gandhi need not 
call a poll until June next year if she wants to hold on that long 


By Salamat Ali in New Delhi 


J udging by the political manoeuvres 


now under way, there can be little 
doubt that India is already in the grip 
of election fever, though voting may be 
further off than generally supposed. 
Installing. compliant governments in 
three of seven states formerly ruled by 
non-Congress parties, Prime Minister 
Indira Gandhi seems poised to double 
this score in the coming few weeks. 

She has also made changes in some 
of the key states ruled by herown party, 
and the opposition fears these are, to 
allow her to manipulate the polls. On 
the other side of the fence, all main 
non-communist Opposition parties ina 
joint meeting on 31 August agreed not 
to split the anti-Congress vote and to 
work out the specifies of an electoral 


alliance and joint electoral strategy 


against the ruling party. 

Ten top opposition leaders, includ- 
ing. former prime minister Charan 
Singh and Janata Party chief Chandra 
Shekhar, in a letter to chief election 
commissioner R. K. Trivedi, alleged 
that the Congress was exchanging 
chief ministers in the states for those 
who ‘could use the government 


- machinery better in favour of its own 


candidates. 
The newly installed chief minister of 
Uttar Pradesh, N. D. Tiwari, they al- 


Jeged,. had begun using district offi- 
cials of the government to harass the 
opposition. Opposition workers and 


sympathisers had been ordered to sur- 
render their licensed arms. At the last 
state election, arms thus collected 
were given to Congress workers who 
carried them openly on the streets and 
at election meetings. 

The 10 leaders further alleged that 
armed Congress workers did not per- 
mit opposition supporters to cast their 
votes in the June 1980 assembly elec- 
tions in Uttar Pradesh. They concluded 
that the latest action resembled that of 
"a dictatorial, Hitlerite regime," and 
that if such unlawful and corrupt ac- 
tivity by the ruling party was not 
checked the next election would be a 
farce: 

The general assumption that the 
country will go to the polls within the 
next two months, or at latest next 
January, ignores a constitutional 
loophole which Mrs Gandhi could use 
to allow her to put off voting until June 
1985. As the leader of a Westminster- 
style parliamentary democracy, it is 
her exclusive prerogative to choose 
any time within the span permitted to 
her by the constitution that defines the 


outer limit of the life of the parliament., 


42 


The maximum term af the parliament. 


cannot exceed five yéars from the date 
it is constituted, But a maximum of six 
months can elapse between two ses- 
sions of parliament. Therefore, since 
the current parliament was consti- 
tuted in mid-January 1980, Mrs Gan- 
dhi has the option to summon it to meet 
in early January 1985, get its sanction 
for an interim budget and then dissolve 
it. This would allow her to call polls 





any time up to the end of June to permit 
the new parliament to meet in early 
July without violating the constitu- 
tion. 


he idea of animminent election was 

spurred by the fact that the mem- 
bers of the Lok Sabha — the lower 
house of parliament, whose majority 
determines who is to rule India for the 
next five years — were told privately in 
August that they were meeting for the 
last time. Before the session adjourned, 
sine die, on 27 August, the house 
amended the constitution to empower 
New Delhi to continue its direct rule 
for six months beyond 6 October in 
Punjab and 25 November in Sikkim — 
the two dates when restoration of 







en interpret some 
servers as yip proof that the 


current Lok Sabha is not to meet again. 

On the other hand, the constitutional 
amendment has been interpreted in 
some circles as a prelude to a far more 
significant ameridment changing the 
current- political system. A vocal sec- 
tion within the ruling party has begun 
pressing for utilisation of the party's 
current two-thirds majority in the par- 
liament to introduce à presidential 
system of government. Minister for 
Chemicals and Fertilisers Vasant 
Sathe and 49 other MPs, at a-dinner on 
27 August, supported the proposal and 
called for a national debate on the 
issue. However, thé uproar it triggered 
forced. the Congress high command to 
all but disown the proposal and order 
the group to cancel à second dinner it 
was planning to hold 
on a much bigger 
scale 

In a note circulated 
at the dinner, Sathe 
argued that there was 
a real danger to na- 
tional integrity. aris- 
ing out of regional, 
parochial, linguistic 
and communal divi- 
sions and that he felt 
that in the coming 
elections the likeli- 
hood was that no 
single party, includ- 
ing the Congress, 
would emerge with a 
majority. It would be 
foolhardv to think 
that the country 
could afford to ex- 
periment with coali- 
tions at the national 
level. Sathe wrote. 

He added that prob- 
lems were obvious if 
one visualised a state 
of affairs in which, in 
the absence of clear- 
cut alternatives, a 
thin majority con- 
sisting of a coalition 
of more than one 
party. including re- 
gional parties, were to emerge. Under 
such Circumstances, where every 
leader would waht to be the prime 
minister, no government could be 
stable, defections would be encour- 
aged and there would be no autho- 
rity to intervene in case of instabi- 
lity. 

Provoking instant widespread reac- 
tion, the proposal drew an attack from 
former prime minister Morarji Desai, 
who said such à change would lead the 
country to dictatorship, would be 
calamitous and should be opposed. He 
remarked angrily: “They cannot do it. 
Parliament has no right to do it. They 
must go to the people directly.” The 
next day, in the Rajya Sabha — the iñ- 
directly elected upper house of parlia- 
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and communication costs and reduce errors. All this, plus an Investiga- 
tion/Research capabili ity that provides instant inquiry response in case 
you need it. | 

The alliance of Chemical people with our sophisticated tech- 
nology is capable of executing your payments anywhere in the worlc 
Chemical representative today 
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nits merits but for its timing. Led 








irty treasurer Sitaram Kesari, this 
section was incensed by Sathe's pre- 


2" 


diction of a spell of instability follow- 





admission that the Congress might fail 
o win even a bare majority to form à 
'overnment. 

_ Through carefully planted stories in 
cal newspapers, one section of the 
ongress sought to give the i impression 
Sathe had committed a faux pas 
| {irs Gandhi. But Sathe 
an, interview on 30 








the gn ‘should not be left to the 
Praat hos 








of povemment was first 
E Mrs Gandhi's s last E 
























go, tne legal 
proposed a vational debate ona 
nge in the political system, and it 
| reported in May that two retired 


lam, had been asked by the ruling 
tv to suggest “a new look" for the 
nstitution. 


b lose associates of Mrs Gandhi's son 
rand heir-apparent Rajiv have also 
een hawking the’ proposal for some 
ime. Thus it seems that irrespective of 
the uproar it generated, Sathe’s propo- 
al was no more than one of the options 
the ruling party has been debating in- 
ernally for some time, Although some 
rgue that the idea of a presidential 
stem is a Congress tactical move to 
nfuse the opposition on the eve of the 
tions, others believe the party is 
eriously tempted to use its two-thirds 
najority in parliament while it has it. 

~The constitutional question is not 
he only worry for the opposition par- 





sition governments 
Kashmir : ; oa Pradesh, it is 














mgly denounced Sathe's proposal, i 







ie of the six general secretaries of - 
ongress, Chandulal Chandrakar, and” 






g the next elections and the implicit - 
















dges, K. K. Mathew and Baharul 


ties. Following: the dis issals of Oppo- j|. 
n Jammu and | 
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jon; summon the 








meet immediately and let it register 
former chief minister N. T. Rama Rao's 
majority, leading to his reinstatement, 
she told those of her party's MPs re- 


. turning. to their constituencies not to 


be apologetic either about Rama Rao's 
dismissal or their party's support in 


a |, Andhra of his nominated successor, 
Bhàskara Rao. Additionally, the new 


governor of Andhra, within 30 minutes 
of his own oath-taking, swore in 17 


Sikhs in Amritsar: attack on on the president, i 


new ministers to 
cabinet, raising its strength to 21. 
Among the 17 werethe speaker and de- 
puty speaker of the state legislature, 
formerly staunch suppor ters of Rama 
Rao. 

The cynical game of snatching state 
legislators has become almost comical. 
Three state assembly members who 
had defected to Bhaskara Rao's camp 
went back to Rama Rao às soon as the 
new ministers were sworn in, for their 
hopes of a cabinet post had not 
materialised. After the swearing in, 
Bhaskara Rao announced that his 21 
ministers did not form a complete 
cabinet and that more ministers would 


| be chosen later... 


Fearing that temptation 
further erode his support, Rama Rao 


-sent 150 of the legislators to Bangalore, 


capital of neighbouring Karnataka 






state, where. Hegde could : b relied, 
thi at of harm's 


upon to keep 


E. Th se fear: dà noi seem Tro 
j| groundless. Contrary to earlier expec- - 
tations that Mrs Gandhi would cut her | 
losses in Andhra, bow to public opin- 
Andhra a legislature to’ | 


| "dian President Zail £ 
|liamentary Affairs 
| Singh guilty of Sik] 


Fon pain of excomm 
| date to appear before the Akal Takht 
| — the centre of Sikh temporal author- 





Bhaskara Raos 


might - 





* Déniigaries to Bruiuinetes to see E 
legislators — but the Rama Rao faction 
"quickly elaimed the emissaries were 





offering money and jobs to any legis- 
lator willing to return home and join 
Bhaskara Rao's fold. 

The buying of legislators’ loyalties 
ha gained wide publicity. Following 


‘the latest hijacking of an Indian Air- 


lines jet to Dubai, the airline. an- 
nounced it would not permit passen- 
gers to carry even a single handbag 
aboard, but the ban was revoked 24 
hours later. Cynics argued that the 
reason was that the ban would have 
hampered those who travel with brief- 
cases full of money to buy political 


| id 


ore nous for Mrs Gandhi came 

from another quarter — Punjab. 
Shaking off their sullen inaction since 
thearmy crackdown in June, Sikhsover- 
came all the obstructions created by 
the government and attended a con- 
vention called by the five top clerics of 
their religion. Following large-scale 
arrests and suspension of all transport 
to Amritsar, the venue of the conven- 


| tion, thousands of Sikhs — largely 





from rural areas of P injab — sneaked in 
through the cordons and barricades to 


hold à three-hour meeting on 2 Sep- 


tember. With the endorsement of the 
assembly, the five priests declared In- 
igh and Par- 
Minister Buta 
jÜ soffences. 
lilty are given 
ication a specific 











Normally, those! 





ity located in the Golden Temple — to 
apologise and do any penance handed 
down by the chief priest. However, no 
date was prescribed in their cases, and 
all Sikhs were asked to boycott them 
socially. Zail Singh was declared 
guilty, as supreme commander of the 
Indian armed forces, of not objecting 
to "the desecration" of the Golden 
Temple by the army and the destruc- 
tion of the Akal Takht. He was also 
charged with carrying an umbrella 
over his head when he visited the Gold- 
en Temple after the army's operation 
—- a privilege reserved for Sikh priests. 
Buta Singh was held guilty of or ganis- 
ing repairs to the Golden Temple, ig- 
noring an edict against repairs by the 
five high priests. 

‘Even prospects of eventual excom- 


munication of the two do not affect 


New Delhi as much as the five priests' 


call; endorsed. by the assembly, for a 


total withdrawal of the army and all 
other government forces and 


functionaries from. the temple by 30 
| September or face a peace 


ful mat rch on 










_HIGH AND MIG! 








THE AIR FRANCE FLEET. 

AIR FRANCE HAS THE FINEST 
AND MOST ADVANCED 
AIRCRAFT IN THE WORLD: 
THE SPACIOUS B 747, THE 
SUPERFAST CONCORDE, THE 
INNOVATIVE AIRBUS, THE 
EFFICIENT B 737 AND B 727. 
ALL PLANES OFFER A PERFECT 
MIX OF HIGH TECHNOLOGY 
AND COMFORT. 

THE HIGH AND MIGHTY 

AIR FRANCE FLEET: ANOTHER 
EXAMPLE OF THE HIGH 
STANDARDS YOU FIND 
WHEN YOU FLY AIR FRANCE. 


AIR FRANCE // 
WE'RE AIMING EVEN HIGHER 








What shoulc 


from a working 
Hewlet 


“At Oak the HP 3000 has 


helped us double our inventory 
turnover rate and reduce 


information retrieval time from 
one week to 10 minutes” 


“We set up our Data Processing 
Management System with the HP 3000 in 
1982, and the system is now applied to 
inventory management, accounting and 
finance, production control, marketing 
planning, personnel and payments 
systems, and policy analysis.” 


Based in Taiwan with manufacturing 
plants in six Asian countries, Oak 
Industries’ Pacific Region Operations is a 
major world supplier of parts for Cable 
TV, PC Boards and other electronic 
products. 


Huang Jen-chung, Executive in charge of 
the Pacific Region said: "We chose HP 
because of very favourable experience 
with HP products in Production Control 
and Research and Development. Both 
hardware and software designs were 
ideally suited to our applications." 


"Among other things, it has enabled the 
management to obtain full market updates 
at any time for price adjustments, and 
production costs have been reduced by 
about 10 percent over last year’s.” 


“We continue to be impressed by the 
reliability of the hardware and the 
efficiency of the HP customer support 
team. The company will rely heavily on 
HP as its working partner in our future 
progress and growth.” 





You should consider a working partnership with HP. Now. 
Call or write to your local office. 


AUSTRALIA INDIA JAPAN 

Melbourne, Victoria Office Blue Star Ltd. Yokogawa-Hewlett-Packard Ltd. 
Hewlett-Packard Australia Pty. Ltd. BOMBAY 400 025. Tel: 4226155 Suginami-Ku TOKYO 168. Tel: (03) 331-6111 
Tel: 89-6351 BERCA Indonesia P. T. Samsung Electronics 

HONG KONG JAKARTA. Tel: 373009 SEOLL. Tel: 555-7555, 555-5447 
Hewlett-Packard Hong Kong Ltd. 

HONG KONG. Tel: (5) 8323211 MALAYSIA 


Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 
KUALA LUMPUR. Tel: (03) 943022 
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"At Varta Pte Ltd in 
Singapore, the HP computer 
systems speed up our testing 
process by 10-fold.” 


“One of the two HP 1000 systems we 
use handles automatic testing of nickel 
cadmium batteries and has been in- 
creasing the testing rate tremendously, 
thus saving us considerable cost." 


Varta is one of the world's largest 
suppliers of batteries. Its products 
range from minute consumer batteries 
to huge industrial ones. 


Mr Helmut F. Glaser, Technical 
Manager for Varta Singapore, says, 
“We also use the HP 1000 to maintain 
our worldwide battery industry 
information file, which enables us to 
assess research needs, project sales and 
compare performance. Easy access to 
this information is definitely 
invaluable. 


"With this file on line, we can generate 
comparison reports for management 
meetings in hours instead of days, as 
before. And simple reports only take 
minutes. 


"HP was the only vendor offering a 
total solution to our needs. The 
availability of professional support 
service and the reliability of the 
hardware were reasons for choosing 
HP. In fact, we're so impressed with 
the product delivered that we would 
recommend it." 





PHILIPPINES TAIWAN TP : 
The Online Advanced Systems Corporation Hewlett-Packard Far East Ltd. Productivity. Not promises à 
Metro MANILA. Tel: 815-3811/6 TAIPEI. Tel: (02) 712-0404 


HEWLETT 
PACKARD 


SINGAPORE THAILAND 
Hewlett-Packard Singapore (Pty.) Ltd. UNIMESA Co. Ltd. 
SINGAPORE 0511. Tel: 631788 Suriwong., BANGKOK. Tel: 2340991 / 3 iy 
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Remote possibilities 


A credit card is just a credit card. The American Express Card is pea: 
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Y mind. Don't leave home without it. 








for sightseeing 

From the Furama you can walk to some of the most 
picturesque parts of Singapore — the riverside, the temples 
of Chinatown, the old buildings around the Padang. Longer 
trips can be arranged right in the hotel. 

for business 

The Furama is the hotel closest to the financial hub of the 
city. It's right in the Central Business District, just a short walk 
from Raffles Place. And it has its own professional business 
centre to assist the traveller in addition to complete meeting 
and conference facilities. 

for shopping 

The Furama is in the heart of bargain-rich Chinatown and 
connected by a walkway to the citys most exciting shopping 
complex: People's Park. In addition, the hotel has three 
storeys, 80 boutiques of name brand merchandise from 
around the world together with the finest 

Oriental arts and crafts. 

for wonderful food 

All the world's cooking is here in 
Singapore for you to enjoy. The 
Furama itself has three 
;.. excellent restaurants 
serving Western 
and local cuisine, 
Cantonese and 
Japanese gastronomic 
delicacies. 

for superb transport 
connections 

The Furama is twenty-five 
minutes from the outstanding 
international airport along 

| bougainvillea-lined motorways. 
F for a hundred little reasons... 
| Courtesy and service the city 
may be famous for, but Furama's 
refined and personalized eastern 
thoughtfulness is unique. 











Í | 
AF No. 10 Eu Tong Sen St. 
1 Singapore 0105 
FURAMLA «e RS 28592 FSH 
SINGAPORE HOTEL Tel: 533 2177 


An ANA Hotel International 
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‘Lhe 
Giant Panda 


needs your help 
tO Survive 


ORS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation tn your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 





WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Reweu 
Advertisement prepared as a public service by Ogilev & Mather 
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This project is already half finished. 


At Brown & Root, we go to work on a 
project long before the ground is broken. 
We begin a job by conducting feasi- 
bility studies—investment and operating 
cost estimates, economic analyses, and 

feedstock selection. 

We assist in site selection by study- 
ing the environmental impact, the labor 
market, and available transportation. 

Meanwhile, our extensive staff of 
engineers translates laboratory or pilot 
plant data into optimum process and 
mechanical designs. 

At Brown & Root, we have vast ex- 
perience working with third party tech- 
nology, which means we can objectively 





assist the client in every phase of licensor 
evaluation and selection. 

And all of this takes place long before 
construction even begins. 

If you see a new plant in your future, 
call Brown & Root. We've got the man- 
power, the technology and the experi- 
ence to take your project all the way from 
start to finish. And we'll do it on time, 
on budget. 
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Q Root. inc. 
And Associated Companies 
A Halliburton Company 


PO Box 3. Houston. Texas 770 
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FIATALLIS EUROPE S.p.A. 
Viale Torino 0/2 
10040 Stupinigi (TO) 
Tel.: 011/6397 1 
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QUALITY 


Only those who can guarantee quality 
and economy remain and grow. We 
have the determination and resources 
to provide quality on essential 
features. 

Some you will note the very first day: 
productivity, comfort, low fuel 
consumption. 

Others will become apparent with 
time: minimal machine down time, 
efficient service backup, low spare 
parts costs and finally high resale 
value. All this adds up to low 
operating costs and a good solid 
investment. 


Fiatallis: one of the most complete 
ranges of earthmoving equipment. 


Group Fiat: the imprint of success. 


With Fiatallis its prestigious suppliers: 


^d MICHELIN 


for the tyres 


TI italsider 


for the plates and special plates 


REXROTH 


for the mechanical and hydraulic 
components 





(a3) ZAHNRADFABRIK PASSAU 


for the transmissions 





The explosion of 
20 years anguish 


[des relationship between Japan and Korea — culturally 
as well as politically — is a highly sensitive and emo- 
tional one, and both Japanese and Koreans have found it 
difficult to take dispassionate views. 

A perfect illustration of just how thorny the relationship 
is came during a symposium organised on 17 July in antici- 
pation of South Korean President Chun Doo Hwan's visit 
to Japan. It was as symbolic as the president's visit: held on 
the ferry between the South Korean port city Pusan and 
Shimonoseki in southern Japan, the symposium, entitled 
"Opening New Ways on Tsushima Straits" and attended by 
13 leading Japanese and South Korean intellectuals, was 
meant to be a discussion on the nations' differences. 

Before the ferry left Pusan harbour, drinks were served. 
toasts proposed and traditional music played. Not long 
after setting out to sea an ominous storm sent the partici- 
pants scrambling into one of the cabins inside, where the 
discussion finally gathered steam. 

One of the Japanese participants was the world famous 
film-maker Nagisa Oshima. He is known as a liberal 





By Nagisa Oshima in Tokyo 





thinker and has been much preoccupied, in print and in his 
films, with discrimination against Koreans in Japan. In the 
symposium he claimed, possibly a little disingenuously, not 
to be able to take responsibility for anything the Japanese 
Government has done or does. He could speak only for him- 
self, he said: "I am a cosmopolitan man." 

This was not good enough for the South Korean chair- 
man, Dr Kim Yong Jak, a graduate of Tokyo University and 
an expert on Japanese affairs. He pressed Oshima by saying 
that it was all very well for him to be cosmopolitan, but the 
subject at hand was the emotional relationship between the 
two countries and the barriers to a true reconciliation. 
Oshima reiterated that he could only speak for himself. 
When Kim asked him again to stick more to the point of the 
discussion, Oshima, in an emotional, red-faced outburst, 
screamed, “Bakayaro!” at Kim. 

This common Japanese swearword meaning "stupid 
idiot" is particularly offensive in Korean ears, as it reminds 
them of the worst aspects of the Japanese occupation. 

Things were later patched up and the symposium ended 
in a rather drunken party with Oshima dancing a Japanese 
fan dance. The incident got much play in the South Korean 
and Japanese press, however, and Oshima commented that 
his swearing was not directed at the Korean people, but just 
at Kim. As an illustration of the extraordinary sensitivi- 
tives blocking a long-overdue reconciliation between 
the two nations, here is Oshima's explanation of his be- 
haviour, 


à 
AM 


1 ‘ 


we es 


recently went to South Korea for the 

first time in 20 years. My first visit 
was in 1964, the year of the Tokyo 
Olympic Games, before Japan and 
South Korea had restored diplomatic 
relations. 

This time I actually only stood on 
Korean soil for four hours, before 
boarding the ferry from Pusan to 
Shimonoseki. About nine hours later I 
shouted, "Bakayaro" at Mr Kim Yong 
Jak, the Korean chairman of the sym- 
posium entitled “Opening New Ways 
on Tsushima Straits.” 

This is what I wrote in an article for 
the Asahi Shimbun after returning 
from Korea 20 years ago: “After 
spending two months in South Korea! 
lost a little weight and was hardened in 
some convictions. Koreans have had to 
fight a hard battle to overcome ex- 
tremely difficult times ... In Japan the 
war was over 20 years ago; in Korea 
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war only ended 10 years ago. More- 
over, the country is still armed as if 
fighting a war and still ruled like a 
wartime state. Under these circum- 
stances it is onlv natural that cities have 
not developed faster. They appear to be 
at the same stage as Japanese cities 
three or four years after World War II. 

“I am afraid that mentioning this 





does not please my Korean friends. In- | 


deed, as far as these things are con- 
cerned, nationalist. feelings in Korea 
are extreme. As soon as Korean ac- 
quaintances, from bureaucrats and 
film-makers to journalists and bar- 
ladies, knew I was making a television 
film about Korea, they implored me 
not to show or talk about poverty and 
other negative aspects of their country 
Only a tiny handful of film-makers and 
Journalists told me. to show South 
Korea as it is. People did not want to 
expose their ‘country’s shame’ to the 


outside world. I was struck by the ve- 
hemence of this nationalist sensitivity." 
After my outburst at the symposium, 


| Tetsuya Tsukushi of the Asahi Shim- 


bun tried to console me by saving: “Itis 
good that you now realise the strength 
of Korean nationalism." Asif I had not 
known that already. After all the head- 
line of my article of 20 years ago had 
been: "Extreme National Conscious- 
ness." However, turning back to that 
article now, it is the following passage 
that still strikes a deep chord in me: “If 
mankind really aspires to peace, these 
nationalist sentiments need to be faced 
squarely. This is why it is my duty asa 
film-maker to show nothing but the 
truth, no matter how unpleasant! 

That visit to South Korea was my 
first trip outside Japan. It was also the 
first year since the war that Japanese 
were allowed to travel freely overseas. 
Last year I went abroad eight times, 
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| They s W ented to iow wheter it 
because I could not get a visa. In 
et, I never planned to go, so naturally 
iever applied for a visa. I have won- 
d once or twice whether I would 
visa. though I could not think ofa 
n why not. I have been asked 
iv times by different people to come 
mh] Kor ea. SUI I never w ent. As 
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ons between South Korea and 
in. were resumed, Since then I have 
Diary of Yunbogi, About Japan- 
Bawdy Songs, Death by Hanging 
nd Returned Drunkards. In all these 
as well as in my last one, Merry 
ristmus, Mr Lawrence, have de- 
icted: Koreans. Alas, relations bė- 
ween Japan and South Korea de- 
eloped in a way quite contrary to my 
pes. I find - this extremely sad, but 
ery difficult to express in words. It 
vas my mistake, therefore, to board 
> ferry at Pusan with 20 years of si- 
t anguish weighing heavily on my 


ivelling all over. the world has 
gthened my conviction that I can 
ak only as an. individual, trans- 
ding national’ boundaries. ‘The 
inema is my only country. Thus, when 
is addressed in national and politi- 
"mi ology, I could not reply in 





one "word: 


: "Ba : ayaro!" a 
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| . | Europe and the United States is all boo 
familiar. But in a country like Burma, 
| where most of the population has been 
„secluded from the outside world for 


alter: ms. die st visit TET 


p the 20 ye ars of anguish | 





LIFESTYLES - 


IA nation where quaii IS 
5; ey becoming a way of life 


By Paisal Sricharatchanya 
Il Western societies, unemployment 
readily can be. transformed into ed 


tical dynamite: such a pattern i 


more than two decades, the worst it 


: generates is sheer frustration. Despite 
; . the fact that Burma's unemployment 
|.— particularly among the educated — 
| is rapidly rising, there is little evidence 
~ | torsuggest this will lead to the kind of 
= v serious dissent which results in socio- 
. political revolution. | 


The odd collection of ethnic rebel 


| groups who have been waging a pro- 
tracted armed struggle for autonomy 


from their jungle bases in the frontier 
regions, notwithstanding, the socialist 
regime under strongman Ne Win has 
moulded the bulk of the lowland 
populace into total submission. Most 
ordinary Burmese have become reti- 
cent and unwilling to take initiatives 
which — combined with an apparently 
effective army intelligence machine — 
pretty much shields the ruling regime 
from any danger of being toppled by an 
uprising built on social dissent. 

The Burmese Government does not 
publish official unemployment fig- 
ures: given the fact that Burma largely 
is still an agricultural country, it 


. would have been difficult to establish a 
. precise jobless rate anyway, since em- 


ployment on the farms tends to be 
either seasonal or partial. The steady 
increase in the number of educated un- 
employed is evident, however. Burma 


has two universities, four degree col- 


leges, 14 two-year colleges, nine insti- 
tutes of higher learning (in various 
M avid 
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country is thi "bureauerac 


among others. It is understood. that a 
large proportion of graduates from 
these establishments end up with no 

| 'cording. to one 














roughly half the several hundred 
graduates from Rangoon Medical 
School are jobless. 
That many graduates cannot, find 
jobs corresponding to their acadi mic 
is hardly surprising. 
in agricultur e-related coope- 
ratives and private enterprises — to- 
gether employing 12.9 million people 
—.the. biggest forma 1 












owing to budgetary co straints in the 
face of slackened economic progr èss, 
the buréaucracy simply cannot gener- 
ate sufficient employment to accom- 
modate the growing stream of new 
graduates. All government. services, 
plus the 49 state economic organisa- 
tions (state-run corporations) now 
have a combined staff of 1.56 million 
on their payrolls. Meanwhile, only 
about 100 Burmese are emploved as 
representatives of foreign firms in 
Rangoon. 





he frustration among the educated 
unemployed is. understandable. 
Apart from a small number coming 
from wealthy families, the majority of 
graduates end up in. an odd variety of 


professions — totally irrelevant to 


their educational credentials. For in- 
stance, it is common to see scores of 
them reading palms around Bandoola 
Park in-central Rangoon. One Rangoon 
University: engineering graduate who 
for the past five years has worked as a 
professional palm commented: ied 








to have waited for a government job." 

Under normal circumstances, the 
growing number of educated un- 
employed, and the consequent frustra- 
tion, would have created fertile condi- 
tions for the outlawed Burma Com- 
munist Party (BCP) to propagate its 
cause of overthrowing the Rangoon re- 
gime. Whether the BCP has tried to 
exploit these intellectuals remains un- 
clear; but even if it has, available evi- 
dence indicates it has accomplished 
little. Despite periodical rumours of 
government crackdowns on suspected 
communist elements in the capital, 
there is no indication that the intellec- 
tuals are prepared to covertly chal- 
lenge the Ne Win regime — and least of 
all in any organised way. 

As one seasoned observer put it: 
"The young generation leaving univer- 
sities and colleges today has no experi- 
ence of the political freedom which 
existed during the pre-Ne Win era and 
has seen little of the outside world. 
They just take existing eónditions as a 
fait accompli and hence the general 
resignation." Having gone through the 
various stages of political evolution 
since independence in 1948, older in- 
tellectuals are probably more frus- 
trated but they realise there is little 
they can do to bring about political 
change 

The government's intelligence ap- 
paratus — comprising an intricate web 
of check and control systems all the 
way down to the village level — is in- 
strumental in preventing any public 
expressions of dissent. The systems’ ef- 
fectiveness was illustrated by the 
speedy arrest of the North Korean sus- 
pects in the terrorist bombing which 
killed 17 South Koreans in Rangoon's 
Martyrs Mausoleum on 9 October 
1983. Set against the background of a 
predominantly Buddhist — and hence 
non-violent — citizenrv, the prospect 
of a political uprising is virtually ruled 
out. 

Meanwhile, a mushrooming under- 
ground economy has clearly helped to 
remove some of the potential political 
heat from the frustrated populace. Due 
to a combination of outmoded produc- 
tion techniques, ill-designed develop- 
ment plans, and slow expansion, 
Burma has long suffered from an acute 
shortage of daily necessities and con- 
sumer goods, Consequently, the gov- 
ernment has turned a blind eye to sub- 
stantial illicit inflows of smuggled 
goods. 

Most analysts agree that the regime's 
long-standing tolerance of smuggling 

which has created flourishing black 
markets in Rangoon as well as other 
major Burmese cities — is by virtue of 
necessity. Any serious attempt to stop 
the smuggling could lead to a social re- 
volt, Although reliable statistics are 
not available, smuggled goods are esti- 
mated to be worth about US$200 mil- 
lion annually, or roughly 25% of 
Burma’s official imports (REVIEW, 17 
May). | 
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The growing material influence from 
the West over recent vears is regarded 
as another safety-valve, deliberately 
permitted by Rangoon to keep the 
population reasonably happy. Long- 
time residents report an unusually 
large number of new-model cars in the 
capital today — a stark contrast to the 
aging vehicles which plied Rangoon's 
streets only a few years ago. Recently 
also there has been a substantial in- 
crease in colour TV sets and video cas- 
sette recorders. According to one well- 
informed source, Thai International 
flights from Bangkok now regularly 
bring in large quantities of these 
goods. 


t is no secret that Ne Win, who re- 

mains the most powerful figure in 
Burma today, long has harboured a 
deep distrust of foreign influences. The 
country might have been able to pre- 
serve most of its rich natural resources 
under this xenophobic posture, but the 
absence of foreign investment also has 
left Burma one of Asia's economic 
backwaters.. That the government is 
now tacitly allowing Western influ- 
ence to filter through, shows that the 
country is now finally opening up — 
albeit unofficially — to the outside 
world. Since much of this has to do 
with placating growing materialistic 
desires among the local population, it 
is probably premature to predict whe- 
ther Burma will emerge further from 
its age-old hermit shell. 

A large number of the new cars and 
electrical goods are brought into the 
country by the estimated 3,000 Bur- 
mese sailors working on foreign ships 
abroad. Like most other items on the 
black market, they are re-sold in the 
country at handsome profits. Sailors, 
who are accorded the privilege of being 
able to import such items legally, are 
now looked upon with envy; long 
queues of Burmese men applying for a 
seaman's certificate have become a 
common sight in Rangoon. 

Foreign residents who have travel- 
led extensively in the country say that 
most Burmese in the countryside re- 
main reasonably contented. They saw 
new houses, small shops and restau- 
rants which — despite the bleak offi- 
cial macro-economic picture — indi- 
cate that the underground economy 
has been prospering. 

As one international ageney worker 
put it: “The standard of living may be 
low, but the standard of life is quite 
high.” With an average US$181 per- 
capita income in 1982, Burma ranks 
among the poorest countries in the 
world. But its rich: natural endow- 
ments have provided the population 
with the basic necessities of life — 
food, clothing and shelter. In the final 
analvsis, the Burmese rural popula- 
tion, with no means whatsoever to 
compare their lifestyles to those of 
people in other countries, probably 
have no idea what else they might 
want. o 
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upled with several major bank 
runs and the urgent need to draw 
nto the banking system hoards of 
h held outside have forced the Cen- 
Bank of the Philippines to launch a 
ramme which over time will sig- 
icantly restructure the country's 
iking system. 
a three-pronged strategy designed 
'ebuild confidence in the system, 
tral bank governor Jose Fernandez 
winced a “crusade” on 27 August 
| will: e 


he central bank a the 
a financial broker offering sug- 







A acquisitions. and buy-outs. 
ly the central bank has. begun 
g evidence mt. the man- 
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a th to P18 "illion- (U8$996 
oe n), to make it the largest private 
§ _ commercial bank. The 


Ey bankers say discussions are 


closure of 19 small. banks > 


way pe Dos a number = 


Philippines — DBP), Pilipinas Bank 
(owned by the government’s Philip- 
pine National Bank — PNB), Commer- 
cial Bank of Manila (controlled by the 
Government Service Insurance Sys- 
tem) and International Corporate 
Bank (owned by the National Develop- 
ment Co.) have all been mentioned. The 
five have combined assets of P12 bil- 
lion, about 8% of the total for the 
Philippines' 27 private domestic com- 
mercial banks. 

Fernandez told the REVIEW the final 
number and size of surviving institu- 
tions was less important than identify- 
ing good management, solid assets and 
the intelligent investment policy need- 
ed to build banks with a stronger finan- 
cial base, a greater commitment to the 


Central Bank: a new crusade. 


community and receptivity to govern- 
ment development programmes. “We 
want to get back to certain fundamen- 
tals like confidence and trust," Fer- 
nandez said. " And that demands a cer 
tain type of responsiveness on the part 
of banks. The long-run thing is to both 
protect deposits and create a financial 
structure much more able to respond to 
the national need." 

The imperative for restructuring the 
system has long been recognised by 
both the government and multilateral 
advisers. A joint report of the Interna- 
tional Monetary Fund and the World 
Bank issued in October 1979 stressed 
the need to increase efficiency in 
domestic savings by moving away from 
the United States' system of special- 
ised panking t to o strong universal banks. 





= 
ES 









But progress has been slow owing to 
a string of financial erises since 198] 
and the government's response which 
merely papered over the problems by 
buying time with  central-bank 
emergency loans and transferring 
questionable banking assets to public- 
sector institutions. Political consider- 
ations cannot be underestimated as a 
reason for this, as many of the worst of- 
fenders with regard to prudent bank- 
ing and investment had government 
backing, either through fiscal incen- 
tives for favoured projects or by direct 
paybacks for political loyalty. 

Many fear the current crusade will 
be diverted in a similar fashion. But 
with public confidence the primary 
issue — involving, at least in part, the 
government's own political credibility 
as well — the central bank must prove 
its independence to convince the pub- 
lic (and foreign creditors) it is more 
than “just another government minis- 
try,” as one prominent banker put it. 

“Uniform application of [banking] 
law is of primary importance,” said 
Fernandez. "Don't think we announce 
a crusade and not do anything." Fer- 
nandez has come under fire from 
politicians and affected bankers for 
exerting too much power since he took 
over the governorship from Jaime 
Laya, now education minister, who left 
the bank in January after the discovery 
of the overstatement of international 
reserves (REVIEW, 29 Mar .). 


he decision to restructure now 
comes at an opportune time for 
two reasons. First, the IMF and 
foreign creditors have finally realised 
that many of the problems which led to 
the current foreign-debt crisis were 
due as much to the shaky domestic fi- 
nancial system as they weretoexternal 
factors of recession, protectionism and 
low commodity prices. 

As the government began negotia- 
tions with the IMF for a stabilisation 
programme to accompany a 615 mil- 
lion special drawing rights (US$645 





| million) standby loan (a precondition 
to rescheduling talks), measures taken 


to reduce the phenomenal growth in 
liquidity only squeezed available re- 
sources of already weakened banks. 
Boosting reserve requirements, for 
example, exacerbated reserve de- 
ficiencies and overdrafts with the cen- 
tral bank and pushed inter-bank in- 
terest rates to record. levels. That shook 
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climate which caused the spate of bank 
runs in July and August and, in the 
end, only led to forced increases in 
liquidity to cover withdrawals. 

Sources say the IMF has shifted from 
its strict reliance on liquidity reduc- 
tion, accepting the need for central- 
bank emergency financing to aid trou- 
bled banks, but in return is demanding 
the central bank take a more decisive 
role in forcing the system's consolida- 
tion, rebuilding enough confidence to 
bring cash back into the system. 

Thus, Fernandez crusade is clearly à 
signal to the IMF that rationalisation 
of the system is not only à priority of 
the central bank, but has the blessing 
of the political leadership as well. In 
addition, with the economy going 
through its worst crisis since indepen- 
dence, rationalisation offers the op- 
portunity to weed out problem banks 
which have been courting failure. 

‘With many Philippine banks tradi- 
tionally organised around either fami- 
ly businesses (in the case of the smaller, 
often ethnic Chinese-dominated in- 
stitutions) or around particular econo- 
mic sectors (for the middle-sized banks 
which rose to prominence during the 
martial-law years in the mid-1970s), 
"banks in general can only mirror the 


follow the law as anyone else. But the 
point is that if the central bank's 
crusade is to be credible, banks such as 
RPB must be dealt with despite the ob- 
vious political sensitivities. 

Other commercial banks which have 
seen both liquid assets and deposits 
fall during the past year are Producers 
Bank of the Philippines, which is 
already under a central bank-ap- 
pointed conservator; Manila Banking 
Corp., also a recipient of central-bank 
emergency financing; Pacific Banking 
Corp.; Traders Royal Bank (also con- 
trolled by Benedicto), and Philippine 
Banking Corp. These five banks plus 
RPB account for 18.5% of total private 
domestic commercial-bank assets. 


ut the biggest problem for the 
central bank is the government's 


own banks, primarily PNB and 
the DBP. PNB is the nation's largest 
commercial bank, with P80 billion in 
assets, equal to 53% of total private 
commercial-bank assets. While every 
administration since independence has 
used PNB for its own investments, 


fiscal constraints of the government, 
both PNB and DBP (which has P5.5 
billion of similar obligations) are 
scrambling to auttion off foreclosed 
assets for cash. But, as most top bank- 
ers admit, the main problem of the two 
institutions is that appraised asset 
values pall in the face of book values. 
One of DBP's hotel foreclosures, the - 
Holiday Inn, had collected loans from 
DBP totalling P240 million by the time 
DBP decided to sell it in late 1982. Its 
appraised value for sale was P115 mil- 
lion, with P10 billion in uncollectable 
receivables. It was sold in early 1983to — 
Benedicto for P105 million. 

Senior bankers say that while gov- 
ernment responsibility for the de- 
screpancies and lost funds should be 
clear, for thebanking system's survival 
it should be considered, however re- 
luctantly, as water under the bridge. 
Severe asset pruning is the only solu- 
tion and tough, politically hard deci- 
sions should be enforced. While Mar- 
cos told the REVIEW somewhat crypti- 
cally at a June press conference that “it | 
will probably mean a lot of doing," — 
Fernandez, also present, - 
elaborated: “It is one of the — 
items that is contained in the — 
programme that we are nego- 


state of the economy in their particular 
sector," according to one of the coun- 
try's top bankers. In trying to identify 
banks heading for an overhaul, this is a 
useful rule of thumb to apply. 

For example, Republic Planters 
Bank (RPB), run by so-called presiden- 
tial crony and sugar baron Roberto Be- 
nedicto, will present inevitable 
headaches for the central bank. Domi- 
nated by accounts in the sugar indus- 
try, RPB has been faced with world 
sugar prices of less than 5 US cents à 


tiating with the IMF...itisa — 
study in debts and an attempt — 
to analyse real cash flows that — 
will come out of these institu- 
tions and an attempt to look at^ 
the technological basis for re= 
covering any of the invest-— 
ments that have been made 
which appeared bad. It will not — 
be something that will be dne — 
overnight. It will require seri- — 
ous in-depth studies and the -— 
assistance of technical help — 


Ib, well below the 12-14 cents a lb aver- 
age cost of production. The National 
Sugar Trading Corp., which Benedicto 
heads, is months behind on payments 
to producers, and there has been in- 
creasing pressure to dismantle the 
monopoly completely. Domestic trade 
has already been freed somewhat and 
many feel World Bank conditionality 
on a recent structural-adjustment loan 
could force Benedicto out of his 10- 
year domination of the industry, de- 
spite his past political role as ruling 
party chairman in the country's main 
sugar-producing region. 

This crisis in the industry has been 
reflected in RPB's accounts. While its 
assets remain at P 6.9 billion as of June, 
its liquid assets have fallen 50% since 
June 1983 (from P873 million to P438 
million), leaving its ratio of liquid to 
total assets a mere 0.06:1. Total depo- 
sits have dropped nearly 24%, and a 
presidential order last year instructed 
the central bank to treat RPB's over- 
drafts as loans. Fernandez says this is 
no longer the case and that RPB must 





under the 18-year rule of President 
Ferdinand Marcos, it has become in- 
volved in massive financing of favour- 
ed, and frequently failed, investments. 
From companies such as the Construc- 
tion and Development Corp. of the 
Philippines (renamed Philippine Na- 
tional Construction Corp.) to Delta 
Motors Corp., PNB has financed either 
directly or via government guarantees 
of foreign borrowings large enough 
amounts that when the firms failed, 
PNB was left with the options of either 
foreclosing or converting debt into 
equity. 

Prime Minister Cesar Virata (con- 
currently finance minister) says PNB 
needs some P7 billion in emergency 
funding to cover its foreign guarantee 
obligations through 1985. Given the 


from all over the world . . . to: 
try to convert some invest- 
ments into cash." 

Marinduque Mining and In- — 
dustrial Corp., the nickel mine 
and refinery foreclosed re- 
cently by PNB and DBP with a- 
combined P22.7 billion outstanding — 
debt (REVIEW, 30 Aug.), had most of its 
assets sold at an auction on 31 August. — 
There was only one bid, from PNB and” 
DBP jointly, for P14.8 billion. 4 

The banking crusade the central 
bank is undertaking is, as Fernandez 
emphasises, a long-haul! affair. But 
with public confidence in the system 
one of the goals, if not the primary one, 
political commitment will be as 1m- 
portant as the technical investment 
and banking salvage operations 
undertaken. As one senior banking of- 
ficial explained: "If you decide to clean 
up the system, stop making threats and 
move. Otherwise the cure may be too 
late. Do it while you still have enough 
assets. It'S a value judgment, but its 
the only medicine.” o 










aul Ensor in Seoul 


airline business, Korean Airlines' 
a} recent decision to change its 
Korean Air along with a com- 


peculation. Was it connected with 
iooting down by Soviet fighters of 
07 just one year ago? The airline 
; that it was not. 

ing from insignificance 15 
igo. to become the world's 
i-largest international carrier, 


iddled in the past with theimage 


ues which have recently 
the international scene. 

| to KAL's director of ad- 
K. Kim, the company had 


ince 1979. "The old name and 

e almost a colonial hangover 
X Japan Airlines [JAL]. Even 
(d swan in flight which was 
bol, was just a variation of 
tylised crane," hesaid. (The fly- 
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5th anniversary (since it was 
ed by the Hanjin Group from 
ernment) was the occasion 
option of the new name. = " 
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of the KAL 007 disaster. The im- 














ars to have subsided. According to 
Chang, director of marketing and 
ticket sales on the Pacific route 
'd noticeably in the six months 
owing the incident, but the summer 
n, boosted by heavy. demand 
ted. by the.Los Angeles Olympics, 
as kept both KAL and its main com- 
tors busy with more trade than 
y can cope with. According. to 
hang, the lingering after-effects on. 


















; only among Chinese-Ameri- 
dJapanesecustomers. 
onths that followed the inci- 
IL went through à major 
up. The most noticeable change 
1e advent of a new president, Cho 

| ig Kun, aged 51, the younger 
orother of Ch | 
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yrea's national airline tries to improve its image — 
ame change in the aftermath of the 007 disaster 


dustry as image conscious as 


redesign of its logo, inevitably led. 


| a major shake-up: at. all levels of the 


y. renamed Korean Air has 


Shared by many South Ko- 


nning a change in name and 


n was apparently also felt to be | 


ommissioned logo ideas from 


ettling for one from a Boeing: 
iary. According to Kim, the air- | 


rline is busily trying to im- | = re 
ts image, particularly in the | to remodel the co 
cient lines.. 

e effect of the disaster on sales = p 





d of the 007 disaster are notice-. 


ho Choong Hoon, 64. The _ 


purchased Korean Airlines in 1969 
from the South Korean Government 
and added it to the Hanjin Group, 
which he built up from a trucking firm 
founded in 1945. The younger Cho is 
American-educated, and enjoys great- 
er foreign contacts than his brother. 

He took over the airline on 24 Feb- 
ruary, and along with this change came 


company — senior executives were 
shifted into new positions, and 14 
pilots were fired. Foreign airline man- 
agers in Seoul report that the new pre- 
sident has been studying the organisa- 
tion of his competitors, openly discuss- 
ing his thoughts with them in an effort 














mpany on more effi- 


LJ igh on the agenda has been the need 

‘Sfor higher safety requirements. 
Whatever else happened on the fateful 
night that KAL 007 was shot down, it is 
clear that some navigational mistakes 
were made. Soon afterwards, KAL was 
involved in another accident, when a 
KAL DC10 collided with a 12-seater 
aircraft in Anchorage, Alaska. Seven 
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gradually recovered from the 
ing effects of the gof 
last. Sep 
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standards since his arrival in January; 
for example, the average pilot (all KAL 
pilots come from the South Korean air 
force) now receives an average 250 
hours of training on commercial air- 
craft compared to 156 in 1983. 

In late 1883, KAL purchased a Boe- 
ing 747 flight simulator. This is housed 
in a new centre in Inchon with 
facilities and equipment costing 
around US$15 million. The completion 
of a new training airport on Cheju is- 
land should also add to the carrier's 
training capabilities. Helping pilots 
and flight crew improve their profi- 
ciency in English is anotherhigh prior- 
itv. Language has been a problem for 
KAL pilots when communicating with 
ground controllers, according to in- 
dustry sources, 

Despite its well-publicised problems 
in 1983, KAL's results were fairly res- 
pectable. Revenues rose by 11.2% over 

| (1982, reaching Won 
933.9 . billion. 
.(US$145 billion). 
Expenditure 
growth, slowed by. 
lower energy out- 
lays, climbed at a 
rate of 10.4% to 
Won 931.9 billion. 
However, after-tax 
profits were down 
47.3% to. Won 2.5 
=d billion. Butthe drop 
| in profits was still 
_| better than the pre- 
. vious. two years’ 
. heavy . losses and 
profits in the first 
half. of the current 
year. are already 
ahead of last year’s 
. total. KAL's credit 
rating has improved in recent vears, 
according to one United States banker 
in Seoul. "We would not have gone 
near them in 1982, but now they are 
borrowing without government gua- 
rantees, and we would welcome the op- 
portunity to lend." 

The Hanjin Group, of which KAL is 
the largest company, is respected as a 
relatively cautious conglomerate. It 
has kept largely to its speciality — the 
transport business. But owing to its 
troubles in 1983, KAL's insurance pre- 
miums rocketed by 300% in 1984 — 
this was much larger than increases 
faced by other airlines in this area, but 
should be seen in thecontext of a cyeli- 
cal rise in premiums this year. ; 9 

_A major challenge in the future wil 
be maintaining. passenger growth. In 
the first half of this: year, KAL, has 
damag- 
flight 007. 
fall off 
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0 Jem, but are 
ing strong signs of recovery. 

KAL carried 4.79 million passengers 
in 1983, an increase of 12.8% over the 
previous year; but almost all of this 
growth came from domestic business. 
Prices on domestic flights are control- 
led, making it less profitable, and in 
1984 growth isexpected to be similarly 
lopsided in favour of domestic travel. 
International passenger traffic has 
been (slow, and long-distance routes 
have been especially trouble prone. 
Middle East routes registered a drop of 
23.6965 in passenger traffic in 1983, a 
trend which has worsened in 1984. The 
sharp drop in Middle East traffic has 
been due to the fall off in construction 
business for South Korean contractors 
there. Passenger traffic on trans- 
Pacific routes rose by 11.5% in 1983, 
but slumped in the six months follow- 
ing the KAL 007 disaster. Since then 
business over the Pacific has reco- 


Cho Choong ong Kun: remodelling. 


vered, doubtless spurred. by Olym- 
pics-bound. traffic in August when 
load factors soared to 88%. | | 
According to Chang, the main con- 
straint on passenger growth will be in- 
tensifying competition. Chang sees 
trans-Pacific business as the greatest 
growth area in the future but competi- 
tion is quickly heating up, with US and 
other Asian carriers increasing their 
frequencies as well as opening up new 
routes. Fierce price-cutting is. done 
mainly in Hongkong and not in Seoul, 
which remains overpriced due to the 
smallness of its market. | 


D s in the US, along with 
US anti-trust laws that make 
negotiations between airlines on prices 
illegal, have combined to make the 
Pacific look as if it may soon become as 
cut-throat a market as the Atlantic. 
KAL's traditional position as a budget 
carrier. for’ trans-Pacific passengers 
between Hongkong and Tokyo a 
JS is ed, while the 
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| passenger loyalty and move away 


| isfocusing on the bi 


nd the 


vices. | | 
Partly aroused by the possibilities 
posed by the 1986 Asian Games and the 
1988 Olympics in Seoul, more foreign 
carriers.are showing an interest in fly- 
ing to Seoul, despite low outward- 
bound demand. Worries about foreign 
exchange prompted the government to 
review its policies towards foreign 
travel earlier this year, halving the 
number of passport holders with mul- 
tiple-exit visas to 60,000. The foreign 
community of 220,000 (including 
40,000 US. military personnel) ac- 
counts for around half of local ticket 
sales, and the market is not growing. 
Roughly 60% of local sales are of 
KAL tickets, many of them to govern- 
ment and business customers who 
would not travel on any other carrier 
as a point of policy. Foreign airline 
managers in Seoul describe the local 
market as one of the most restrictive in 
Asia, citing “strong-arm methods" 
sed by KAL to.maintain its market 
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car which would receive 
rocal landing rights. To increase 
asseng d mo from 
its past status as a budget carrier, KAL 
business-travel mar- 
ket, giving its "Prestige Class" virtu- 
ally the same treatment as its first 
class. Passenger traffic to and from 
South Korea totalled 2.16 million last 
year, a 1% increase from the previous 
year, and it is not.expected to show 
much change in 1984. | 

Perhaps the healthiest end of the 
business is cargo, which accounted for 
25.8% of revenues in 1983. KAL’s fleet 
of four 747Fs and two 707Fs is among 
the largest in Asia, and as a reflection 
of the growth in world trade last year, 
traffic increased by 9.5% to 1.2 billion 
revenue tonne km. The cargo load fac- 
tor dropped slightly-to 76.555, but this 
was largely due to a 16% growth in 
available capacity. KAL . maintains 
three cargo terminals — in Seoul, New 
York and Los Angeles airports. 

Just how well Korean Air will farein 
an increasingly competitive environ- 
ment remains an open question, but 






















The bonanza in exported labi 
to the Middle East is over _ 
— and Pakistan feels the | 





















thousands of Pakistanis wio 
been working in the Middle 
during the past decade start. to- 
home, the Pakistani Governmen 
ginning to wrestle with the's 
economic problems posed by t 
turn. At the top of the list is the 
declining worker-remiltances. 
have on Pakistan's balance of j 
ments. 
The "Dubai chalo” (Let's goto E 
syndrome, as the emigrant i 
phenomenon had come to be poy 
known, appears to have ended, : 
fact that the boom is bustir 
brought home by a 113-page P 
just made publie in Pakistan. E 
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exports, it is obvious that the 
westward exodus has peaked. 

Over the past decade, remit 
from overseas workers have acci 
for 53% of Pakistan's total foreign- 
change earnings, amounting to Us 
billion during the period. Thev repr 
sented 10% of the national income; 4i 
jobs overseas soaked up 10% of 
labour-force increase. i 

Remittances helped the governme 
to limit its balance-of-payments d 
ficits, especially those arising [re 
ports of oil. Pakistan's oil bill ros 
less than US$100 million in 197 pef 
around US51:5 billion in the past. 
years. Hard currency remitted 
workers was converted into rupe 
used by their families to buy 
necessities, as many of them wer 
ing below the poverty line; to puret 
a house or farm land; for consu 
durables, and for business inve 
— inthatordet. -- 


















































the Finance v 
e > | : 
power was always on the 
the worldwide oil glut and 





' construction projects in the Mid- 
East; where the Pakistanis were 
inly. employed,. but government 
nomists seem to have been slow to 
Sp its full implications. Planning 
nister Mahbubul Hag only recently 
unced. "adjustments". in the em- 
)yment and export strategy of the 
3$36 billion sixth. five-year plan 
3-88) to meet "the possible chal- 
fe of the worst scenario of stagnant 
declini emittances, and net 
| the Middle East" over 












ompletion of large, labour-inten- | 





 sendho ne US$78 on a year). 
But most of them are settled, with their 
families in the host countries, and their 
savings and investments are generally 
retained there. 





S audi Arabia employs 59% of all Pa- 
kistanis working in the Middle East. 
It is followed by the United Arab Emi- 
rates with 15%, Qatar 8%, Kuwait 6% 
and Bahrain 3*5. Despite diminishing 
oil revenues, these countries are pro- 
jected by the World Bank to have 5.3% 
annual growth in the next five years or 
so. It is expected, therefore, that they 
will continue to employ expatriate 
labour, but with the accent on skilled 
workers. So future requirements will 
be far less than the 4.76 million esti- 


mated by the ILO as the total expat- | 


riate labour force, from.all countries, 
in the region in 1982. .  . 

"There is a lot of speculation about 
the possible changes in the demand for 
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illion. To whichever one of these fig- 
ires is accepted as closest to the mark 
ist be added a large number of illegal 
migrants, estimated .by | some 
ources at around 500,000. The govern- 
ment's Bureau of Emigration claims 
hat 1.6176 of Pakistanis in the region 
professionals — doctors, engineers, 
ountants, teachers:and nurses, as 
i as managerial personnel — 4.5% 
clerical workers, 14.9% are ser- 
workers and-79% are "produc- 
^ Workers, employed mainly in the 
nstruction industry, half of whom 
are classed asunskilled: ..— . 

~The bureau ¿also estimates that 
62.5% of overseas Pakistani workers 
. are employed in the Middle East and 
. the Gulf, which is the main source of 

remittances. The remainder. 

























an 


| ing, and able to operate under fairly 


Severe conditions; they do not drink, 


are work- 


Pakistani labour in the future," says 
the study, which points out that labour 
has been exported to the Middle East 
from various other Asian countries, in- 
cluding India, Sri Lanka, Bangladesh. 
South Korea and the Philippines. 
Much of the non-Pakistani labour, 
says the study, “is priced less than the 
Pakistani labour and has been cutting 
into Pakistan's share or is, at least, ex- 
pected to do so in the future. If this is 


| true, then Pakistan's share will gradu- 


aly fall.” — | 

In view of this, the government has 
already lowered the minimum wage 
at which Pakistanis can be recruited 
to the region by about 10%. Pakistanis 
still enjoy certain advantages: they are 
the singlelargest group from any coun- 
try; they are reputed to be hard-work-: 














and their soci 
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the se cen, the Musli 
ries of the region are generally 


to have co-religionists working 
them.) | "E 
According to the study, net 
tion during the sixth plan wil 
from .240-310,000 — subst; 
lower than the original plan e 
of 550,000. The plan had est 
that home remittances would s 
from the current annual kk 
US$2.8-3 billion to US$4.5 b: 
year by June 1988. A fresh prc 
of earnings will have to wait ui 
region finds a new level of empk 
which it may be abletosustaino 
next few years, based on reas 
expectations of oil revenues. 
Total emigration during th 
period will continue to be "very 
says the study. It. projects tha 
890,000 will go to work in the ] 
East in that period. At the sam 
| return migration will also kt 
tremely high: some 580-600,0( 
study reckons. According to the: 
there will be a. 
from 52-58,000 
that the pro 






























tomaterialise 


skilled workers. "P 
Several steps are proposed t 
| with the situation, including t 
. port's suggestion of the creatio: 
9% more employment within Pal 
. Other measures being conside 
| the Planning Commission includ 
» Expansion and upgrading « 
 Skills-development programme. 








wider income distribution. 
Pakistan will need to push its 


chandise exports by 15% durir 
current fiscal year, 20% in 198t 
28% in 1987 and beyond, Haq 
(Exports in fiscal 1984 were US 
billion.) In order to do this, the go 
ment will have to strive hard to« 
infrastructure such as electricit: 
poor’ supply of which is a 1 
bottleneck to industrial producti 
present. | 

It will also have to sub 
tially deregulate the economy, i 
duce improvement in quality and 
ety of goods, and create expor 
surpluses of items most likely t 
abroad in a changing market. 

The planners will also have to 
the target for domestic employme 
15% in order “to meet the shri: 


opportunities abroad,” as Haq pi 
. "In the situation as it is devel 


4s likely to eme: 
over.the next 













. “Information about money is becomin 
almost as impo ortant as money *. 





E How "oh te IDEES ? Where t to invest? W hien to 

- invest? The right information at the rig it time cx an 
make a crucial difference to your ec mpanvy. T he | 
difference between investment SUCCESS and failure, 
profit and loss. 

CitiBanking gives you that information. Accurately, 
reliably, electronically. In seconds, you can get current 
money market rates. Up-to-the-minute foreign ex- 
change summaries and exposure analyses. Cash avail- 
abilitv analyses. And more. All with remarkable ease. 

Only CitiBanking gives vou real-time access to 
your accounts in over 33 countries—for information 
and transactions. 

CitiBanking gives you unmatched security, too. 
Because you communicate with Citibank offices 
around the world through our own private financial 
telecommunications network. 

To find out how vour company ean benefit from 
the worlds most advanced electronically delivered 
financial services, call vour loeal Citibank Account 
Manager. You'll get the services you need to make the 

most of your company’s money, day after day. 
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GLOBAL ELECTRONIC BANKING 
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In pursuit of profits 








You don't have to travel deep into the interior of Africa or Asia to 
realize the world's increasing need for drinking water. Even Scan- 
dinavia has its problems. 

This ts the story of how an advanced engineering company 
called Atlas Copco helped bring fresh water to the suburbs of 
Asker and Bærum just outside Oslo. 

If you're concerned with company profits, this story could 


relate to you, too, no matter what industry you're in. 





THE NORWEGIANS WHO 


MOVED A MOUNTAIN. 


Metropolitan Oslo is hedged by tow- 
ering mountains that send clear 
spring runoff, cascading into nearby 
rivers and lakes. With all that water, 
you wouldn't think the communities 
around Norway's capital could have a 
drinking water problem, would you? 
But only three years ago they did. 

Like so many metropolitan ar- 
eas, the fast-growing suburbs had 
nearly reached the point where sup- 
plies no longer matched demands. 
The town councils of Asker and 
Baerum had to go looking for more 
drinking water. 

They found it in Holsfjord 
Lake, some 45 — 50 km to the north. 

All they needed was a tunnel 
to bring the Holsfjord water closer to 
home. This turned out to be easier 
said than done. 


By train through the mountain. 
The water tunnel was supposed to 
have a cross section that measured 
roughly 8.6 square meters. Five 
kilometers of tunneling on this scale 
is not something you can knock off 
in one afternoon. 

We're talking about blasting 
and getting rid of 36,800 cubic 
meters of sandstone intermixed with 
quartz, conglomerate and basalt. 
That's equal to one million, three 
hundred thousand cubic feet! Enough 
to make a mountain. 

The contractor, Ingenjorbygg 
A/S, decided to do the job with 
Atlas Copco equipment: a railbound 
rig with hydraulic rock drills, and a 
Haggloader and Shuttletrain for the 
mucking out. 


Unexpected trouble. 
To start with, everything went just 
fine. Better than Ingenjorbygg had 
anticipated, in fact. 





The Atlas Copco equipment 
had an availability of 98?5—1n spite 
of two-shift operation — compared to 
the common availability of 85—90% 
for drilling rigs. During a full year, 
the equipment was only down 12% 
hours. 

The machines also beat the 
contractors efficiency forecasts— 
their projected tunnel advance rate 
of 60 meters per week turned out to 
be 83 in practice. Three quarters of 
the way into the project, the tun- 
neling team found themselves six 
months ahead of schedule. That's 
when the problems began. 

Suddenly, the team struck ex- 


| tremely fissured rock that held tre- 


mendous quantities of groundwater. 
Progress slowed down and for six 
months the men had to struggle 


Finishing Oslo’s new fresh-water tunnel 
right on schedule despite severe unex- 
pected problems, site manager Tarald 
Nomeland gives credit as much to his 
crew as to his Atlas Copco equipment. 
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against falling rocks, nasty cracks, 
and seeping water. 

"It was like being in the lead 
in a 10,000 meter race — and being 
tripped; one team member ex- 
plained afterwards. 

Once through the fissured for- 
mations, however, the team picked 
up speed again. The final holes were 
drilled and blasted right on schedule, 


despite all the problems. 


Who is this Atlas Copco? 

By now you may be wondering, 
"What has all this got to do with me? 
I’m not even remotely concerned 
with the tunneling business?” 

A lot. Read on and see. 

Atlas Copco is one of the 
world's leading companies in the 
field of compressed air and hy- 
draulics. But we're also active in 
other technical areas, such as elec- 
tronics. 

The company sells its 3,000 
products and services to 250,000 
registered customers in more than 
120 countries. Our manufacturing 
and product development are spread 
over 16 countries. Invoiced sales in 
1983 exceeded U.S.$1,000,000,000. 





| Atunneling team playing well together. 
At Atlas Copco's training course, they 
all — including the two cooks — fine-tun- 
ed their teamwork to profit-earning co- 






















Typical customers are indus- 
ries involved in mechanical produc- 
ion, food processing, chemicals, 
yharmaceuticals, textiles, and elec- 
ronics. Included in this group, of 
:ourse, are building and construc- 
ion contractors and mine operators. 


The secret of the Holsfjord success. 
In a business where every day of a 
project counts, Ingenjorbygg finish- 
ed right on schedule. Their six- 
month lead when they struck fissur- 
ed rock saved them. 

“The equipment played a ma- 
jor part in this”, says site manager 
Tarald Nomeland. "But the tightly 


| our 


ordination. 


one-week 


| Course. 
| They spent six days in 
classrooms and at 
tion site learning all the | 
neling technology. They fam liari: ize 
| themselves with the e pee ntt 
were going to use, 
them how to optimize dri 1 patterns 
with the help of computers 

That's what we mean when 
we say we sell more than products 


When 


you 


our customers. 
history you just read. 
Atlas Copco has 15,700 em- 


invitation to send the wh 
| operating team — 16 men, inch 
an electrician and two « | 
Copco traini 


Atlas 


buy 


and \ 
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the demonstra 


atest tun 


ques ved 


Your ticket to better profits 
something fro 
Atlas Copco, you don't get a pr 
duct. You get a profitable dre 

to a problem. Our aim is to help: 
cut your operating costs or inca ise 
your income. Or both. 

We don't pride ourselves o! 
having developed our methods an: 
products all on our own. 
the result of close cooperation with 

Like in the case 


They are 


ployees on five continents. We have 
our own sales companies in 46 coun 


tries and 


distributors, 
direct sales operations, in 


including 
another 


80. All this is backed up by over 400 

service centers with mechanics and 

spare supplies around the world. 
So were never 


more tha! 


uw " knit tunneling team was perhaps | Phone call away. 
te eS ML ooy even more important. They knew C 
: what to do and they did it well to- 
TED L. X25 gether. This, too I thank Atlas Copco Atlas Copco 
“AS owt for” 


E Pn. | if Atlas Copco could help quarters, S-105 23 Stockholm, Sweden. 
CET . = me to aks a little more money. Or use this magazines reader service card. 
fe: ^. " a k C Send me your brochure. “In Pursuit of 
\ rae Profits", with more case histories like this Name m 
X «^93 one and general information on how 
ini 9: | Atlas Copco solves customer problems Position ss" | 
Rock Engineering Service helps you get and needs. 
more money out of your Atlas Copco []Mybusinessis 1 11 1. Company | 
equipment by analysing drill patterns, (specify type of industry). Send me in- Pts 
operating costs and machine perfor- | scr that shows what you can do in > | 
— C]l'minterestedin.— — — 1. Ay 
In recent years, Atlas Copco (specify type of product). Send me rele- State _ Zip y | 
has also established itself in new | vant literature. 
h the O Have your nearest representative call Country Pe 
areas Such as gas Compression, | me for a no-obligations discussion about | 
mining of soft rock—including coal- a specific product. iene 


and heat-energy recovery. 





The contractor had accepted 


I would like to see for myself 


| YES, 


Mail this coupon to Atlas Copco vite 
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The Mandarin Singapore 





The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next to a cinema and bowling alley. Just 30 minutes’ 

drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants * Nightclub ¢ Disco Club 

e 5 Cocktail Lounges * 24-hour Coffeeshop * Shopping Arcade 

* Airline Offices * Bank € Travel Agent and Car Rental Counters 
* Medical Clinic € Hairdressing Salon * 24-hour Room Service 

e Laundry and Valet Service 


Mandarin Recreation & Health Centre 

* Gymnasium * Massage * Steam & Sauna Baths e Hydro-pool 
è Tennis * Squash * Swimming Pool è Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities 

e Pillarless Ballroom (for 1200 persons) è Meeting/Exhibition/ 
Banquet Rooms (of various sizes) ® Full range of up-to-date Audio- 
visual Equipment € Executive & Secretarial Services 

* Foreign Interpreters and Guide Service 


For reservations, please call your travel agent or: 

* LEADING HOTELS OF THE WORLD 
Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
Singapore (65) 737-9955 

* UTELL INTERNATIONAL 
Hongkong (5) 295-591, Tokyo (03) 407-0564, Manila (85) 46-55, 
Singapore 338-3488. 


In the cedi. La i aged 


333 Orchard Road, Singapore 0923. Telephone: 7374411. Cable: Manrinotel 
Telex: RS 21528 Manotel. Postal Address: Killiney P.O. Box 135, Singapore 9123 


A member of Mandarin Singapore International 


MSI Regional Sales Offices: New York (212) 838-7874 * Los Angeles (213) 627-0185 
e London (01) 583-5212 © Sydney (02) 276-677 * Tokyo (03) 584-4250 
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The Pacific Area Travel Association 


1984 PATA 


“Communicating 
with The Americas” 


The PCC '84 is a unique learning 
opportunity 

Emphasizing Marketing 
Communications in The Americas 
Beautiful Hawaii, conference 
venue 

Details below: 


Cost: Delegates US$275 
Spouses US$125 

Place: Honolulu, Hawaii 

(Hawaiian Regent Hotel) 

Contact: Graham C. Hornel, PATA 
228 Grant Ave. 
San Francisco, CA 94108, USA 
Telex: RCA 278353 
Phone: (415) 986-4646 


SEPTEMBER 16-19 
HAWAII 
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More than 110 sold in 4 continents. 


CASA and NURTANIO have collaborated 
in development of a new regional transport 
aircraft: the CN-235. An aircraft that 
combines maximum comfort with minimum 
consumption in perfect balance. 

An entirely new aeronautical concept 
among aircraft of its class. Wider, more 
comfortable, with more space for more 
passengers. Up to 44, with room to relax 
in total comfort. An aircraft 1.90 m. high 
down the aisle. To fly in style. 

That's the new CN-235. The first regional 
transport aircraft specifically created for 
the world of today. Maximum simplicity 
of structural and system design, optimally 
combined with the latest technology. 
Powered by the compact rugged and well- 
proved General Electric CT 7-7 turboprop 
engines. 

An aircraft of maximum profitability. 
For its reasonable purchase price, its low 
comsumption, and its readily accessible, 


CASA-NURTANIO 


We build for the sky. 


CN:235 


Worldwide acceptance. 
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easy maintenance. 

Profitability that works out to less cost 
per seat than any aircraft in its class 

Its aerodynamic design, ideal for short 
or medium routes, incorporates a rear 
cargo-ramp door via which configuration 
can be quickly changed to mixed or cargo, 
and loading/unloading of containered 
baggage is easily effected. 

The CN-235, tops in its class. First class 
for profit, comfort, technology, versatility, 
maintenance and consumption. 

More than one hundred and ten 
CN-235's have already been sold worldwide 
A tremendous takeoff. 


Technical characteristics: 


* Engines: 2 General Electric CT 7-7 
turboprops 1,700 shp. 

« Max, capacity: up to 44 pax. with toilet 
and galley. 

e Cargo capability: 4 LD-3 containers or 
2 88" x 125" pallets or 4.600 Kg (10,140 Ib) 
of bulky cargo. 





For further information, contact: Construcciones Aeronáuticas, S. A.) Rey Francisco, 4 - Madrid-8. Spain. Telephone 247 25 00. Telex. 27418 
Pr ^nntact: PT Airtanin: RPP Taknninni Rid JMH Thamrin A .lakarta Inrnnesia. Telenhnne: 322 305 Telex 44331! ATP. IK 7 





Thank you for making ourFirst Class 
>rvice the most popular inthe world. 






ee 








ee d ea, 






i 


À 
— PA 
f 2.59 


Research has shown that Lufthansa is the largest international carrier of First Class passengers 
in the world. And that, we're sure, is our passengers' way of saying thank you for providing the 
highest quality of First Class service on all of our flights, both international and domestic. 

In return we say thank you to our passengers in the only way we know how; by maintaining, if not 
improving, the standards that make Lufthansa service truly First Class. 
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Lufthansa 


German Airlines 








A bank takeover in | Thailand should lead to a strengthening: S 
of government controls — and public confidence — ^ 


By Paisal Sricharatchanya in Bangkok 





month after the Thai Government 
took over the liquidity-strapped 





A 


Asia Trust Bank (ATB) (REVIEW, 16 


Aug.), officials are’ still trying to tidy 
up the muddled loan book left behind 
by its former major shareholders. 
Since the bank is relatively small — 
ranking 12th in terms of assets among 
Thailand's 16 banks — there has been 
no direct impact on the banking sys- 
tem. 

However, the eater unpre- 
cedented in recent times, is likely to 
spur tougher control by the monetary 
authorities, particularly of other fami- 
ly banking concerns. As a direct conse- 
quence, the Bank of Thailand (BoT — 
the central bank) has ordered a review 
of the 1979 Commercial Banking Act, 
with the intention of amending the law 
to give the authorities more powers. 

Such an amendment seems war- 
ranted to prevent a repetition of the 
ATB saga which showed the extent to 
which public funds can be mishandled. 
Among other things, the bank under its 
former management was accused of 
extending excessive loans to affiliated 
groups with insufficient collateral. 
These include three finance com- 


panies, the Bangkok Entertainment 


Co. (which operates the profitable 
Channel 3 TV station), Jalaprathan Ce- 
ment (smallest of Thailand's three ce- 


ment producers), and a few property 


companies. 


Informed sources told the REVIEW | 








that ATB borrowed heavily from 


foreign sources and channelled part of 
the funds to an affiliated deposit-tak- 
ing company in Hongkong — ATB Fi- 
nance — from where the money was 
apparently re-routed to the Thailand- 
based firms. (This practice is regarded 
as a means of circumventing existing 
laws which prohibit banks from lénd- 
ing to affiliates.) There were also cases 
involving the bank committing to for- 
eign loans which did not appear in its 
books. The outcome is a list of bad and 
doubtful debts, variously estimated at 
Baht 800 million (US$34.8 million) to 
Baht 1.2 billion. 

But this does not imply that Thai 
banks in general require supervision 
more stringent than that accorded 
them under present laws. The majority 
may have started out as family con- 
cerns, but as family holdings were 
gradually diluted, many have become 
highly professional institutions. The 
crux of the problem lies in the absence 
of any effective legal device to forestall 
mismanagement. | 
-As BoT governor Nukul Prachuab- 





. feeling among certain foreign 






executive t 
majority of foreigri sot 
the torm id oe 
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ing aus ordi means ae pro Ocess 
not be strictly a rescheduling g. 
ing to the executive, 
foreign loans total about 
Hon. | 

The government takeover of AT 
which was s formally announced m 


moh put it: "We have limited power 
under existing laws. If any bank is 
found to be engaged in wrongdoing, 
the most we could do is to impose a fine 
[on the bank]. We are also entitled to 
fine bank executives, but that is not 
commonly done since we have to seek 
court approval [which would ‘cause 
public unease]. From there, the law 
leads to the drastic step of [our] step- 
ping in to control the bank. There are 
no other steps in between; we are not 
authorised even to remove poor-per- 
forming bank executives." The current 
move to amend the 1979 act is de- 
signed, in Nukul's words, “to give us 
more teeth." 

Since some e banks still Re win- 


local and Hei n Unlike’ some o he 
Thai banks which have made a co 
certed effort in recent years to short 
their public image and improve. 
ciency by bringing in pr 
managers, ATB has larg 
low profile and left man 
hands of the two controlli 
— Tarnvanichkul and Vichitr 
It has now become clear that the 
tral bank originally intended to ` 
up the ATB mess in a concer 
quiet way, but received little co 
tion from the former shareholde 
In the eng, the takeover was 
sort as the 
deteriorated 
was then blown 
the open. Accor 
a central bai 
ment, x 
been ord 
to improve 
“questionable 
tions since - 
the former $ 
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did. not phia EEL 
personal benefits. 
Aside from the alleged misn 
ment, ATB is also reported ta ha 
| bought a small American bank 
Community National Bank — on 8 
ten Island in New York a few vearsa 
According to a senior central bar 
| source, fae has officially det ried a 
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company reporting and disclosure 
standards. Unlike their Thai counter- 
parts, the foreign bankers tend to have 
far less access to the inner workings of 
local businesses in general and Dens 
rely more on such’ disclosure. 


] 
| 
i 
| 
Ar from consolidating the em | dup Y ie 

ion on established and potential | bu o' cie among New on 
losses faced -by the bank; another | bankers lebanese Johnny Ma, a des 
major task facing the new govern- M en 
ment-appointed management is to re- | 
schedule an estimated US$100 million | takeover, owned 75% of i 
E d pauio ee pe E | ues normal circumstances, : 7 

ween late August and the end of the ank buying into a foreign bank W 
year. Apart from a few Japanese | be illegal on several counts, includ 
banks, the majority of the foreign cre- | violation of (rather rigid) foreign- 
ditors are American banks — includ- | change control regulations. 
ing Crocker National Bank, Citibank, | However, in the case of ATB, the dea 
Manufacturers’ Hanover Trust and | might have been done through he 
Bankers Trust (REVIEW, 6 Sept,).. Hongkong-based ATB Finance, whic 
A US$7.5 million term toan by | is registered as a separate entity fro 
Manufacturers:Hanover Trust which | ATB in Bangkok. The central bank 
Was. oe in Sud EDU EH has Sess understood to be looking inte - 
ü AC | structure of the Hongkong outfit 
| The final crünch came after the be 






TO [CT Ti 2 ur Jil AQ) le das 
M wher "dts rese sharel nolders $ QUE 
urgent S BoT. assistance. Informed 
a analysts told the REVIEW that one 
ma galor factor which underscored the 
foreign creditors’ declining confidence 
in PATB was the abrupt dismissal in late 
uly of Nophorn Bhongsvej. A re- 
‘ted banker who served a long stint 
is vice-president of Citibank, manning 
ts Bangkok representative office, 
En was first brought into ATB in 
xcember 1983 by Johnny Ma, ostensi- 
bly to modernise the bank. The move 
the m was fully supported by the central 
bank. But in trying to institute somc 
degree of professionalism, Nophorn 
ap ntly met stiff resistance from 
he old directors, which explains his 
m den termination. As a result of the 
ke-up, Nophorn has been rein- 
5 tate ed as director and senior executive 
'e-president. 
















































































Binder the takeover formula, which 
WW was arrived at after intense nego- 
tie itions, the Finance Ministry effec- 
tively took over 51% of the shares from 
he Tarnvanichkul and Vichitrananda 
families and secured their agreement 
^s transfer the voting rights for 
another 24%, which would give the 
government a 75% voting interest. The 
she hare transfer has been completed, but 
tra nsfer of the voting rights has not 
been as smooth. A 24 August deadline 
foi mme transfer of voting rights has 

7 passed, and the government pre- 
ently only has about 10% (of the ag- 

d 24%). 

The takeover was dramatised by a 
ser es of sharp criticisms from the 
fermer r shareholders, one of whom ac- 
t d the central bank of arm-twisting 
the em into the deal. An ensuing war of 
ords was fought in the local news- 
pape , and only halted after officials 
hres atened to take legal action against 
old directors for some of their 
st shady dealings. Under the agreement, 
> former shareholders have the op- 
tion of buying back 6% (of the 51% of 
Cé capital transferred to the government) 
Stive years. 
Sources said about Baht 900 million 
E deposits was withdrawn from the 
sank during the crucial changeover 
pe riod; but part of that has already 
beer returned. Although ATB now 
takes on a new status as a state-owned 
bank, operations are said to have re- 
turned to normal after a massive Baht 

1.2 billion infusion of funds, which 
comprise soft loans from the central 
plus inter-bank credits. 

_ The new management team, led by 
chairman Kasame Chatikavanij (a re- 
ted administrator and long-time 
head of the Electricity Generating Au- 
thority of Thailand) and chief execu- 
. tive officer Waree Havanonda (who is 
. seconded from his job as director of the 

BoT's Department of Banks Supervi- 

sion and Examination), has clearly re- 

stored public confidence. 


68 


Dc 
Mali 


j Eur us + M * TIU ` 
[s P» " i = TS -S ao , 
i i n "4 ;2 : 





T xq 


_ et f n 
Y L 
\ Á- e 
2 ! ar $ 


China appears on the way to replacing a two-tier rais for the 
renminbi by slowly devaluing the official exchange level 


By Robert Delfs in Hongkong 

he value of the Chinese currency 

unit, the renminbi, dropped to 41 
US centsinlate August, marking a new 
stage in its progressive devaluation. In 
the past 12 months, the rate has de- 
clined from. US$1:Rmb 1.98 (Rmb 
1:US$0.51) to US$I:Rmb 2.41, a slide 
of 18%. 

It is widely believed that the Bank of 
China (BoC), will continue to move the 
official exchange rate downward over 
the coming months until it reaches 
US$1:Rmb 2.80 (Rmb 1:US$0.36), the 
so-called “internal settlement rate” 
used for domestic foreign-exchange 
transactions within China, 

In theory, the renmninbi exchange 
rate is based on:a basket of interna- 
tional currencies, but the mix and rela- 
tively weighting of the currencies in 
that basket have never been divulged. 
In practice, the official rate is adminis- 
tratively determined by the BoC on a 
daily basis in US dollars with rates to 
other currencies calculated in terms of 
cross-rates to the dollar. 


BoC officials are silent about the 


reasons behind the steady downward 
movement of the renminbi, but it is 
likely that their intent is to bring the 
official rate in line with the internal 
rate to eliminate the two-tier foreign 
exchange rate. 

The American Textile Manufactur- 


ers Institute petitioned the US Com- 
merce Department in October 1983, al- | 
leging that the system constituted a 
dual exchange rate which ‘unfairly 
subsidised Chinese exports, and call- 
ing for a countervailing 40% duty on: 
Chinese textiles imports. 

Determining what, in a controlled- 
price economy, constitutes a sub- 
sidised, or non-subsidised rate was a 
challenge the Commerce Department 
was not anxious to face, and in De-. 
cember, under.pressure from the US, 
Government, ,the textiles industry 
lobby withdrew its complaint. 

Because the internal settlement rate 
is applied to most, if not all, foreign- 
exchange transactions, the current de- 
valuation will. have little. effect. on 
China's foreign trade. Although it is 
used only within China among Chinese 
enterprises and the BoC, it.can be ar- 
gued that, in terms of transaction vol- 
ume, the internal settlement rate is the 
real exchange rate. The official rate is 
in effect an artificial rate incorporat- 
ing an invisible tax levied on foreign 
residents in China (and who receive an 
overseas income), investors in China 
and those Chinese who receive foreign- 
currency remittances. 

The lack of a linkage between the of- 
ficial rate and foreign trade transac- 
tions and the timing of the-devalua- 





More food in the basket 


The renminbi's devaluation appears to be benefiting 


Hongkong prices and remittances 


he devaluation of the renminbi is of 

special relevance to Hongkong, 
which relies heavily on China for its 
foodstuffs. Almost all meat, two-thirds 
of the fish, half the vegetables and 
more than a third of the poultry con- 
sumed in the territory come from 
China. Foodstuffs are believed be 
among the few Chinese exports for 
which the official exchange rate plays 
a more than nominal role in determin- 
ing prices. 

Food prices in the territory rose 
steadily through 1982 and 1983 as the 
Hongkong dollar declined on fears 
over the territory's future. By Octo- 
ber 1983, shortly after the Hong- 
kong dollar's precipitous dive to 
US$1:HK$9.55, the foodstuffs compo- 
nent in the Hongkong consumer price 
index B (CPI-B) had risen 13% in nine 





months, falling dightivan OAR) BS 
after the Hongkong Government effec- 
tively pegged the local dollar at a rate: 
of USSI:HK$7.8. 

Since the Hongkong dollar was peg-. 
ged to the US dollar, food-price in- 
creases have been. extremely modest. . 
In July, the foodstuff component in 
CPI-B stood only 1.2% above the 
October 1983 level, while the over- 
all weighted. index has climbed by 
3.6%. 

It is likely that the devaluation of be. 
official renminbi rate may have been a - 
significant factor in the moderation of 
food-price increases in recént months. : 
Hongkong residents, many of whom ` 
have close ties to family.living in 
China, also benefit as their Hongkong ` 
dollar remittances to China yield more ; 
in us run of rennin = DELFS - 
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direct re: sponsi to ne ab 
merce Dep Rum ent probe. "the episode 
shocked the Chinese into realising that 
matters which they considered to be 
strictly internal could have unforeseen 
repercussions as China's economic in- 
volvement with the rest of the world 
increases under the open-door policy 

China's internal settlement rate was 
quietly introduced on 1 January 1981 
in response to problems arising from 
the decentralisation of foreign trade. 
As the state relinquished its monopoly 
of foreign trade, the mechanism by 
which exchange-rate profits and losses 
had previously been absorbed into the 
state budget had to be modified as 
well. 

Under the old system, the state 
foreign-trade corporations (FTCs), in 
what was essentially an accounting 
procedure, "sold" imported goods to 
purchasers and "purchased" export 
commodities at fixed domestic prices. 
The transaction was negotiated by the 
FTC at the best price that could be ob- 
tained and the resulting costs or pro- 
ceeds converted at the official rate and 
credited or debited to the state account 
at the BoC. The net loss or gain in the 
state's account at the end of the year 
represented both the net surplus or de- 
ficit on foreign trade and a component 
derived from any deviation of the ac- 
tual exchange rate from an "ideal" ex- 


ortec Co m- 








The question of what the "true" ex- 
change rate should be for an adminis- 
tered currency in a fixed-price econ- 
omy is a difficult one. In classical 


| terms, the true rate would be deter- 


mined by supply and demand condi- 


| tions arising out of balance-of-pay- 


ments deficits or surpluses and expect- 
ations about future rate movements. 


|: the absence of a market which can 
express supply and demand factors, a 
"true" exchange rate can be hypothesis- 
ed as that rate which expresses the ratio 
between Chinese and international 
prices. But this also raises problems 


| 





| necessary to develop a new 


rest of the world. 
Even 


mula vields not one 


that China be- 
gan to decentralise 
foreign trade, the 
state tende 
renminbi profits on 


time 


imports and incur 

Bev de ceased balle renminbi Idared DEB 
exports after settling 

accounts at the then 

official rate of 

US$1:Rmb 1.50. This 

was because finish- 

«vewoR ed goods, which 


made up a large share of Chinese im- 


ports, were priced higher relative to 


raw materials, which made up a large 


share of exports, than was the case if 
the world markets 


With decentralisation, the 


tions) were allowed to carry out 
foreign trade on their own account; the 
profits or losses were no longer to be 
absorbed by the state. This made it 
system and, 
more importantly xchange rate 
to rationalise their foreign exchange 
transactions. The then-current rate of 


a new t« 





change rate. tre lor Sont gue to differences in theinternal struc- | US$1:Rmb 1.50 overvalued the 
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^ 700019 The first step in starting a Power 





Export-Import of 
Power Generating 
Equipment 
Hydro-Thermal-Nuclear 





offers: 


generation 


equipment 





Phone: 50 66 82 


e thermal power plants and Diesel generating sets 
e equipment for nuclear power plants 

€ boilers, turbines, generators and other technological 
equipment specific to power plants 

hot water boilers 

district and industrial heating systems 

engineering, studies, designs, documentation, 
know-how, technology. licences, technical assistance, 
staff training and service 


For further information apply to 


IOMeENeRCO 


Foreign Trade Company 
71101 Bucharest-Romania 
194, Calea Victoriei 

P.O. Box 22-153 


Plant Project is finding the right partner 


q3Omcnege3co 





€ turn-key power projects and equipment for power 


@ hydroelectric power plants and hydromechanical 


Telex: 011525 romeng r 
Cables: Romenergo Bucuresti 


limited to 
trade goods, this for- 


but two rates. At the 


| to make. 


Loreirgn-- 
trade corporations and other entities 
(such as provincial trading corpora- 
























e “Tehterptiées since aac 
| D" -enterprise which wishes to 
port purchases foreign exchange 
om the BoC at Rmb 2.80 to the dollar 
nd exporters sell their. foreign-cur- 


ate, regardless of the "official" rate. 


nà's tràde-related foreign ex- 
hange transactions are billed in 
ign currencies — US dollars, yen or 
utschemark — noris there any mar- 


, where a Chinese or external trader 


off uc the vast differ ence in 


e it is difficult to be precise 
about domestic Chinese prices, 
.80 rate probably represents a 
equilibrium price for export 
Yodities (it is close to the average 





a degree, acting in effect as a tariff. 
the differential price ratio effect is 





pansion of light industrial produc- 
n and the increases in fixed prices 
“agricultural products, the gap be- 


lake up a much larger proportion of 
hinese exports now than in 1981. 

‘The devaluation will have important 
ffects on foreign businessmen and 
other residents of China. It should also 
act to encourage investment in China. 
As the official rate moves closer to the 
lower internal rate, potential foreign 
investors will be able to purchase more 
hinese assets for an equivalent 












y potential joint-venture partners, 


ally for foreign trade, have resisted 
he practice of valuing their capital 
contribution at the official rate, argu- 
ing that this undervalues their funds 


"real" rate of US$1:Rmb 2.80. 





earnings to the BoC at the same: 


he BoC does not take any particular: 
s in this system. Almost all of 


o of renminbi prices to internà- | 
prices for the goods China ex- 
and thus B not sis is a 


: his rate overvalues imports . 


now than it was in 1981. With the . 


een finished and raw materials has |. 
arrowed. Also, manufactured goods 


mount of foreign funds,:though out- . 
'ard remittances of profits and di- | 
ends will presumably be penalised. ` 


ell aware of the 2.80 rate used inter- | 


relative to the Chinese partner's ren- | 
minbi contribution if converted at the . 


By Mohan Ram in New Delhi 


if ndia is facing the embarrassment of a 
record foodgrain surplus while half 
its population lives below the poverty 
line, unable to afford minimum calorie 
needs. The foodgrain buffer stock held 
by the government reached. a new high 
of 21.56 million tonnes on 1 July, top- 
ping 1983's 17.10 million tonnes. With 
another bumper harvest expected this 
year, stocks could reach 25 million ton- 
nes within 10 months. 

Foodgrain production in India fluc- 
tuates considerably, due mainly to the 
vagaries of weather. It dropped to 
128.45 million tonnes in 1982-83 from 
133.29 million tonnes in 1981-82. The 
initial estimate for 1983-84 was 143 
million tonnes but it was raised succes- 
sively to 153 million tonnes and the 


same level is expected in 1984-85. 


While there is no statutory rationing 
of cereals, the government operates a 


buffer stock scheme witha twofold ob- 
jective. It provides price support for 
farmers and secures grain at these 
prices for sale through a network of in- 


formal ration shops. These assure that 
a fixed quantity of.grain at a sub- 


sidised price will be available to each 
consumer in urban areas.. 


sidised grain from the ration shops. 
When there is a glut in the market, as 
there is now, sales through these shops 
drop because the open-market price 
moves close to the subsidised price. 
When there is seasonal scarcity or the 


harvest is bad, pushing up the market. 
price, there is a rush for subsidised 
grain.  . 


Against procurements of 17.3 mil- 





But the 
affluent prefer to buy better-quality 
grain in the open market while the |. 
poor cannot afford to buy even thesub- | e 


4 bumper harvest brings India the problem of 
storing a growing stockpile of high-cost wheat 





lion tonnes so far in 1984, sales through 
the ration shops do not look like top- 
ping 11 million tonnes for the whole 
year. Thus there will probably be a net 
addition of more than 6 million tonnes 
to the buffer stock during 1984. With 
the winter crop expected to be good, 
procurement in 1985 is likely to be high 
and ration-shop sales low. so the buffer 
stock will almost certainly top 25 mil- 
lion tonnes. 

Thé immediate problem for the gov- 
ernment is where to store the surplus. 
There’ is an acute shortage of 
warehouse space and at present some 
2.5 million tonnes of grain are stored in 
the open. Further increases in stocks 
would also have to be stored in the 
open, which means a high proportion 
of the grain would be damaged. Sec- 
ondly, carrying large stocks entails 
high Meret costs. The storage and in- 
terest charges of carry- 
ing 25 million tonnes 
for a year works out to 
18 whopping Rs 9 bil- 

Tion (US$782.6 million), 
which is more than the 
total Rs 8.5 billion pro- 
vided for foodgrain sub- 
sidies in India's 1984-85 





buffer. stock of 
abont 10 million tonnes 
(which | is the off-take 
` from the ration shops in 
. à good harvest year) is 
; regarded as adequate so 
the current level of more 
than two years' supply 
“already represents ` a 
substantial surplus.-Ex- 
ports are suggested as a 
way out, but 16.91 mil- 
lion tonnes of the stock 
of 21. 56 million tonnes is wheat and 
with the world price of wheat around 








R$ 209 a quintal (fob); exports would 


| grai 


have to be subsidised by-at least Rs50 a 
-quintal. Rice exports would be profita- 
‘ble, but demand is strong in the rice- 
j consuming southern states and it is like- 
.ly thé.government will import about 
:500,000 tonnes of the grain this year. 


While rich wheat farmers and trad- 
ers would like wheat to be exported 
with the help of subsidies, so 
guaranteeing them big profits, thegov- 
ernment could: 3 : 
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"ari Goldstein in Taipei — 

| the wake of two horrific mine dis- 
isters in June and July that took 177 
ves, Taiwan is revising its coal-indus- 
ry policy to reduce domestic output, 
beralise coal imports and place a new 
mium on mine safety. 

The Haishan mine in Taipei county 
vas the scene of the first disaster. On 
June, an out-of-control coal carin a 
haft struck a high-voltage switch, set- 
| off an explosion that killed 74 
< Haishan is Taiwan's second 
mine and had been considered a - 





































































lel mine. gi A m s 
dust from Haishan had hardly 

ired when disaster struck again on - 
July at the Meishan mine, also in 

pei county. A faulty air compressor | 
t fire, and 103 men died in the 
ing blaze and cave-in, making it 
n's worst mine accident, —— 

double disaster exposed serious 
'omings in safety procedures at 
es all over northern Taiwan, where 
deposits are located. Considering 
' economic value of the coal — it 
ded only 4.3% of total energy 
“in 1983 — the government has. 






roduction. 


Zecause coal 
mestic energy source, the govern- 





ity arguments to justify propping 





e geological facts of life are not 
spicious: most deposits are deep 
ground, making exploitation 
dangerous and expensive. 


iso, the coal is located in thin and 
elv scattered. veins. Consequently, 
ny mines are too small to be effi- 
it, or to be able to afford necessary 
y equipment, according to an offi- 
| of the Ministry of Economic Af- 
. MoEA). Only 58 of the island's 
30 mines produce more than 1,000 
tonnes a month. E : 
Domestic mines have survived be- 
ause they are assured of a captive 
market at an artificially set rate of 
$60 a tonne compared to current in- 
rnational price of US$45 a tonne. 


y accounted for before coal may 

imported. : 

Before the recent policy changes, 

al imports had already been rísing, 
domestic output held steady at 

0ut.2.3 million tonnes a year. But 
4 all or parts of 53 mines having just 

een closed for safety reasons and 

more to come, this year’s production 

vill fall well.short of tha 

shortfall will be made up with ad 














ne disasters have forced the government to revise 
! Taiwan's major domestic energy source 


ded to emphasise safety rather 
is Taiwan's largest 
had traditionally used national- | 


inefficient mines. Unfortunately, - 


mestic coal stocks must be com- 


| 












t level» The. 
addi- 








tional imports, and total coal use for 
1984. — 10.5 million tonnes — is not 
likely to change. Most imports come 
from the United States, Canada, South 
Africa and Australia. 

The Department of Mines, which is 
under the MoEA, has estimated 
Taiwan's total coal requirements in the 
year 2000 at 22 million tonnes. By then, 
domestic output will have fallen con- 
siderably from the current level, so al- 
most the entire amount will have to be 
imported. To facilitate the. expansion 
of imports, the government intends to 
eliminate gradually requirements for 
import permits and to remove price 
supports for domestic production. 

When a team of experts from South 


Africa's Department of Energy and 
Mines came in late July to evaluate the 
coal industry here, they initially said 
all mines should be closed down be- 
| cause the difficult natural conditions 


and low economic value of the coal 
could not justify the expense and 
danger of exploiting it. Later they 
changed the recommendation, possi- 


bly at their hosts’ request, to urge the 


closure of all “obsolete” mines. 

After the disasters, the government 
established a team of investigators to 
assess responsibility and help the 
Bureau of Mines, which is in charge of 
mine inspection, to re-inspect all 





TRADE — 
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| tions is over later this year, only. 
60 mines — primarily thelargerones 


likely to be dismissal from offices © 






When the current round of insp 


are expected to remain open. About 


6,000 of Taiwan's I 


6,000 miners will be 


put out of work. The displaced miners 
are supposed to be taken care of bya 


i new 0 


n 
n 


levy on energy imports. It is 


estimated that a fund of NT$1.2 billion 
(US$30 million), accumulated over.a 
two-year period, will be required, 


ing plans for a new safety-insur- 


| ance plan for miners that would pro- 


vide at least NT$1 million for loss of 
life. Mine owners will pay 80% of the 
premium and miners 20%. It has no 










| ot 
yet been specified if mine manage 
would still be required to provid 





ditional compensation. __ ER o 

Government planners hope mean- 
while to encourage large coal consum: 
ers here to invest in mines abroa 


way of gaining 


ecess to secure 
supplies. The Board of Foreign Trade 
led a delegation to Alaska in July to 
discuss long-term purchase or invest- 


access 


ments in both coal and oil. 


A board official said they held 


exploratory talks with Diamond- 
Shamrock, the Texas-based energy 
concern, and visited its deposits at 
Cook Inlet, but that no deal had yet 
been struck. One problem is said to be 





An off-the-peg suit - 


US importers seek a court injunction against the Reagan 


administration's 


By Robert Manning in Washington. 


Phe battle over the proposal by the 
M administration of United States 
President Ronald Reagan for new 
“country-of-origin” rules for textiles 
and garment imports to the US is con- 
 tinuing on several fronts, in the after- 
math of the administration's decision 
to defer application of the new rules on 
goods ordered before 3 August that ar- 
rive in the US by 31 October. 

On the domestic front, opposition to 
the new rules by US retailers and im- 
porters was taken to the Court of Inter- 
national Trade in New York on 30 Au- 
gust. The recently formed Retail In- 
dustry Trade Action Coalition (Retac), 
comprising major multinational dis- 
tribution chains 
Roebuck, K-Mart 








— 











(including 2 Sears 


tough new textiles regulations 


and trade associations asked the court 
for an injunction against thenew rules. 

Well-placed legal sources told the 
Review that the decision to file the suit 
resulted from a view that no further 
concessions are likely through the po- 
litical process. The suit accuses the 
Reagan administration of violating the 
Multi-Fibre Arrangement (MFA), ar- 
guing: “The regulations do not carry 
out the MFA and the various bilateral 
trade agreements, but to the contrary, 
violate them.” : 

The suit also charges that domesti- 
cally, the new rules "violate required 
administrative procedures" and are 
"arbitrary, capricious, an abuse of dis- 
cretion. and. otherwise contrary . to 
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the low quality of the’ coal, a sub- | 


bituminous grade with a high water 
content that might have’to be mixed 
with other coal to raise its British ther- 
mal unit-rating. 

Taiwan is particularly interested in 
American mines because of the bur- 
geoning trade surplus it enjoys with 
the US, which, in an American presi- 
dential election year is becoming an in- 
creasingly sensitive issue. But some 
companies here are concerned about 
the high transport costs of coal from 
US mines. 

Limited investment in foreign mines 
has already taken place. In 1981, the 
Taiwan Power Co. (Taipower) pur- 
chased a 10% stake in Dentherm Re- 
sources of Alberta, Canada, for US$10 
million. The Dentherm mines in Al- 
berta are still under development, and 


ers and three trade as- 
sociations, and a deci- 
sion on its suit is ex- 
pected by mid-Sep- 
tember. Because the 
driving force in the ad- 
ministration's decision 
to change the country- 
of-origin rules was 
domestic — Reagan's 
commitment to politi- 
cians in the southern 
US, where much of the 
US textiles industry 1s 
located — few analysts 
here see any prospect 
of Reagan rescinding 
the rules because of countervailing po- 
litical pressure. 

But well-placed sources confirm 
that the White House underestimated 
the magnitude of opposition — both 
domestically, from the farm lobby, 
consumers;: retailers and exporters, 
and internationally from Third World 
exporters. 

The only two options for reversing 
the ‘rules now appear to be through 
legal action or at the bureaucratic 




















Taipower officials could not say when 
production would begin. 

Also in 1981, Jadestone Industrial 
Corp., a mining-equipment and tech- 
nical-service firm in Taipei, con- 
tracted with an Indonesian company, 
the Katadin Corp., to help develop 
mines in East Kalimantan, Indonesia. 
In return, Jadestone takes 50,000 ton- 
nes of steaming coal a year, the com- 
pany's general manager said. 

On 14 August Jadestone and the 
Energv and Mining Service Organisa- 
tion, a government research group, 
signed a preliminary technical coope- 
ration agreement with the Philippine 
Bureau of Energy Development. The 
plan calls for Tarwan to provide short- 
term training sessions for Philippine 
mining personnel. The eventual goal is 
direct investment in mines there. o 
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level. If the court does 
not strike down the 
new textiles rules, the 
US Customs Service 
could alter the rules 
after assessing the 
comments on the in- 
terim rules. Concerned 
parties were given 60 
days (until 2 October) 
to submit comments on 
the rules, and the cus- 
toms service could 
alter the language on 
definition of country 
of origin on the basis of 
the merits of argu- 
ments presented. 

US retailers hope to use their legal 
challenge as leverage for behind-the- 
scenes talks with US officials to soften 
the rules. But so far there is little indi- 


| cation that the Reagan administration 


is preparing any such compromise. 

In the US Congress, the farm lobby is 
also continuing its efforts. In a move 
spearheaded by Republican Sen 
Nancy Kassebaum, 15 senators (10 Re- 
publicans) from farming states have 





Hotel Shilla: 
A Memorable 
Exception 


In the heart of Seoul, the Hotel 
Shilla. sumounded by beautiful 
wooded gardens. renders a tradi- 
tional Korean ambience inspired 
by the renowned Shilla Dynasty 


A free shuttle bus rins around 
town every 15 minutes and to the 
airport 5 times daily 


With 738 suites and rooms. 16 banquet 
rooms and intemational restaurants. we 
offer services tailored to the needs of 
guests who wish to enjoy a unique and 
charming experience 


For Reservation: 


«Hotel Shilla Reservation Offices Tokyo (05) 586 7571 
Telex 422790 HTL OKURA Osaka (06) 271.7571 Fukuoka 
(092) 781-3171 *HRI Offices Hong Kong (5) 221-142 


Telex: 72602 Jakarta (21) 321-307 Telex 45755 Osaka (06) 
453-6501 Tokyo (03) 585-7510 Telex 2536! Manila (2) 
857-811 Telex 63756 Singapore (65) 737.9955 Telex 
21528 Bangkok (2) 234-9920 Telex 2997 Sydney 
233-8422 Telex. 27997 Elsewhere (008) 222-053 toll tree 
*OHR (Odner Hote! Representatives) Hong Kong (5) 
262251 Taipei 5515933 Jakarta 322849 Penang 23117 
Colombo 2110! Tokyo (03) 216-0017 Manilia 587686 
Kuala Lumpur 424177 Singapore 23534/4 Bangkok 
2521181 
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Seoul, Korea 
202. 2.Gà, Janachune-Dong, Chung-Ku. Seoul, Koma 
Fet 213-3 Cable HOTELSHILLA 
CPO Box: 7000 Telex: SHILLA K24257. 24150 FAY | Suy 


The Jeading Hotels of the World 


ofore Okuta Cran 
AJAL HOTEL SYSIEM 


Odner Hotel Representatives Ltd OMA 















Lions. TE bomber 
1e fears of US agricultural. in- 
terests that China and other Asian tex- 
xporters will retaliate by cancel- 





ni ; stitabtics réledsed recently | 


alia. have brought undi- 

good news. The government has 
eeded | in reducing inflation and 
..a deficit of A$7.9 billion 
.72 billion) in 1983-84 (ended 30 
gainst a backdrop of gradually | 
ing interest rates. This rare mix 
ichieved in a climate of low corpo- 
lemand for funds, which allowed 
ment to. hog the borrowing 
At the same time, the economy 
n to recover significantly, which 
ed government. revenue through 





i unis ‘months, traditional baro- 
rs such as the housing market 
new motor-vehicle registrations, 
shown improvements. The upturn 


| further in the first half of 1984- 
d inflation is upped to hover just 
96; 

fact that the government needs 
tance another hefty deficit 
not dampened these predictions. 
the total deficit. of A$6.7. bil- 
n, an estimated A$3.9 billion is ex- 
ied to be funded domestically, and 
he remaining A$2.8 billion offshore. 
sa percentage of gross domestic pro- 
duct, the total deficit has been trim- 
med from last year's 4.396 to 3.394 

A relatively uneventful final June 
quarter in 1983-84 set the scene for a 
new fiscal year which should carry 
ver the renewed stability and 
trength that has begun to emerge in 
ustralia. The June quarter's tax com- 
utments.were. met with a minimum 


that.this.was the first J une quar- 
. tem.) 


une in its open- 





onomic activity — particularly the . 
ilus caused by the breaking of the _ 
ght — will contribute enormously | 
vernment revenue in the current - 
year. Interest rates are forecast 


npact on interest rates. (It is signifi- 
ter under a floating exchange rate SyS- . 


The Reserve Bank adopted a inb 
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| But Australia' s interest rates could fall ! ning at mo 
fui ! this fis- | and.is f 


cent: ‘letter from ( 
to Washington Zhang Wenjin. In the 
only other official Chinese statement 


| on the matter, a commentary in the 





by the end of June, interest rates were 
lower across the. board compared to 
three months earlier. Since 


then, they 
have tumbled further, so that Austra- 
lia's 10-year Commonwealth bonds are 
trading at around 12.7% compared 
to 13.7% a month ago and 14.85% a 
year ago. 

Interest rates have taken on a new 
mantle of stability since the switch to 
floating the Australian dollar and the 
exchange rate has correspondingly be- 
come more volatile, absorbing the 
swings in money flows which previ- 
ously fed through into domestic in- 
terest rates. The local currency has 
been a victim of the strengthening US 
dollar, as was the case with most cur- 
rencies in May and June. The Austra- 
lian dollar shed 7.9% against the US 
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dollar in the June quarter. It has more 
recently regained some ground and is . 
quoted at around 85 US cents, com- 
pared to 92 cents in late April. 


T weaker unit was welgailied by ex- 
porters, while importers hoped the 
soft tone was no more than a passing 
phase. Over the longer term, a weak 
Australian dollar provides a note of 
concern, in that it could feed inflation 
which would flow through to Austra- 
lia's indexed wage system. The re- 
covery in the Australian economy, 
pick-up in exports and high level of re- 
serves, all set in the context of a re- 
source-rich country with a stable poli- 
tical environment, point’ to a 
strengthening of the Australian dollar. 




























th par- 
juld seek a ‘mutually 
solution through friendly 
| ons and not resort to unilat- 
eral action." - 
Unless the court issues an infüseflon 











xi against the new rules, the textiles dis- 
jinése "Airihassedor E 


pute will drag on in behind-the- -Scenes 
lobbying in search of a compromise, 
with the future of the "rag trade" 
hanging i in the balance. 


another substan tial deficit on n the cur- 


 rentaccount.. 


The year 1983-84 ended with: a als 
ance-of-payments ^ current-account 
deficit of A$6.6 billion, but this was 
offset. by. capital inflow. ‘The current 
account is forecast to perform along 
similar lines this fiscal year, but there 
is far less likelihood that its shortfall 
will be offset by gains through the cap- 
ital account. Private-sector demand is 
not expected to be huge — though 
semi-government borrowings to the 
tune of A$1.2 billion plus the possibil- 
ity of the Australian borrowing over- 
seas will make a contribution. g 

Meanwhile, the trade account ended 
1983-84 on an improved note, record- 
ing a small surplus of A$282 million — 
its first in four years. Exports are fore- 
cast to rise, but the pick-up in con- 
sumer demand, following the general 
revival in economic activity, will entail 
a rise in imports too. . 

The government's budget strategy, 


announced in August, has been predi- 


cated on continued economic recovery, 


both in Australia and the rest of the 
world. As the domestic economy im- 


proves, corporations will re-emerge as 
borrowers, adding upward pressure to 
interest. rates. This, though, is not 
likely to oécur until well into 1985 and 
the government seems intent on having 
the bulk of its 1984-85 fund-raising 
completed by then. Such a strategy 
leaves room for interest rates to fall 
further over the next six months. 

The challenges ahead, then, are to 
maintain single-digit inflation, lower 
the unemployment. rate and increase 
exports. The latest Organisation for 
Economic Cooperation and Develop- 
ment survey of Australia confirmed re- 
newed strength in the economy but 
emphasised the need to keep inflation 
down and hold wages in check. The 
OECD survey. endorsed the view that 
the Australi economic recovery is 
gathering pace, bu p 
1984's growth rate of. 
4% in 1984- -8 












Jnemployment i is run- 
| 976 of the workforce 
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Scanias roads to progress. 


Hard reality provides the only valid evidence for 
a truck's reliability and durability. Merciless 
roads, torturous climate and critical attention to 
economic results all decide who shall profit in 
the long run. Those roads have taken Scania's 
heavy trucks to a place among the leaders in 





their class. A place earned through a never 
weakening understanding for quality. By a 
determination to find technical innovations tha 
increase profitability for the operator. 

The Scania efficiency backed by a consistent 
striving for quality build our roads to progress 





SCANIA Created for a harder reality. 


Saab-Scania, Scania Division, S-151 87 Sodertalje 
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Automation boosts 
productivity 
at Green Island Cement 


has the technology 








JETSPEEDED RATES 


Country | Smoniha | Emons [ vem 
Brunei B$66 00 B$120 00 
= Sse 00 
inca US$35 00 US$64 00 
Indonesia US$35 00 US$64 00 
m ZET 
Malaysia M$125 00 
Nepal U55640 
Prihppines US$27 00 US$49 00 
Singapore | Sswoo | ssesoo | ss12000 
Thaiand | Us$1600 | uss2900 | uss5300 
Rest of Asia US$35 00 US$64 00 
North Amenca US$48 50 USSB8 00 
asa pcs N2$26 00 NZ$87 00 
1 SURFACE MAIL RATES 






















US$18 00 US$33 00 
Elsewhere £12 00 £22 00 
A$20 00 A$36 00 








HK$285 00 








Sitting Room In An English Country 
House Or Hotel Room In Singapore? 


.-- plus the Asia Yearbook 


In fact, this is a suite in the Goodwood Park 
Hotel. Originating at the turn of the century, the fin 
de siécle character of the Goodwood Park would be 
quite impossible to recreate. Thus great sensitivity 
had to be used when carrying out the recent 
remodelling and refurnishing. 

We've made every room larger than might be 
expected by following more closely the original 
internal walls of the building. By carefully blending 
soothing shades of pastel, we've created a cool, 
relaxing mood in each room. 

It is not at all incongruous, however, that we have 
installed an electronic key system and remote control 
television. The comfort, convenience and well-being of 
our guests is the essence of guarding so carefully 





Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$19.95 or HK$150 (or the 
equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


it CIN ara) 18 3 E LEA >| 


| miseénirdé adidiptqi ts 
| O 3months 

“| 6 months 

O 1year 


Please include the Yearbook at extra 
US$19.95/HK$150. For airmail delivery, 
please add: USS6/HK$45 
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22 Scotts Road. Singapore 0922. Telex: RS 24377 GOODTEL. Cable: GOODWOOD 
GOODWOOD GROUP SINGAPORE 
GOODWOOD PARK * BOULEVARD HOTEL SINGAPORE * YORK HOTEL * LADYHILL 


Reservations Worldwide: Kim M Golden Tulip Hotels. Steigenberger Reservation Service. 
Utell International. Australia, Japan and USA: Southern Pacific Hotel Corporation. 
Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 


Cheque payable to Far Eastern Economic Review enclosed 
To: Circulation Manager 
Far Eastern Economic Review, GPO Box 160, Hongkong 


the unique qualities of the Goodwood Park Hotel. | Payment ot is enclosed 
Bank Hotel qoe 
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Hone Kong over 50 banks count 





on TT Business Computer Systems everyday. 


As an integral part of the The TI 300/600 Business wonder over 50 maj 
innovative CHATS (Clearing Computer Systems also offer a Kong banks count on T: 
House Automated Transfer variety of configurations to fit Instruments everyday. A! 
System) programme, TI Business the individual needs of each more reason you should { 
Computer Systems enable bank and can be expanded or out what TI 300/600 Busi 
bankers to make instant transfers upgraded as those needs grow. Computer Systems 

of funds. Thus eliminating the Price performance, your company today 

need for time-consuming cashier reliability and flexibility. Small Just fill in tl 

orders or the actual transfer of aas —— —————— — — — - 


physical cash. While exploiting 
all the advantages of same-day 
transactions. 

[n an on-line funds 
transfer system, system reliability 
is a major concern. One of the 
key reasons Texas Instruments 
computers were selected for use in 
CHATS was reliability. By using 


TI Business Computers System 


TEXAS" 
INSTRUMENTS 








P ` ; " o£ " F1 - uy) ) K 3 DN "(WT Me , Sverems | 
downtime is almost non-existent. |. T1 300/600 Business Computer System | 
Authorized Distributors: Australia NBS National Business Systems, Tcl: 543 2144 © Indonesia P. T. Inti Astakona Elektronika. 1 | eM ia Time Electronics Sd 
Tel: 03-532 117 © Philippines Universal Computer Services, Tel: 864 175 © Singapore Tet Wai Computer Services (Pte) Ltd, 7 1566 * Taiwan Syscom Computer | 
Tel: 02-773 1302 * Thailand Computer Technology Co. Ltd., Tel: 279 4894 
TI offices: Australia Tl Australia Ltd, Tel: (2)-887 1122 © Hongkong T1 Asia Ltd, Tel: (33-722 1223 © Korea TI Supply Co, Tel: 4 66l €] r1 Philippines 


mgapor Tl Asia Ltd, Tel: 747 2255 © Taiwan TI Supply Co.. Tel: (2)-713 931 


Product value results from solid 


design, quality parts, precise manufacture 


and the calibre of before and after sales 
support. 

Caterpillar achievements in_ these 
areas set the standard of value tor the 
heavy equipment and diesel/natural gas 
engine industries throughout the world. 
Last year alone, Caterpillar invested 
almost US$350 million in research and 
engineering to make our products more 
reliable, productive, fuel efficient and less 
expensive to maintain. 

And, Caterpillar Dealers in Asia 
provide Str lr before and after sale 
customer support services called 


CAT PLUS, to help Cat 





roduct users maximize their profits. 

These dealers make available the latest 
technologies to help you select the correct 
types and sizes of products, analyze pro- 
duct performance and make sure parts are 
available when you need them. 

We pioneered the held ... we con- 
tinue to lead it. As producer of the world's 
most complete line of heavy earthmoving, 
material handling and diesel/natural gas 
engine products, Caterpillar. established 
the standard of value. We pledge our on- 
going commitment to that standard in 
everything we do. 

















publication of- the | re dinal 
lengthy documents by which the 
group will be redivided into its con- 
stituent parts, World International — 
property — and à reborn Eastern Asia 
Navigation (EAN ) — shipping — saw 
the share price leap from HK$1.90 (24 
US cents) to HK $2.15 in a couple of 
days even though nothing has actual- 
ly happened to alter the shareholders’ 

funds or earnings propects. 

The latest rise followed one of simi- 
lar magnitude when the decision to 
separate the two companies was an- 
nounced in late July. Previously those 
wanting a punt on shipping had been 
put off by the Hongkong property as- 
sets. And those interested in. debt- 
free property and the hotel group 
were deterred by the risks on the 
shipping side. 

World International will now con- 
sist of a 44.5% holding in Hongkong 
& Kowloon Wharf, plus whatever 
property or other assets it may now 
acquire, and EAN of 34 vessels and 
vessel-owning asociates with a book 
net asset value of HK$2.3 billion and 
debts, 
HK$1.47 billion loans from the par- 
ent of a modest (by shipping stan- 
dards) HK $862 million. 

The net result is that each EAN 
share to be issued and introduced to 
the stockmarket will have almost the 
same net asset backing (HK$1.37 a 
share) as what is left of World. Valu- 
ing World on the basis of the market 
price of its Wharf holding (HK$2.3 
billion} rather than book value of 
HK$4 billion will give it a net asset 
value of HK$1.39 a share. 

The constituent parts of the current 
World share thus have a theoretical 
total worth of HK$2.76, soa HK$2.15 
market price is still at a nearly 30% 
discount. Is that too much? World 
will inevitably be valued at a dis- 
count of 20% or so of the market 
value of its Wharf stake until such 
time as it starts doing things on its 
own, So if the new World is worth 
HK$1.20 a share, is EAN worth more 
than HK$1? With earnings net of ex- 
traordinaries. and exchange gains 
forecast at not less than HK $376 mil- 
lion, or 22.5 cents a share, and di- 
vidends of 10 cents, it could well be 
worth better than HK$1.10 at present 
market levels. But even at HK$2.25, 











following cancellation of. 


-erty 


two and two still only comes to 3.8. 
€ WHILE Pao has been fretting over 
lack of investor faith, Li Ka-shing 
may be surprised to find he still com- 
mands as much as he does. Cheung 
Kong's first-half profits before ex- 
traordinaries were down only 5% to 
HK$144 million and Li continues to 
make cautious noises. Write-offs of 
HK$126 million were conservative 
and when the property and cement 
industries recover may produce fat 
instant profits. 

But even with the relief provided 
by the cash injection of HK$600 mil- 
lion from the special distribution by 
Hutchison earlier this year, Shroff 
wonders whether the cash position is 
as strong as Li would like. Disposal of 
property inventories has been slug- 
gish and the cement problems costly. 
(Green Island and China Cement 
have required cash as well as write- 
offs.) Meanwhile, capitalised interest 
may bulk large in the balance-sheet. 

Cheung Kong's longer-term prob- 
lem is that it is unwilling or unable to 
commit itself to many substantial 
new projects which would provide 
the possibility of a strong earnings 
stream three years hence. Hutchison, 
meanwhile, has surely peaked. Profit 
before extraordinaries was up 40% to 
HK$606 million but exchange gains 
were HK$49 million of the rise and 


from now on. Hutchison has little in- 


terest-income cushion. 
For Li the key questions are: how 


much can Hunghom, its last big prop- 
produce? Can 


development, . 
Hongkong International Terminals, 
which has 45% of the territory's con- 
tainer traffic, be floated off? And 


should it sell its trading and retail 
businesses, or its big stake in the 


South China Morning Post? 
€ MADISON Securities continues to 
amaze. For the first time in Shroff's 
memory a quoted company and its di- 
rectors hàve been fined for failing to 
publish accounts within the statutory 
time limit. But fines totalling 
HK$11,000 seem unlikely to deter. 
The culprits were members of the 
Chiu family and lawyer Charles Lee 
Yeh-kwong who between them areon 
the boards of so many companies that 
they should know better. But it is in- 
teresting that the listing exchanges 
did not take action against Madison 
long before the law, which is hardly 
draconian, caught up. 

Having bamboozled shareholders 
with silence, Madison directors are 
now proposing that they accept an 
offer from an obscure Luxembourg/ 
Netherlands Antilles company going 















| just HK$40.8 million compared w 


| ures are available) and HK$496- 


by the suspiciously grand name of Iry- 
ternational Bankers Incorporated 
(IBI). What are the identities of th 
interests behind this "internationa 
banking groüp," founded in 1982? 
Prior to IBI taking over, Madison is to 
be “reorganised” by its parent theo 
Far East group which is selling most 
of its stake to IBI for 7.8 centsa share 
while the public will be offered re~ 
latively generous 10 cents a share. 

New shares will be issued, asset 
injected and Madison renamed IBI 
(Far East). Net assets currently t 





































































a book value (admittedly qualifi 
HK$210 million at March 1983- 
latest period for which audited: 


lion at the previous balance date. 
what a lovely mess! | 
The latest entry on the Madiso 
scene is Singapore s United Inc 
trial Corp. (UIC) which will aeq 
14% via an issue of warrants. Sh 
hopes it will bring the same sense o 
propriety to Madison as it did to the. 
conduct of its bid for Tai Sang Land. 
€ KA WAH Bank has attracted some: 
interesting new names to its recen 
announced US$55 million revolvin 
banker’s acceptance facility. It i 
managed by Norwest Minneapoli 
through its Hongkong deposit-taking 
company. In addition to a clutch of 
Australian banks are several 
medium-sized American banks no 
known for an interest in Asia. Maybe 
this, rather than direct loan partici- 
pations, wil now be the way for 
middling American banks to get a. 
toehold in Asia at low risk and low 
expense. 
e EVERYONE in Hongkong is 
thinking about what the contents of 
the Sino-British agreement may do 
the stockmarket — but very little - 
about what it might do to specific 
stocks. The one most obviously af- 
fected by the fine print will be Swire 
Pacific. Highly successful airline 
subsidiary Cathay Pacific which, 
with related aviation companies, 
produces about 50% of operating q= 
profits, is to some extent at the mercy |^. 
of last-minute bargaining over 
landing rights. On the one hand 
it is up against the Chinese airline 
CAAC’s expansionist ambitions, 
on the other its conspicuously British 
control and management, typified 
by its Marco Polo self-image, limit |— 
the extent to which it can appeal | 
to local "nationalism." So it is possi- 
ble that an agreement which looks 
good to the market as a whole may be 
not so good for Swire. 









































































ame. Bartholomew i in London 


Hongkong and Shanghai Bank- 
ing Corp. has agreed to buy British 
tockbroking firm James Capel in a 
ajor step towards joining the finan- 
I services revolution now under way 
Britain and elsewhere.The bank will 
tially buy 28.99». of the broking 
ompany and then take up the remain- 
g equity when the rules of the Lon- 
on Stock Exchange are altered to 
w 10095 ownership. This is expect- 
vithin the next few years. 
he price paid by the bank to Capel's 
jiers, its 62 senior employees, has 
n disclosed. It has only been 
hat the sale is 1n line with other 
arable deals..In one such deal, 
itish stockbroker Hoare Govett and 
was valued) at £78 million 
$102.2 million). The price the 
igkong Bank is paying for James 


















en £80. and £100 million. Barclays 
ik of Britain earlier elected not to 
Capel because the price asked was 


e & Bevan, instead. At that time 
el was ha for £75 million, but 
a flurry of deals has raised 


in. objective. BE the takeover 





the shake-up in financial ser- 
which is taking place in London 


a international Ta 


don Stock. Exchange more than 
"Other single factor, divisions be- 
en different kinds of financial in- 
tions are being eroded (though in 
me cases only to be rebuilt in differ- 


| complete. range of. products from 
tockbroking and fund management to 
anking. and money broking. Even- 
‘tually these new supermarkets should 
ye able to fulfil all the financial needs 
of their clients. The biggest (though not 
the only) difficulty in. this is that the 
combination of these services under a 
ingle roof leads to conflicts of interest. 
example is a fund management 


tion to keep the broking commission 
n-house. This can mean the fund man- 
gement side is not getting the best 












rs covered better by | another 


stockbroker. 
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‘brokers befo v are all spoken for 


.appears to be somewhere be- 
ügh, opting for a smaller broker; 
longkong Bank is to partici-. 
, is reverberating around the. 


1d. As a result of rule changes by the. 


t places). This. is leading to the crea- | 
n of financial supermarkets offering: 


ivailable stockbroking advice on sec-, 


up which usesitsstockbrokingope- - 


vi es base by buying into vai Bank b James s Capel 


The Hongkong Bank has not wanted to 
be left out, partly, perhaps because it 
wants diver sify away from Hongkong 
in view of the coming end of British 


rule there. The bank has previously 


bought into Marine Midland, an Ame- 
rican bank, and attempted to buy the 
Royal Bank of Scotland --.a move 
which was vetoed by the British Gov- 
ernment. 

In choosing a brokér, the bank 
wanted one. with international expo- 
sure. The big four among British bro- 
kers operating in the Far East -— Vic- 


-kers da Costa, Hoare Govett, W. I. Carr 


(Wico) and Jardine Fleming — were al- 
ready taken. James Capel was one of 
the dwindling band of second-ranking 
operators in this area — its Far East 
presence consists only of an office of 
medium standing in Hongkong, a small 
office in Singapore and a new repre- 
sentative office in Japan — so the link 
with the Hongkong Bank will clearly 
benefit reds in ns 


rii inois sur e f | stoc e o ker resea Pu 





ann e e e er et aes 











Hongkong. Bank HQ. a foothold in Europe 





for the past five years. It has a good 
reputation for its European research 
and also has representation in the 
United States. Its foreign business is 
bigger than the number of its foreign 
offices might suggest. 

Capel handles about 5% of the Bri- 
tish equity business done for British 
investors but probably a higher pro- 
portion of such business on behalf of 
foreign investors. The firm has in- 
creased its market share during the 
past 10-15 years to make it the likely 
No. 3 in London in terms of total busi- 


| Heud above water—just 


A government loan brings only temporary relief 
to an ailing Taiwan shipping company 


By Cari Goldstein in Taipei 
"he Taiwan Government has stepped 
in with a rescue plan. worth US$18 
million for the financially ailing Eddie 
Steamship Co., Taiwan's s biggest bulk- 
carrier, but the company’s future is 
still far from secure. 

Under an agreement announced in 
Taipei on 31 August by the Ministry of 
Economic Affairs and the Ministry of 
Communications, the government- 
owned Taiwan Power Co. (Taipower) 
will lend the family-owned shipping 
firm US$18 million, paid out in 
monthly instalments of roughly US$1 
million, based on a formula of US$3 for 
every ton of coal shipped by Eddie. Col- 


lateral for the loan is US$3 million 


Such doubts have been swept aside i 
in the rush to buy up the top. London. | 





worth of China Shipbuilding Corp. 
stock plus the second mortgages on 
seven ships, valued at US$15 million in 
all. Repayment should begin in the 
19th month, also at the rate of US$1 
million a month. 





The Taipower, loan w would be. suffi- 






cient to pay off Eddie's current short- 
term debts of US$15 million, owed to 


fuel suppliers and other trade cred- 


itors, and. US$3. million in unpaid 
wages — if it were received in a dump 
sum up front. The regime of monthly 


payments, however, will leave the 
company cash-short in. the critical 


weeks ahead. | 

Eddie has therefore resumed negoti- 
ations with its principal creditors on 
both a rescheduling of its US$230 mil- 
lion long-term debt, on which it stop- 
ped making payments earlier in the 
year, and à new short-term cash infu- 
sion, (REVIEW, 26 July). “We'd like to 
help them out, but it remains to be seen 
if we can,” said Steven R. Champion, 
general manager of Continental Il- 
linois' Taipei branch.. “Bankers hate to 


throw good money. after bad." Chase 


Manhattan Bank and Continental led 
the shipping company's creditors with 


US$88. t million and US$21.5 million 






ness (the figures of British stockbrok- 
ing firms are not published). It has the 
international spread which the Hong- 
kong Bank has been seeking. If the 
bank had missed Capel, it would have 
had trouble finding anything ap- 
proaching it in size, importance and 
international business. 

The main weakness of the firm is in 
corporate finance. It has been attempt- 
ing to build this up but one team it de- 
veloped departed for  Prudential- 
Bache and now it is having to start 
again, so the corporate client list is a 


fraction of what broker Cazenove and 
others have. One observer who knows 
the firm well said Capel is entre- 
preneurial and quick to jump onto new 
trends. 

There are ways in which the combi- 
nation of the Hongkong Bank and 
James Capel could be bigger than the 
sum of its parts. The bank has one of 
the best lists of private and corporate 


ingly, this does 


customers in the Far East. If these were | 


directed towards James Capel for issu- 
ing or buying shares in Europe and 
elsewhere, the extra business could be 


renee TS seers tenet = 


debts respectively, as of the end of 
June. 

Eddie Steamship had been a Taiwan 
success story, growing from one ship in 
1949 to one of the largest indepen- 
dently owned bulk-carrier fleets in the 
world. But the company faced a crisis 
in recent months, as falling freight 
rates, over-rapid expansion, and mis- 
management, among other factors, left 
it devoid of cash. By the end of August, 
30 of Eddie's 42 ships were out of ac- 
tion: about half had been impounded 
by bank creditors or suppliers in sev- 
eral ports around the world, while the 
rest were idled for lack of money to buy 
fuel. Three other ships were auctioned 
off by fuel suppliers in South Africa 
three months ago. 


A rescheduling proposal for the com- 
pany's long-term debt drawn up in 
June by the New York accounting firm 
Kenneth Leventhal Co. had got 
nowhere. An American banker said ar- 
rangements were well under way be- 
fore the announcement off the 
Taipower loan to auction off the com- 
pany's entire fleet. The Hsu family, led 
by chairman Eddie Hsu and his son 
C. C. Hsu, still hope to weather the 
crisis by trimming their sails. C. C. Hsu 
said they would have to sell several 
ships and modernise the company's fi- 


nancial controls and management 
structure. But bankers are thinking 
more in terms of a completely reor- 
ganised and much smaller company 
that would be better able to protect 
their collateral from seizure by fuel 
suppliers and other creditors. 

The form the company eventually 
takes will be shaped by a balancing of 
positive and negative factors, On the 
one hand, the Taipower loan and the 
government support it represents, as 
well as the guaranteed continuation of 
the Taipower coal contract, will help 
set creditors' hearts at ease. On the 
other, Eddie looks set to lose some 
major contracts: China Steel Corp. 
now has four vessels of its own to ship 
iron ore, and contracts with the 
Taiwan Flour Mills Association and 
soyabean importers are endangered 
because of Eddie's financial problems. 

The company also has to contend 
with unfavourable economic condi- 
tions in the shipping industry. Freight 
rates have been forced down by a 
worldwide over-tonnage in bulk car- 
riers, dropping from US$42 a ton on 
average in 1980 to US$16 now. A 20% 
rise in rates over the coming year fore- 
cast by some shipping industry sources 
should help, but will not in itself be 
enough to restore Eddie to profitabil- 
ity. 
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bee are a number of possible rea- 
sons both sides have been treading 
cautiously on cooperation and integra- 
tion. The first is that the James Capel 
management would almost certainly 
have been less willing to team up with 
the Hongkong Bank if it thought that 
the bank would interfere too much. 
There were plenty of other companies 
ready and willing to buy up Capel. The 
broker chose the bank as much as the 
other way around. In fact one of the 
bank's attractions for Capel was that i! 
was based in a different country and 
operated in a different business. This 
meant that the bank was less likely to 
come in and make a lot of changes. 
James Capel believes it has found a 
successful formula and does not want 
to alter it. 

A second reason for caution is the 
danger of creating conflicts of interest 
which might run foul of regulatory au- 
thorities or of resistance from the cus- 
tomers of either company. In the US, 
there are laws against banks owning 
stockbrokers. The Hongkong Bank al- 
ready controls Marine Midland Bank 
in the US and soon, through James 
Capel, wil have a stake in a 
stockbroker with an office in the US. 
In this case, as in several other existing 
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thorities, too, are nies the Reser 
tion of banking and stockbroking. 
James Capel would not want to spoil 
its chances of one day upgrading its 
presence in Tokyo to full branch status 
by being too closely integrated with 
the Hongkong Bank. There is a prece- 
dent of a bank owning a stockbroker — 
Citicorp owns Vickers da Costa — but 
in that case the combination of the two 
came after branch status had already 
been granted to Vickers. 

Although the Hongkong Bank does 
have funds under management, it is 
only on a small scale in Britain. But if 
the Hongkong Bank pursues its earlier 


ambitions to buy a European bank, or 
' — rather a British bank, that could all 


change. Most big British banks have 
substantial funds under management. 
One of the James Capel directors, 
James Fergusson, told the REVIEW: 
"We would not be terribly struck by 
that sort of thing." Yet it would clearly 
be consistent with the financial super- 
market concept which attracts the 


- Hongkong Bank and it would further 
.. diversify the bank out of Hongkong. 


The contract will include a line of 


— Credit of an undisclosed amount which 


James Capel expects to use for expan- 
sion in New York, Tokyo, Singapore 


_ and Hongkong as well as for financing 
- market-making. Oo 
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The Far Eastern Economic Review is 
now publishing a quarterly index which 
details by country and date everything 
that has appeared in the Review. The 
index is available on a quarterly basis. 
Subscribe now and each quarterly index 
will be sent to you automatically as soon 
as it becomes available. A vital research 
tool, the Review index will save hours of 


needless searching for information. 


ORDER YOURS TODAY! Only 
HK$175 (US$25) for 4 quarterly issues. 
Just complete the coupon below and 
send with your payment. 


The Circulation Department, 

| Far Eastern Economic Review, 
GPO Box 160, Hongkong. 
Please send my order for the Far Eastern 
Economic Review QUARTERLY INDEX. / en- 
close HK$175 (or its equivalent in local currency) 
in payment. 
Name 
Address 
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Singapore's moves to tighten finance company supervision 
are designed to pre-empt possible trouble 


By Lincoin Kaye in Singapore 


inance companies in Singapore will 

in future be subject to Monetary 
Authority of Singapore (MAS) super- 
vision as strict as that now imposed on 
commercial banks under proposals 
currently before parliament. The draft 
legislation can be seen as a natural ex- 
tension of tighter banking supervision 
though it also comes at a time when 
values in the local property market, 
against which a proportion of finance 
company loans are secured, are slump- 
ing. 

The proposed new measures permit 
the quasi-central bank to step in and 
run cash-strapped finance houses. 
They also subject finance-company 
shareholders with greater than a 5% 
stake to MAS vetting. They set single- 
customer credit limits to 30% of each 
finance house's capital (rather than 
6095 as previously) and restrict "siza- 
ble loans" (representing more than 
15% of capital) to no more than half of 
each finance company's lending 
portfolio. The draft legislation addi- 
tionally charges auditors with policing 
the finance houses, subject to heavy 
fines if they fail to report infractions. 
And it raises fines for officers of any 
wayward finance houses themselves 
by as much as four times. 

The measures closely match the pro- 
visions of Singapore's amended Bank- 
ing Act (REVIEW, 12 Jan.) For the 
handful of large, mostly bank-af- 
filiated finance houses that account for 
nearly 70% of the sector's assets, com- 
pliance should prove no more onerous 
than it has for the parent banks. But 
some of the smaller houses might be 
forced into mergers, if not out of busi- 
ness altogether, by the tighter loan-to- 
capital ratios, which put them at a 
severe marketing disadvantage unless 
they can sharply increase capital. 
Bringing about a rationalisation of the 
34-company finance sector could fit in 
well] with the philosophy voiced by 
MAS chief Goh Keng Swee in parlia- 
ment recently (REVIEW, 6 Sept.) that a 
more concentrated banking industry is 
easier to regulate. 

Finance-company  takeovers en- 
joyed a brief vogue recently in neigh- 
bouring Malaysia, before its central 
bank, Bank Negara, tacitly imposed a 
moratorium. The MAS might well be 
eager to avoid a replay in Singapore. 
While consolidation of the sector 
through inter-company mergers might 
be favoured, the acquisition of finance 
companies by other types of businesses 
might not. Not only the substantial 
shareholder restrictions, but also the 


per-customer lending limits have been 
seen by some as safeguards against 
families, syndicates or individual en- 
trepreneurs who might be tempted to 
co-opt smaller finance companies as 
private funding vehicles. 

With the tough new law, the MAS 
will be able to descend quickly on vio- 
lators — moving in straightaway to 
dictate policy and appoint advisers or 
administrators to any finance com- 
pany where central bank investigators 
unearth irregularities. That means 


Singapore is unlikely to see a repeat of 
last year’s run on Overseas Union Fi- 
nance (OUF), when directors contested 
an MAS winding-up petition on the 





Goh: fitting the philosophy. 


grounds that adequate notice was not 
given. The six-day delay while the case 
was in court was long enough for de- 
positors to withdraw an estimated 
S$25 million (US$11.6 million). Finally 
the firm was forced to close its doors 
and accept a provisional liquidator. 
More worrying to regulators than 
the OUF case, however, might be the 
silent erosion of collateral values in 
Singapore's slumping property estate 
market, which could push a sizable 
portion of the finance companies' 
property-secured loans over the pre- 
scribed threshold for unsecured credit 
(REVIEW, 7 June). The trend is made all 
the more troublesome by the shift of fi- 
nance company portfolios into prop- 
erty and away from vehicle finance in 
response to heavy state motoring levies 
imposed late last year to check the pro- 
liferation of cars in the traffic-con- 


gested island republic. Oo 



























„valuation Sui flisce on sales of flats 
and the sale of shares in HK-TVB in 
^: January. 
The recovery in recurring profit 
followed an 11% decline in 1983's 
first-half earnings. Directors have set 
the interim dividend at 28 cents per 
ordinary share, up an adjusted 56% 
con the previous interim. Participat- 
"ing preference shareholders fared 
even better with a fourfold increase 
in half-yearly dividend to 28.06 
cents. For the 1983 financial year, 


Hutchison had paid a princely special 


^ dividend of HK$4 a share which ef- 


* 
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fectively disuibuted most of its 
surplus funds (REVIEW, 12 Apr.) 

Despite the better-than-expected 
profits, chairman Li Ka-shing was 
pessimistic about prospects. for the 
second half. With the sale of flats at 
Provident Centre, one of the group's 
prime income generators, nearing 
completion, and a continued slump in 
the Hongkong property market, 
Hutchison will have to rely heavily on 
rental income which promises steady, 
if not flat, but certainly not dramatic 
growth. 

Meanwhile, associate Cheung 
Kong, which holds 35.1% of Hutchi- 
son, reported group after-tax profits 


lof HK$144. 2 million for the first half 


compared with HK$151.1 million in 


extraordinary - losses of HK$126.3 
million dragged total net profit down 
to HK$17.9 million compared with 


the comparable 1983 period. But 


19835 interim ytal prt 
|" HK$159:7 million. Interim 













was set at 15 cents and despite. ex. 
pected lower earnings for the | 








year, directors have promised to 
maintain dividends at their 1998: 
levels. | 

The extraordinary losses. w 





largely due to poor performances à 
its property and cement associates 
Li, who is also chairman and the 
largest shareholder of Cheung Kong, - 
expects the depressed property mar- 
ket to continue in the wake of highin- 
terest rates. He is, however, eneoti 
aged by Hongkong’ s dynamic export 
trade, the relative stability of the 
Hongkong dollar and the slowd 
in the rate of inflation, all of w 
"point to a basically sound econó 
full of development potential.’ 
believes the property market i 
toming out and the group, wit 
sound cashflow position, is pois 
take advantage ofa general reco. 

— ELIZABE 
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Sime's bumper harvest 
. Diversified Malaysian group Sime 
. Darby saw its pre-tax profits rise by 
almost 100% to M$214.3 million 
' (US$92 million) in the year to 30 
< June. This was achieved on the back 
of a modest 13% increase in turnover, 
to MS$2.46 billion. The group attri- 


buted the profit increase to improved | 
commodity prices, especially in the- 


enabled the plantations “division. 


(which includes a majority stake in 

separately quoted Consolidated 
Plantations) to make more than two- 
and-a-half times the profit earned in 

: the previous year, despite a drop of 

more than 10% in the oil palm and 
rubber crop. 

Profits from Sime's plantations di- 
vision before tax were M$151.2 mil- 
lion for the period against M$57.1 

million the previous year. Profits 
from the tractor division remained 
depressed at M$9.1 million (M$7.9 
million previously) reflecting a 
"combination of a highly competitive 
market situation and severely de- 
pressed demand." Group interest 
charges were lower, on the back of 
improved liquidity. After a some- 


what higher tax charge and higher 


minority payments, net earnings rose 


— by some 54% to M$84.8 million. The | 


. proposed final dividend is 6.8 cents 
| gross a share, making a total for the 
| year of 10.8 cents. 


i Meanwhile, T Consolidated Plant- 
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| year of 26 cents, und another of Sime's 
plantation subsidiaries, Benta, 
(whose profits rose from M$353, 000 
to M$8.22 million) is proposing a 

final payout of 48.3 cents for a total of 
58. 3 cents.  —A CORRESPONDENT 


Mining profits drop 


The combined pressures of depressed 
copper prices, falling sales and rising 
costs left Australia's Bougainville 
Copper Ltd with a dismal half-year 
to 30 June: The 54% CRA-owned sub- 


(US$18.13 million) after-tax profit 
for the period, about half the compar- 
able 1983 period's A$43.7. million. 
Directors predicted even more disap- 
pointing results for the second half, 
unless there is a dramatic HEDIONES 
ment in metal prices. .— 

After-tax earnings were boosted by 
a reduction in foreign- -exchange 
losses. Bougainville has cut its in- 
terim dividend to 2.6 cents from the 
previous 6.7 cents. The company's 
| performance over the period was 
exacerbated by à gradual fall in ore 


——————— A" 


weak world metal prices.. —EDNA CAREW 


Tat Lee nosedives 


| The Tat Lee Bank group — which in- 
cludes Pan Malayan Holdings and 
Tat Lee Finance — turned in the 
worst interim performance of any 


Singapore-listed | bank, with a 20% 


| drop in pre-tax earnings to 5$13.4 
million (US$6.25 million) for the 
half-year ended 30 June after provid- 
ae for con nen reserves and re~ 


sidiary announced a A$21.3 million | 


grades, a trend that coincided with | 


all payments of taxes, 
AY until. | 


but group performance was c 


the Philippine Government has a 



















cline in earnings to 5$13.7 


down by sharp slumps in the tw 
sidiaries. Earnings at 56%-ow 
Pan Malayan plunged 41% to- 
million, while at 67 io Tat: 
Finance por felt 44^ o to 3 an 


subsidiaries came ie mai 
improved turnover of 8$13.6 mi 
and S$11.8 million, respectiv 
Property doldrums were blamed f. 
the two subsidiaries’ poor perfo 
ance. Of the three listed compan 
only Pan Malayan Holdings declare 
an interim dividend (17 % o gross). 


North Davao Mining Corp., in wh 











exposure of P1.48 billion (USS$80- 
million), incurred a net loss of P2567. 
million in the first half on top of a net. 
loss of P56.8 million in Aug.-Sept. 
1983, its first period of commercial | p 
operations. The bad results were af- | 
tributed to machinery-equipment de- | | E 
ficiencies, low copper prices and the 
heavy debt-service burden. 

The mining firm owes the state- 
owned Philippine National Bank 
P1.19 billion and the bank's sub- 
sidiary, the National Investment and: 
Development Corp., P271.8 million. 

It is one of three copper producers 
whieh have been allowed by the 
Trade and Industry Ministry to defer 

fees ando 

he copper market im | 
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ept for a brief setback early 
generally buoyant. The 


w 


iod: Total turnover aver- 
‘million (US$14.52 mil- 
sentiment was encouraged by 
a positive. ‘solution had been 
issue of land-premium payments 
avena a further boost by better- 


Trom fhe pre vious ime 
^t the buoyant mood to 


may include looser controls on the 
n of the entry of the recently launched 
fund as an investor on the exchange, 
ceuticals and electronics issues per- 


z Trading and fabricated metals stocks 
gest d declines. 
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son inued to Peak on oui counters with 
price movements operating within a narrow 
inge. Most listings took moderate to small 
sses during the holiday-shortened period, with 
newly listed Idris displacing Emtex and Ganda 

s the most actively traded share. In the absence 
of new developments. from Wall Street, most 
analysts e expect the market to remain in a gentle, 
i 2 















rising interest rates. 
“the shaving of up to-0:5 of a percentage 


irged to a close of 939.42, up 


for the e ances hich in ih 


‘activities of investment companies, and. 


ed the best, rising 19.87 and 13.83 points, re- 


sults, Index shed 2.06 points to 


ut United States trends. 


prime rate had little effect. Analysts said 


: bored gains i in ASA markek intl 
chalked up ite largest advance New Zealand led the fall af 


"t 


business 


ende to. 3 3 Sept: Hoik 





a; gas sector fell 20 points to 64' 
metals and mining dropped 13.7 to 457. 
tional turnover on the last day was A$29 1 
(US$24.58. million) and brokers expect 
subdued tone to continue. 


NEW ZEALAND: A case of pre-budget 


hit the market. The main areas of concern i 
to taxation issues. The Treasury has advoc 
widening of the tax base and discussion ol 
ations put forward has raised the possibili 
type of capital gains tax as well as the ab 
of tax-free dividends. The market arres 
slide late in the period as à government 
ment cleared the air on capital-gains tax. 


| TOKYO: The market was relatively inac 
overseas holidays, especially on Wall Stre 


investors with little incentive to trade. 
companies, especially electricals, expect 
results than originally fo 
Pharmaceuticals continued to attract in 
Turnover was extremely thin during the | 
falling to 200 million shares on the last da 


TAIPEI: In the first five days of the per i 
market moved aimlessly, as investors a 
signals from institutional investors that 
came. By 1 Sept., the weighted price inde 
at 907.52; up a mere five points from the pr 
period's close. The index, however, clos 
last trading day with a. sharp drop to 894 
the back of fears, sparked by the recen 
leased July economic figures, that the ec 


was overheating. Average daily turnove 
NT$591.6 million (US$15.17. million), Uy 


NT$499 million previously. 


MANILA: Turnover ballooned to p 13t. 8 I 
(US$7.32 million) mainly owing to block s 


. shares of two banks. Family Bank, a tar, 


. acquisition by the Bank of the Philipp: 


lands, initially moved 396,453 shares at P 
each, then 14,320 at P202.60 each, worth 
bined P83.23 million. Banco Filipino, 

owners have sued the Central Bank of the] 
pines/its governor and the monetary boar 
12,000 shares at P274 each worth P3.29 n 
The Family Bank was last traded at P1: 
Banco Filipino at P105. Only 220.94 r 
shares changed hands overall, normal f 
market, as low-priced issues remained sh 


BANGKOK: iea by the bullish Mah Boon 
the market edged up in the first half of the 
on increased turnover. Investors, stimula 
news that the popular company had acqi 
25% stake in Thai Offshore Investment € 
affiliate of the PSA group of companies w 
involved in petroleum exploration); pack 
counter raising the price to the daily ceilin 


. for three consecutive days. As a result, th 
gained 36 % within three trading days to c 


Baht 107.50 (US$4. 68). The strong show 
this . speculative. issue Mauer | nue ne 
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á the fact. that our 2000 branches 
rovide an integrated system that 
Sonde in working with the 
speed, accuracy and efficiency 
that international projects 
or contracts demand, if the 
opportunities are tooutweigh 
the problems. x 
In fact, since we can oner 
everything from currency dealing 
(in 53 currencies, t rough. 18 ioca- 
tions around the world), through 


_ Next time youre involved in 
tinancing an overseas operation, 
dont make any major decisions 
before talking to The Chartered 
Bank. 

You ll find we can save you 
valuable time; because as part of 
Standard Chartered one of the 
world s largest independent 
international banks, with an 
established reputation in the 
Eurocurrency markets, were 


likely to have the resources to handle projects of: any leasing; trade finance and cash transmission 1 to 

size and complexity. merchant banking services in eight financi alcem tres, 
Because Standard Chartered has branches you may well discover that Standard Chartered c 

in over 60 countries, you'll find us unusually helpful make all the difference to your ability to do 

when it comes to providing local or multicurrency profitable international busine SS. 

finance. That's a difference worth hearing about. Call us 
And youll find some very definite advantages soon, at any Chartered Bank branch. 





Direct banking, work 


Standard Chartered Bank PLC. Head Office, 2) Clements Lane, London EC4N FAB. 


Offices in; Argentina, Australia, Austria, Bahamas, Bahrain, Bangladesh, Belgium. Berruida, Botswana, Bresl, Canade, Colombia, Denmark, Falkland blende, 
France, Gambia (The), Germany, Ohang, Guernsey, Hong Kong. india: Indonesia, Irelund, Isle of Man, tals) japan, Jerewy Kenya, Kora South), Lebanon Lesodo 





Macau, Malawi, Malaysia, Mexico. Mozambique, Namibiz, Negara Brunei Darussalam, Nepal. Netherlands, Nigeria. Oman, Palin: Panama, feos les Regni 
Philippines. Qarar, Seychelles. Sierra Leone, Singapore, South Africa, Spain, Sri Lanka, Swasiland, Sweden Swicerland. Thadand, Uganda. Uned Arat 
U ‘nized Kingdom, USA, Venezuela, Zambia. Zimbabwe. 





The Howard Plaza Hotel 


LR. Y 
i ! 


i 


| 1 
f ` Ww pr 


Where twenty centuries 
of tradition becomes 
a 20th Century legend. 


Stee: a whispering waterfall invites 
you to catch your breath in our spacious 
skylit atrium while smiling, attentive person- 
nel see to your every need with their unique 
Chinese blend of professional and personal- 
ized service. Later, a relaxing sauna, quiet 
meal, and sound night’s sleep leave you 
refreshed and eager to begin another day. 

As an oasis of tranquility amidst the 
background bustle of Taipei, nothing can 
compare with the Howard Plaza. 


Home was never like this! 
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Howard Plaza Hotel 


160 Jen Ai Road, Sec. 3, Taipei,Taiwan 
R.O.C. Telephone: (02)700-2323 
Telex: 10702 HOPLATEL TAIPEI 








For reservations and information, please contact any Odner Hotel, 
Distinguished Hotels Of The World, Utell International or Q 
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An associate of the Keio Plaza Hotels, Japan oO d 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 





ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine, 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 
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Annual subscription rates 
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IFYoU THINK SERENE TROPICAL ISLANDS 
IN CLEAR BLUE SEAS ARE JUST 
THEN YOUR DREAMS JUST CAME TRUE. 








In your dreams you may 
have pictured yourself 
soaking in the sun on a 
tropical island far away from = 
the crowds, disturbed by 
nothing except the sound of 
waves gently lapping on 
glistening sands. 

But in Malaysia 

= vm" 

dreams do come m 


true. | 

Penang Island, il d 
the "Pearl of the 
Orient’, is situated just off the north- 
west coast of Peninsular Malaysia 
I's an exciting contrast of bustling 
city scenes and serene beaches, 
Stately mosques and ornate 
temples. A complete holiday in 
itself. 

Half an hour's flight north of 
Penang are the 99 islands of 
Langkawi. Here you water-ski, sail 
and fish in idyllic surroundings and 
even discover your very own 
desert island. Further down the 
coast lies the island of Pangkor. 

Here, chalets are available only 














a stones 
throw 
from soft 
white 
beaches. 
Over on 
the East 
Coast in the 
South China 
Sea is the island ol 
Tioman, a sports- 
man's paradise. 
There are amenities 
for sailing, water skiing, fishing, 
diving and jungle trekking. 
Nearer to the mainland is the 
island of Rawa. The real 
[ascination of Rawa is beneath 
the waves where myriads of 
brightly coloured fish dart in and 


Out of the coral reefs that are their 


homes. 
Yet another island along the 
East Coast is Pulau Perhentian 
lving in waters so crystal clear 
that you can see its fabulous 
treasure house of corals and 
shells resting on the sea bed. 
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he northwestern corner of Cambo- 

dia's Battambang province is not 
ideal terrain for guerilla warfare. The 
land is flat and the tree-cover is sparse 
There are no jungle-clad hills or deep 
clefts to hide in; nor are there any 
mountain ridges to use as look-out 
posts or vantage points for an am- 
bush. But this thinly forested plain 
east of the bustling refugee settlement 
of Nong Chan near the Thai border is 
nevertheless one of the main strong- 
holds of Son Sann's Khmer People's 
National Liberation Front (KPNLF) 
and the base area of its elite force, the 
newly formed “Red Berets.” 

From here, the KPNLF has for the 
first time during the past year been 
able to penetrate deep behind Viet- 
namese lines and send soldiers as far 
east as the Tonle Sap lake in the centre 
of the country. This writer travelled to 
Tum Ba Chan in a convoy of bullock- 
carts, carrying KPNLF guerillas, arms 
and ammunition to the frontline 
About 50 men, armed with Chinese 
AK47 assault rifles, B40 rocket laun- 


rati 


The KPNLF, though an element of the Demo« 
Kampuchea coalition recognised by the United 
Nations, does not issue Cambodian stamps of its 
own. Shown at the top of this page is the KPNLF 


flag 
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chers and the occasional Singapore- | 











made rifle, escorted us as the bullocks 
strained to pull the carts through the 
mud along the deeply rutted jungle 
trail we followed. 

Silence was observed when we pass- 
ed close to the village of Yeang 
Dangkum, where the KPNLF last year 
had its first success in overrunning a 
Vietnamese position and, to the sur- 
prise of many, managed to hold «t for 
several weeks. The silence was not in 
remembrance, though. Now the village 
is controlled by the forces of the Heng 
Samrin-led People's Republic of Kam- 
puchea (PRK), and we were told that à 
new firebase had been set up there. 


hen compared with the early days 

of the non-communist resistance 
along the Thai-Cambodian frontier 
immediately after the fall of Phnom 
Penh in January 1979 — some funda- 
mental changes are evident in Nong 
Chan. Gone are the inflated preten- 
sions of the opportunists and warlords 
and their armies of pistol-wielding 
guerillas with dark sunglasses and 
shoulder-length hair, like extras from 
a bad movie. The sprawling black mar- 
ket may still be flourishing, but busi- 
ness is nowadays conducted in a more 






orderly manner without violent brawls 
and shoot-outs. Nong Chan is still not 
entirely peaceful, but on the whole it is 
much more stable than before. 

Today, Nong Chan houses 12,000 
civilians and 4,000 soldiers, according 
to Red Beret commander Col Pann 
Thay, a former officer of Lon Nol's re- 
publican army, who returned to the 
border from the United States in April 
1981. From June to November last 
year, his elite troops were trained in 
the jungle surrounding the camps of O- 
Bok and Dangrek in special warfare — 
long-range penetration missions be- 
hind the Vietnamese lines to blow up 
bridges, cut supply lines and build up 
underground units in villages under 
the Phnom Penh government's control 

The sponsor of this project, aimed at 
boosting the effectiveness of Cam- 
bodia's hitherto mainly border-based 
non-communist guerillas, is reported 
to be the Malaysian Government. 
which so far has trained 51 KPNLF of- 
ficers and 30 from Prince Norodom 
Sihanouk's Armée Nationale Sihan- 
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The Chicago Mercantile 
Exchange and the Singapore 
International Monetary 
Exchange (SIMEX) are about 
to make financial history. 
soon, futures contracts 

in Eurodo ) lars, Japangse 





one pach date and offset to 
on another. 

The link will expand 
the tradi ing C g day in these | 
contracts to 12 hours, g gi ving 
traders flexibility to react to 
the fast-breaking 





ing events that 
affect international markets. 
It's a major step towards 24- 
hour exchange trading — the 
ultimate in futures flexibility. 
For more information 
about this historic link, 
contact your broker or 
call the CME. in the United 
States, call 800/THE-MERC. 
From overseas, or in lllinois, 
312/930-1000. w 
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Bargain 
shopping 
where youd 


never expect 
to find it. 





A secret shoppers paradise 
around an airport hotel? 


We delight in surprising 
you with first class service, 
food, accommodation, 
even bargain shopping 
where you'd never expect 
to find it. And because 
we're not in the heart of 
the tourist area you'll like 
the prices better too. 


And the best surprise of 
all — our rates. They're 
unexpectedly reasonable. 


REGAL 


P^ MERIDIEN 
AAA AIRPORT HOTEL 


HONG KONG 
GROUPE AIR FRANCE 


Where you can expect 
the unexpect 


For information or reservations, contact 
your travel agent, any Air France office, 
Meridien hotel or Regal Meridien 
Airport Hotel Hong Kong, Sa Po Road, 
Kowloon. Telephone: 3-7180333. 
Telex: 40950 HOMRA HX. 


oukiste. Pann Thay was in the first 
batch of 21 KPNLF officers who were 
in Malaysia from September 1982 to 
January 1983. 

He now has two battalions and one 
company under his command. Sin 
Vonthu, a 26-year-old Red Beret who 
had just returned from the interior, 
said that a 260-strong KPNLF unit — 
including 120 Red Berets — is now 
posted in Srok Sangker district of Bat- 
tambang province, near Tonle Sap. He 
reported 25 clashes with Vietnamese 
troops during the five months he 
stayed there, some involving tanks, ar- 
tillery and, surprisingly, aircraft and 
helicopter gunships. But the main 
problem, Sin Vonthu said, was the long 
supply lines between the interior and 
the KPNLF's base camps near the Thai 
border. His unit is short of ammunition 
and medicine, he said. 

“There are more mosquitoes than 
Vietnamese,” Sin Vonthu said with a 
laugh. He claimed that his men had 
been well received by the local villa- 
gers in the area, though they also said 
they were afraid 
of Vietnamese 
reprisals should 
they support the 
resistance too 
openly. 

Presumably, 
the KPNLF units 
in the interior 
are still too weak 
to provide ade- 
quate protection 
for their poten- 
tial supporters 
inland. Although 
the very presence 
of KPNLF guer- 
illas inside the 
country is in it- 
self significant, 
it is also obvious 
that the group 
lacks the extensive underground infra- 
structure of the more powerful and 
better-organised Khmer Rouge. 





po convoys like the one we were 
in, for instance, are not able to 
travel very deep inside the country. 
We could only go as far as the little 
outpost of Tum Ba Chan in the peri- 
meter outside Nong Chan, approxi- 
mately 10 km from the border. Even 
there, the nearest government position 
is less than a kilometre away at 
Ang Kanseng. At Tum Ba Chan, we 
could observe another new develop- 
ment in the five-and-a-half-year war 
of resistance in Cambodia: the in- 
creasing use of PRK regulars, rather 
than Vietnamese, mainly against the 
KPNLF. 

We were told that the Vietnamese 
are now staying in the background, in 
major bases such as Soeng and 
Sisophon, while the PRK troops are 
posted closer to the KPNLF's defence 
lines around Nong Chan. There is one 
company at Ang Kanseng, we were 


told, and more at other positions along 
the north-south defence dyke from 
Yeang Dangkumn to Soriya, which 
was built after the major offensive 
against Nong Chan in January last 


| year. 


_KPNLF bullock-cart convoy: Still weak. 


KPNLF leaders have often con- 
demned this attempt to “Khmerise” (in 
the current jargon) the war and allege 
that young and badly trained PRK sol- 
diers are being used as cannon fodder 
by the Vietnamese. Testimony by de- 
fectors from the PRK army lends some 
credence to these suggestions. Ros 
Sreang, 21, is one of the 240 defectors 
the KPNLF says have deserted to it 
this year. He claimed in an interview 
that he had received elementary arms 
training for no more than a month be- 
fore he was sent out to the front in Bat- 
tambang. 

The aim of the "Khmerisation" po- 
licy undoubtedly is to give the Phnom 
Penh government some legitimacy and 
to counter the charges that the Viet- 
namese are in Cambodia as invaders 
rather than supporters of the govern- 
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ment. But, so far, the result has not been 
very impressive, given the number of 
defections and even reports of whole 
units refusing to obey orders. “Khmers 
should not fight Khmers," said Ros 
Sreang. 

But among the rank-and-file of the 
KPNLF, the situation is not very satis- 
factory either. Officers complained 
bitterly over shortages of ammunition, 
medicines and even food. They deemed 
their chances of countering a possible 
joint Vietnamese-PRK attack during 
the rainy season as very slim, unless 
outside supplies become rapidly avail- 
able both to boost morale and reinforce 
their fighting strength. Until that hap- 
pens, the attempts to broaden the base 
of the resistance may seem as unlikely 
to affect the main thrust of the conflict 
as the Vietnamese efforts to encourage 
the formation of a viable PRK army. 
The impression still is that the original 
contenders — the Khmer Rouge and 
the Vietnamese — will dominate the 
battlefield for quite some time to come. 

— BERTIL LINTNER 
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LETTERS 
Sport, not politics 


Michael Malik’s article, Looking 
ahead to Seoul [23 Aug.], seems to view 
the 1988 Olympic Games in Seoul 
through politically coloured glasses, 


but there is he Olvm- 

Bu Qanture petite heise in There have alw: ays been hotels 
fact, were designed to side politi- 

GM oee and embrace TDAI that live up to your expectations. 

- ‘tition. 
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Olympiad in Seoul was taken with due 
consideration of the tensions on the 
Korean peninsula and our divided : TERT E | 
vote of confidence in our abilities to 
bring the games off and demonstrates 
the desire to achieve reconciliation 
between nations through the success of 
the games. 

Our decision to pursue the idea of 
bringing the 1988 Olympic Games to 
Seoul was not due to fear of declaring 
any weakness of the country, as the 
writer states. Our reasoning was that 
by successfully staging an Olympic 
Games in a developing country such as 
South Korea, the nation's people could 
give encouragement and hope to all 
other developing nations, and by hold- 
ing an Olympic Games, a festival for all | 
the people of the world, in South 
Korea, which appears to be a showcase 
of East-West conflicts simply because 
its capital, Seoul, is not very far from | 
the Demilitarised Zone, the nation 
could contribute to world peace by 
helping reduce the international ten- 
sions and conflicts between nations. 

If there were any doubts about Seoul 
as the site for the 1988 Games, they 
were laid to rest by International 
Olympics Committee (IOC) president 
Juan Antonio Samaranch and the IOC 
session in Los Angeles, where the 
Seoul games were supported and fully 
endorsed as the will of the IOC. We | 
cannot comprehend what your 
magazine wants to achieve by bringing 
this matter up again. The transfer of 
the Olympic flag from Samaranch to 
Seoul Mayor Bo Hyun Yum is a fait ac- 
compli. 

Malik writes that "the Seoul games 
are being used as an almighty publicity 
campaign," but, as everyone knows, 
promotion of its culture and image has 
been a consequence for any country 
that has successfully hosted the Olym- 
pic games in the past. Why should 
South Korea be an exception? We are 
not trying to play down the prestige 
that will come with the games. We are 
justly proud that the games are to be 
held in our city. 

Further, we consider the writer ex- 
cessive in his biased comments on 
South Korean domestic politics. He - 
said that political reconciliation hopes Convention and Exhibition Centre with capacity of 3,500 perso! 
between North and South Korea sound 
"like daydreams." Unification of the 














For reservations call your travel agent, any Hilton Internatio: 
or Hilton Reservation Service. 


Na 


` > 


Unforgettable 


Sometimes | still think of the wonderful 
stay | had at the Sari Pacific. The service was 
genuinely warm and friendly, and the facilities 
were first class. | felt so at home 


Sales Executive. Frankfurt 





It's the first thing airconditioned rooms, first 
you'll notice about the Hotel class comforts, luxurious 
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lakarta's Central Business 
District. With 500 spacious 


Hotel Sari Pacific Jakarta 


The hotel with heart 


jalan M.H. Thamrin, P.O. Box 3138 Jakarta, Indonesia, Tel: 323707. Cable: HOTELSARIPACIFK 

Telex: 44514 HTLSARIIA For reservations contact: British Airways Associate Hotel KLM. Golden l'ulip 

Worldwide Hotel. UTELL International or any Pan Pacific Hotel offices or telephone: Tokyo 03-214-3001 

Hong Kong 5-230824 singapore 2968678 or Sydney 231-1125. Or offices of maior airlines 

JO PAN PACIFIC HOTELS BANGLADESH Sonargon Hotel. Dhaka € INDONESIA Hotel Sari Pacific. Jakarta 

* KOREA Kyongiu Tokyu Hotel Kyongiu City e NEW CALEDONIA Hotel Le Surf THAILAND Indra Regent Hotel 
Bangkok: Royal Cliff Beach Hotel. Pattaya € VANUATU HOTEL Le Lagon Port Vila 

OPENING MID TO LATE 1985 PALAU Koror € MALAY SIA Kuala Lumpur: Penang: Malacca: Kuching 

Pangkor Island e SINGAPORE 








Korean peninsula is our fervent desire 
and we do not appreciate outsiders dis- 
missing it as a daydream. 

He must also know that despite the 
fact that there has been no single past 
Olympic Games without political 
problems, great or small, somehow the 
sports-loving people of the world man- 
aged to overcome adversity and the 
games have survived, participation 
and interest have grown. The 1988 
games will not be an exception. Sports- 
lovers of the world, East and West, 
should make a concerted effort to 
mobilise their energies and goodwill to 
overcome the kind of problem that had 
beset the Moscow and Los Angeles 
games. 

Malik must further realise that there 
is no city on earth that would be an 
ideal site for the games, invulnerable 
to political influence. We believe that 
instead of promulgating political 
problems for the future games, the 
mass media should be a guiding force, 
influencing people towards unity for 
1988 and all the games thereafter 

The writer has not given us any al- 
ternatives in his article. The problem is 
not a change of site or a permanent 
place for the Olympic Games, but the 
immense but rewarding task of mar- 
shalling the world's opinions and ener- 
gies towards a worthy goal, the con- 
tinued belief in the Olympic spirit 

JAE HONG LEE 

Director-General 

Public Relations & Culture Dept 

Seoul Olympic Organising Committee 


Unsporting 


Malik's article on the Olympic Games 
in Los Angeles was to borrow a 
phrase, chauvinistically, from Ameri- 
can sport — off base. Ironically, terms 
such as “crass vulgarity” and “super- 
hype” echo many ominous remarks 


| about Hongkong that I heard during 








two years in China. This kind of 
moralising, whether its origin lies in 
Marxism, Confucianism, Protestant- 
ism or Zen, is wearisome. 

What's wrong with being a fan 
(which derives from "fanatic")? In 
Malik's own words, “it's only a game," 
not a state funeral or a diplomatic 
brunch. When China beat the United 
States and won its first world cham- 
pionship in women's volleyball in 
1981, voung fans in Peking went wild 
outside the compounds where Ameri- 
cans and other foreigners live. The 
government disapproved, but what sin 
had the young people committed? You 
guessed it: they were guilty of *undig- 
nified" behaviour. 

Self-control and courtliness (not to 
mention meditation and cricket) have 
their place, but maybe they have had 
too much of a place in some parts of the 
world. The song Reach Out and Touch 
Someone's Hand was commercial and 
vulgar, Malik implies, and the Chinese 
and Japanese wanted no part of it. But 
maybe the message was important; 


Are your processing units 
using vast amounts of energy to do 
what significantly less could 
accomplish? 

This is the typical situation 
in most refineries and chemical 
plants today. Most of the process- 
ing industry was designed years 
ago, when energy costs were low. 
Design and equipment decisions 
that were economical then would 
not be cost-efficient today. 

That's why we have the 
Foster Wheeler Energy Conserva- 
tion Group. Its sole purpose: to 
use our process knowledge to 
identify and attack sources of en- 
ergy waste in existing refineries 
and chemical plants. 

A Foster Wheeler energy 


audit/ process survey will examine 


your operation for the fifteen 
major causes of needless energy 


loss, to help you drastically reduce 


your energy costs. 

Not only will we discover 
what the problems are, but we can 
handle every phase of the work 
essential to correcting them. 

For one customer, we de- 
signed a new heat recovery system 
that eliminated the need for an ex 
isting 20 million-Btu fired heater. 


For another, we optimized a crude 


preheat train to save $3 million 
in fuel the first year alone. 

Foster Wheeler has been in- 
volved in energy conservation de- 
sign work for major corporations 
around the world. Tackling the 
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Ames, lowa 


I read with interest your FOC 


-the invitation about 


something r more than meets the eye? - 
" GEORGE B. LEACH, IR 





a missing shrimp — — 


Aug Jon fishing. Kudos toyo 
r tal ae who e pin, balises 


in Asia. 

igree with your reader, Mel Knox 
TTERS, 30 Àug.], that *while total 
atch tonnage may be rising, certain 


-once-plentiful species appear to have 
been fished to near extinction." Also, 


in developing countries which.are ex- 
porting almost all of their catch, as in 
the case of shrimp, thus depriving the 


: consumers at home, children may soon 
grow. up not knowing what shrimp 


look like. 
Hongkong: 





LAWRENCE SURE EN 


cna lenged - 
In your FOCUS ón South Korean indis- 
try [19 July] you quote me as saving: 
“Because KHIC [Korean Heavy Indus- 
tries and Construction Co. is state- 
owned, they didn't think at. all about 
profit." This is not correct and far from 
the truth. There cannot be any reason 
to dishonour KHIC, which is doing its 
best to strengthen the heavy industrial 
field in South Korea. I am afraid I was 
misunderstood as I was over-emphasis- 
ing the need for improvement of the 
management of a factory which we 
have taken over from KHIC. Also, the 
amount of projected sales of farm 
machinery in 1984 should have been 
Won 230 billion, not US$230 billion. 
LEE JIN-YOUNG 
Plant Manager 
Gold Star Cable Co. 





Gunpo, South Korea 


€ Peter Engardio, author of the arti- 
cle, replies: I stand by my quotation. As 
for the figures, the error is regretted. 


Post script 


Evelyn Waugh would have heartily 
applauded Traveller's clinching put- 
down [2 Aug.] of joggers and assorted 
puritans and improvers who typify 
what the late Tony Crosland, the emi- 
nent British politician, rightiy de- 
scribed as the "arrogance of auster- 
ity." One sees many joggers but seldom 
a happy and smiling one, which has its 
own message. The only joggers who de- 
serve our admiration are those devoted 
postal runners who at one time punc- 


tually delivered. the mail in the re- || 


motest wilds o: ommon wealth. 


Nigerian, OF a Diack AME- © 


~ | 










everyone in the 
world must know! 
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company can free 
your app ications bottleneck. 


. | , 
eT OW J " - cme PM 


Consider this scenario. 

Suddenly, all your management 
users become able to develop their 
own special applications. On-line, 
using their own desk top terminals. 

They have immediate access to 
updated information within their 
authorized data base, regardless of 
where it's entered. They're able to 
reformat reports and even redefine 
parameters. Themselves. 

You're still very much in controk 
of things, but not burdened by 
detail. You're free to manage the 
on-going workload. And the major 
applications. 

It eould all happen with the 
Sperry MAPPER System. Not quite 
"suddenly," but in very short order. 

MAPPER is that powerful. Sim- 
ply stated, it's the most advanced 


information management tool yet 
developed. 

A tall claim, to be sure. But we're 
prepared to back it up, conclusively. 
We'll put MAPPER to work on a 
real and specific application 
development problem that a user 
has given you. 

SOMETHING FOR EVERYONE 
MAPPER's simple everyday 
language commands and non- 
procedural flexibility make it easy 
for the most computer-shy user to 
gain proficiency in a day or two. 
The fact is, MAPPER can be used 
in all departments of your company, 
including your own, and at various 
levels within the organization. And 
the MAPPER concept of “user 
friendly” far transcends anything 
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you ve seen. 

HERE'S THE OFFER 

Accept our MAPPER Challenge. 

Bring us an application develop- 

ment project. Bring along the user. 

We'll show you how quickly and 

easily MAPPER gets the job done. 
Call us for further information. 


Singapore: 224-8333 
Hong Kong: 5-749311 


MAPPER CHALLENGE 


AP SPERRY 





Sperry Ltd., 

36/F., Sun Hung Kai Centre, 
Wanchai, Hong Kong 

Tel: 5-749311 

Tix: 74516 UNIVAC HX 


Sperry Pte Ltd., 

07-01, The Octagon, 

105 Cecil St., 

Singapore 0106 

Tel: 2248333 

Tix: VACSIN RS 20844 * 


ORG Systems, 

Anand Bhavan, 33 Bhavan Lok, 
Vasant Vihar, 

New Delhi — 110057 India 

Tel: 675317 

Tix: 031-2140 ORG IN 


Summit Computer Co, Ltd., 

8th Floor Silom Building, 

197/1 Silom Rd., Bangkok, Thailand 
Tel: 2334280 

Tix: 82709 SUMMIT TH 


N.V.P.D. Soedarpo Corporation, 
Electronic Data Processing Division, 
Jalan Let. Jen. S. Parman Kav. 35, 
Slipi, Jakarta Barat, Indonesia 

Tel: 596701 

Tix: 45867 DARCO IA 


Pernas Trading Sdn Bhd., 
Computer Division, 

3rd Floor Annex Block, 

Jalan Raja Laut, Kuala Lumpur, 
Malaysia 

Tel: 932122 

Tix: 30340 PETRAD MA 


EDP Taiwan Incorporated, 
4th Floor, Min Hwa Building, 
150 Fu Hsing North Rd., 
Taipei, Republic of China 
Tel: 715 3933 

Tix: 11169 GILBMAR 


L niphil Computer Corporation, 

2nd Floor, Don Jacinto Building, 

De La Rosa Cor Salcedo Sts., 

Legaspi Village, Makati, Metro Manila, 
Philippines 

Tel: 851144 


Tix: 075-66609 UNCC PH 





MAPPER is a trademark of Snerry Cornaratinh 


C runs Cornmratinn TOR? 
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After two. decades of Specie da ‘growth j the | Pa 
‘Hongkong and Shanghai Banking Corp. must 
‘now address the return of Chinese sovereignty | 
 overits key home territory. The bank is very much. | 
an integral part of British colonial rule, and itsfate | 
hangs on how political events unfold in coming | 
years. Meanwhile, it has little choice but to con- ! 
tinue to back Hongkong while, where possible, - | 
pursuing further diversification in Europe and the- m 
United States. Christopher Wood examines the | 
political uncertainties, discusses the basis of - 

| 
b 
| 
| 
zE 
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The Föurga Puja festival is a feast 
for Bengali writers and readers. ; 





























































Page 54 » 
A new. problem dooms for 

monetary authorities, this t 
the kerb market. And in a sur 











_ past success and future strategy and analyses 
„the bank's competitive position compared with its major international 
_ rivals. Correspondents James Clad and Lincoln Kaye look at the bank's 

. position in Malaysia and Singapore. Pages 67-82. 


os Mush aven courtesy of the Hongkong Bank. 


Page 56 — m 
Commonwealth finance mir iste 
| are to be urged not to let the id 
| of a new Bretton Woo 
| ment die before it is born. 
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| Page 58 
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E Decorate rush to complete the | As fear grips Sri 

. Hongkong agreement so that the | province, the 

return to the motherland can be | vow to escalat 

. announced on China's National | the government. N z 
| Indian defence e warty. | 











There is fresh doubt over elections 
in Pakistan — while officers said to 
have planned a coup for democ- 
racy’ may be tried. 





of life. with international backirit 


Page 38. | 
Asean may became involved in| Page87 
At long last, agreement 
| near on an international 
ary Fund standby credit pa 


for the Philippines. 


: Day. | L 

| Colombo. Page 84 
pe atl | mE | deals with China in the 
A planned Malaysian shopping tri ne 
to Moscow may also be a Warning | Pages 1830. authorities take a | Prime Minister Bob Hawi 
to Washington. | harder look at possible Khmer 

| Rouge among refugees wanting to | Page 85 
Pages 15-17 | be resettled. Meanwhile, there i isa A much-troub 
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| E | | much unwelcome horse-tradingat | 
Page 18 ^ . [the United Nations if it wants to — 
Adam Malik of Indonesia was in a | avoid erosion of support for | 
very real sense the last of his kind. | Democratic Kampuchea. - 
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Vieinamecé: Foreign Minister 
Nguyen Co. Thach, who is to 
pay the first ministerial visit 
to Japan from his country in 
Six vears, has indicated that 
Hanoi might accept the estab- 
ishment of a neutral interna- 
ional monitoring committee 
or Cambodia.as part of a 
move towards reducing ten- 
ions in Indochina. 

This was revealed in an in- 
-terview with the Hanoi corres- 
pondent of Kyodo, the Japan- 
ese newsagency, after the an- 
-Mouncement of his visit. due on 
:1-4 October. Thach also said 
"that Hanoi would be ready to 
discuss unconditionally pro- 
posals made by Asean and 

China for the solution of the 
Cambodia conflict. He made 
no explicit reference to 

apan's.role, but. seemed to be 
iplicitly calling on Japan to 
actasa mediator. 

Japan's Foreign Ministry 
said it regarded the Thach 


;" It was planning to issue 
an Official statement in re- 
— CHARLES SMITH 


donesia has eased entry re- 
strictions placed on Hongkong 
rtificate-of-identity (CI) 
ders — Hongkong resi- 
ents who hold neither Hong- 
ing-British nor British pass- 
rts. They must still visit in 
oups, but the minimum size 
or a tour group has been re- 
luced from 25 to 10. Those 
ravelling for business, social 
ir cultural purposes can now 
apply for individual visas. Re- 
rictions were also relaxed 
for visitors from Taiwan. 
= The moves were taken to 
boost tourism and business 
ravel. Jakarta had earlier an- 
nounced that “businessmen 
from 28 friendly countries 
‘ould enter Indonesia without 










| Working visits. 


s Foreign Ministry has 
; denied that the 13th National 


ammist- Party will be held in 
“1985, which would have been 
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statement as “very interest- 


a visa for up to two months on. 


two > years ahead of schedule. 
; Party Ger val Secretary Hu 


















this. was later confirmed by 
the Foreign Ministry. 

However, on 8 September, 
the ministry stated that 
would be a national party con- 


ference rather than a congress. 


This change of stance has 
caused speculation about 
whether Hu had made a mis- 
take, whether there had been a 
mistake in translation by the 
Japanese, or even whether 
Hus premature announce- 
ment had met with opposition 
within the central committee. 

— A CORRESPONDENT 


Asean urged to consider 
nuciear-free zone 


Asean's new standing com- 
mittee chairman, Malaysian 
Foreign Minister Tunku 
Ahmad Rithauddeen, said ata 
committee meeting in Kuala 
Lumpur on 10 September that 
the Asean region should be de- 


clared a nuclear-weapons-- 






free zone. He said Asean 


“could not wait for a solution 
to the Kampuchean problem 


before pressing ahead to 


achieve a zone of peace, free- - 
dom and neutrality,” 


or Zop- 
fan. “In this context,” 
Rithauddeen continued, "it is 


most timely that Asean look 


very seriously at the declara- 
tion of a nuclear-weapons- 
free zone in Southeast Asia as 
a start to Zopfan," he said. 

Rithauddeen's initiative 
follows reported comments by 
Prime Minister Datuk Seri 
Mahathir Mohamad during a 


recent visit to New Zealand 
where. on 15 August. he stated 


that Malaysia was opposed to 
nuclear-weapons testing and 
to the permanent stationing 
of nuclear: weapons 
Pacific. — JAMES CLAD 


Nepalese ministers 
to visit Peking 


Two Nepalese cabinet minis- 
ters are scheduled to go to Pe- 
king on separate official visits 
in October. Foreign Minister 
Padma Bahadur Khatri is to 
discuss a possible extension of 
a Chinese economic assistance 
programme aimed at develop- 
ing Nepal's vast water re- 
sources and to seek joint ven- 
tures in Nepalese agricul- 
tural-based industries. 

He will be followed by 
Prakash Chandra Lohani who 
holds both the finance and 
communications portfolios: 


He is expected to sign- an 
agreement t to set up a ministe- 


it. 
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held some time next vear and. 


Austrolid softens line 
on bank licences 


Canberra has softened its. Ex- 
pected requirement for 50%. 


local ownership for foreign 
banks seeking a licence to ope- 
rate in the country. Federal 
Treasurer Paul Keating an- 
nounced. on 10 September 
that, provided banks could 
prove their entry would be of 
substantial benefit to Austra- 
lia, the local-equity rule could 


i be waived. 


Successful applicants will 
be expected to provide coun- 
trv-wide retail banking ser- 
vices, something which should 
favour 
with existing links to Austra- 
Han finance companies. New 
entrants will have to be locally 
incorporated and meet local 


prudential standards includ- 


ing a minimum paid- up Sa 


| tal of A$25 million (US 3$20.7 


million). 


Between six and 10 new 


| banks are likelv to win li- 


Ins the» 





cences, according to hints 
from Canberra (REVIEW, 6 
Sept.) The higher number. 


would allow for inclusion of 
two or three “special cases." 
including the Bank of China 
which, the government has al- 
ready decided, can take over a 
dormant Taiwan licence. The 


BU ; half-dozen licences. 
will be decided according to 


the general criter ia. 
— HAMISH McDONALD 


Indonesian banks suffer 
from rupiah plunge 


The Jakarta money market is 
nervous about the steady de- 
preciation of the  rupiah 
against the US dollar, which 
has accelerated in’ recent 
weeks. The rupiah has weak- 
ened from . around 
1,000:US$1 in March to Rps 
1,060:US$1 now. The change 


has been large enough to 


tighten local liquidity se- 
verely, driving overnight 
inter-bank rates to a high of 
80% on 7 September against 
the nore 18-20%. 

In line with this trend, one- 


month bank deposit rates rose ` 


to around 30%, while local 
prime rates reached 32%. The 


liquidity squeeze was prompt- . 


lv felt by small private banks. 
Already 24 out of a total of 
some 60 private banks are re- 


ported to have drawn about © 


| Rps 100 billion oai 3: mil« 


those foreign banks’ 


Rps* 









l with rates dropping: to around 
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| stake and the state-r 


50% recently, but commercial 
lending and deposit rates re- 
main high. — MANGGI HABIR 


Taiwan-Toyota joint 


car venture terminated 


Taiwan has scrapped plans for 
a major joint-venture car 
plant with Toyota Motor 
Corp., the government an- 
nounced: on € 6^ September. 
Taiwan refused to extend its 4 
September. deadline for fínal 
agreement.on the much-de- 
layed project, despite Tovota's 
request for more time. 

First agreed upon in De- 
cember 1982, the plan would 


have:called. for production of 


300,000 sub-compacts a year 
by: 1994 and an eventual 
capitalisation of US$530 mil- 
lion. Toyota was to have a45% 

China 
Steel Cor p 25%. while other 
Taiwan | "business interests 










took the rest; 


The cause of the breakdown 
was Taiwan's demand that 
50% of the output be exported 
and 90% of the parts belocally 
made. Car. industry sources 
said Toyota feared that high 
production costs in Taiwan — 
due in part to the lack of 
economies of scale for local 
parts suppliers < Hreatened 
the projeet's viability. . 

— CARL GOLDSTEIN 


Cambodia appeals for 
aid after disasters 


. Phnom Penh has launched an 


urgent appeal for rice seed, 


fertiliser and pesticide follow- 
ing damage toits main harvest 


once again this vear by a com- 
bination of drought and flood. 


“The Ministry of Agriculture 
"estimates that 200,000 ha of 


riceland has been damaged by 


"flooding, and: another 24, 000 


ha by drought. The. govern- 


‘ment planned to plant 1.7 mil- 


lion ha of rice this season but 
so far, only a little more than 
600;000 ha have been planted. 
The province worst hit by 
the floods, which struek in 
mid-August, is Prey Veng in 
thé southeast, where 50,000 ha 
of rice — a quarter of the 
planting target. — has been 


. damaged. The ministry says 
. the country may face a four- or 


five-month food. Shortage in 

1985 if the effects. are not al- 

leviated soon: Phnom: Penh 

"has 's appealed] før T tonnes 
da . 
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In a Harbinger of what may bei in 
storeif Wellington implements its 
anti-nuclear policies towards the 
Anzus security alliance, official © 
United States sources say that — : 
Defence Secretary Caspar | 
Weinberger personally 
intervened in favour of New | 
Zealand last year against the US 
dairy lobby, which has been 
pressuring the administration to 
allow itto dump surplus butter in 

"Asian markets — particularly 

; Japan and Philippines — which 
are vital to the health of New 
Zealand's dairy industry. A 
Pentagon official said that if New 
. Zealand was not a strategic ally, 

- the administration might not 
overr due auch GOMEENG pressure. 





Thailand's supreme commander 
and army commander Gen. Arthit 
Kamlang-ek, whose visit to China 
earlier this year provoked strong 
. criticism from the three | 
-Indochinese states, is sitting on 
another invitation — this time to 
the Soviet Union. Outgoing 
Soviet Ambassador Yuri - 
. Kouznetsov issued the invitation 
some time ago, but aides have let 
it be known that Arthitisnow — 
“actively considering” 
acceptance, Foreign Ministry. >; 
under-secretary Arsa Sarasin > 
was expected to leave Bangkok | 
in mid-September on à visit to” 
Moscow, where he says he intends. 
conveying Thai concern over the 
introduction of Soviet offensive 
weapons into the region. 
. Although he was not more 
specific, it is believed he was. 
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AFGHANISTAN 

"Two Afghan resistance fighters arrested 
after à clash with government troops were 
hanged, Radio. Kabul said (10. Sept.). 
Afghan rebels regained command of the 
. upper part of the strategic Soviet- 

occupied Panjsher Valley, Western dip- | 

. Jomats in New Delhi said (11 Sept.). | 
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. HONGKONG 
© The 22nd round of the Sino-British 
v negotiations on the future of the territory 
ended in peine (6 Sepe jus 


| INDIA 
Four people were killed aaa 30. injured 
in communal rioting: in | Hyderabad | and 
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l'Mahathir will make a priv 
visit to Switzerland and 
. E thereafter tr: P 

| States in t 


| Hwan arr 
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referring to the deploymentof — 


Tul6é Badger bombers, armed 
3 d Bote inispies, 







el eetronie dC ships 
recently penetrated the Gulf of 


"Thailand to observe the annual - 


Thai-United States Cobra Gold 
exercise. 


GLOBE-TROTTING DATUK - 


Malaysian Prime Minister Dat e 


Seri Mahathir Mohamad is to 
visit Italy from 24-26 September, 
part of nearly a month’s journey 
away from Malaysia. After Italy 
— with which Malaysia has 
recently signed a technical- 
cooperation agreement — 

vate c 


; do Bade 2 | 
United Nations General 


“| Assembly on 10 October. The . 
| Malay sianleaderalsoplansstops — 


in Philadelphia, Chicago and Los 
Angeles before returning to 

Malaysia on 17 October — just in 
time for } presentation of the 1985 


‘budget to parliament, 
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Punjab, to prevent a protest rally de- 
manding higher grain: prices and. lower 
power rates for irrigation, it was reported 
(9 Sept.). Farmers called off the protest 
rally. Hyderabad was put under an indeti- 
nite curfew after nine people died in 
Hindu-Muslim clashes, and soldiers were 
given orders to shoot on sight (10 Sept). 
Officials in Punjab decided to release 
members of the Indian Farmers Union de- 


tained to prevent a d rally 
| (1I Sept} 


_ JAPAN 


South . Kor ean Président Chun Doo 


ived on an official visit (6 Sept ). 
AAT at the. endo "hun svisit 
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Jr Eileen north of is 
Kashmir, where border force 
the two sides clashed rece BU. u 
Siahchin lies along the control ^ 
line separating In dian- and ^ ^ 
Pakistani-held Kashmir ata E 
point t the f Frontier re mae 
undefined, Normally border : 
posts in the area are manned only = 
during the warmer n nonths : 
because of the area's unbearable 
winters, but following the rece 
border clashes, India has mov 
mountain br igade t oO the} f 
and is prepared to keer >it 
oe the s w vinter. 
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Kashmir diae with India said to 
have moved in 100,000 men. 
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Sept). peftisi radicals burned a storage 
building and defaced a construetion ca 
pany s office at Narita airport, police sot¢ 


(10 Sept). 
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Nasarullah Khan. 
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Jy Derek Davies in London 
he British diplomats involved in 
the negotiations on the future of 
; Hongkong will breathe a sigh of 
relief in the last week of September 
when the Sino-British joint declara- 
- tion and its three complicated annexes 
will be initialled and the texts pub- 
‘lished. 

For months now the enciphering 
‘machines in London, Peking and 
‘Hongkong have been churning out 
hundreds of thousands of words as 
proposals, counter-proposals, drafts, 
amended drafts and agreed texts have 
been flashed between the three cities. 
Diplomatists, accustomed to more un- 
demanding work schedules, have been 



















nd weary late at night. 

Inasense, this nitty-gritty, legalistic 
vrangling is something of an anti- 
imax: the high point came during 
British Foreign Secretary Sir Geoffrey 
Howe's visit to Peking in July. The 
main purpose of that trip was to con- 
"nce the Chinese of the validity of 
ongkong's worries about the powers 
Peking wished to invest in the joint 
iaison group which the Hongkong 
overnment saw as an alternative 
source of authority, leading inevitably 
;to a “creeping condominium” and an 
erosion of its ability to rule. 

: The visit achieved much more than 
hat, however. The British party was 
most agreeably astonished when, over 
lunch table, Deputy Foreign Minister 
Zhou Nan, head of the Chinese 
negotiating team, made a series of 
reakthrough proposals which made it 
ear that Peking was determined to 
'hieve a settlement. This objective 
id the initiative were later confirmed 
at a meeting with Foreign Minister Wu 
Xueqgian. 

.. London sources confirm Hongkong 
reports that the joint declaration itself 
chas already been drafted. Attached to 
4t will be three annexes of considerable 
length and it is the text of these which 
ds causing red eves and furrowed brows 
in. London's Foreign and Common- 
wealth Office and the Government 
Secretariat in Hongkong. 

The first annexe will be a catch-all 
document subdivided into 15 sections 
pelling out the way in which China 
vill administer Hongkong after it 
'eassumes sovereignty on 1 July 1997. 
















































and mal e-up of the joint liaison group. 


















iving early and departing red-eyed | 





















The. second will deal with the function | 


while the third will be devoted to the | 


The British are also drafting a white 
paper which is designed to sell the 
agreement both to Hongkong and to 
the British Parliament, explaining the 
| constrictions under which they were 
| negotiating and providing an 
| explanatory commentary on the de- 
| tailed texts which is designed to pre- 
sent the rationale and purpose behind 
| the various provisions. 
| Ironically, both sides are now under 
equal pressure from the end-of-Sep- 
tember deadline for agreement unilat- 
erally imposed by Peking, while being 





tance of the texts thev are having to 
| draft with such speed. 

Of the outstanding issues, most pro- 
gress towards agreement has been 
achieved. on land and nationality and 
the exchanges are now concentrating 
on the matters of civil aviation, post- 
1997 defence and security arrange- 
ments and the appointment of offi- 
| cials. The last two issues will probably 
involve concessions by the British: in 
the final analysis no one can deny 


One down, 

















By Emily Lau in Hongkong 
(JA 5 the Sino-British negotiations on 
the future of Hongkong draw to a 
close, they have concentrated on three 
| unresolved issues — land, nationality 












| have been settled, there is progress on 
nationality but a deadlock on aviation. 

The first of three annexes to the 
main agreement in the joint declara- 
tion to be initialled in Peking in the last 
week of September will concern post- 
1997 arrangements, providing a 
framework for preserving Hongkong's 
economic system and way of life for 50 
years after Chinà recovers sovereignty. 

It will include, among other things, 
provisions for preserving Hongkong's 
| legal system; for the territory to con- 
tinue to decide its own economic and | 
| trade policies; for preservation of all | 
| rights and freedoms which the Hong- 
kong people now enjoy and Serena 






















| acutely conscious of the vital impor- 


and aviation: Of these, land appears to | 







———————————————— tik ar tA arama a 


ELA tA AR At Retr L NTR LARA PARE SRNL yy e e st a a a a 





| 
| 
| 
| 
| 
| 
i 
| 
| 
| 
| 
3s 






China's, „future responsibility fo 
Hongkong's defence and security (in- 
cluding the right, insisted on by Deng 
Xiaoping himself, to station troops in 
Hongkong), just as China must ulti- 
mately decide the way in which Hong- 
kong's future rulers are selected. 

The exchanges are thus part of the 
larger educational process which has 
been going on ever since the Peking 
negotiations began last year. They 
have been. helped by the experience of 
one of the senior Chinese negotiators, 
Lu Ping, who has earned the respect of 
his British | counterpart ts not only for 


standing of Hongkong's s special case. 





ae the beginning of the talks the 
Chinese , were. suspicious of 
London's motives: they expect- 
ed London to behave in con- 





formity with classic Marxist concepts 
of the colonial exploitative power — 
suspicions strengthened by what Pe- 
king regarded as the inexplicable 
claim by British Prime uu & pu 











Of three outstanding i issues still to be settled "x 
Britain and China, only one is agreed 


liaison g group which will consult arid 
liaise on the implementation of the 
joint declaration and which may in- 
clude Hongkong representatives in the 
various specialist sub-groups. In-Au- 
gust the head of the Hongkong branch 
of China's official Xinhua news- 
agency, Xu Jiatun, said three special- 
ised teams, focusing on political, eco- 
nomic:and legal aspects of the transi- 
tion, would be set up under the joint 
liaison gróup. Each team would have 
40-50 members, some of whom would 
be professionals: from Hongkong. 

The third annexe, on land, reveals 
that a lands committee consisting of 
two Hongkong officials and two from 
the Chinese side. will be set up for liai- 












the profits which mu automatically 
accrue to an imperi 
any colony). 


"I think we have managed to-per--| - 


suade them that we are not going to 
make off with the silverware and leave 
them a bare cupboard in 1997," one 
source close to the British team said. "I 
think they do accept now that we have 
every interest in behaving responsibly 
and in handing over a going concern, 
not a waste land." 

London sources now say that the 
British case has been helped, not hind- 
ered, by the expression of legitimate 
anxieties by the people of Hongkong. 
During parliamentary debates several 
MPs and peers, some closely identified 
with Hongkong, deprecated the public 
expression of such worries as being 
'ounter-productive, destructive of the 
: goodwill and trust essential to the con- 
-clusion of an agreement and to its post- 
::1997 implementation. 
= , “At first, China dismissed those who 
vented their doubts as puppets we ín 
London were, manipulating, just.as 
they reckoned we were manipulating 







the media and indeed ' ‘government and. 


! financial circles' who were accused of 


deliberately weakening the Hongkong 


: dollar and the falli in the value of shares 


"average around 10% of-total income, 
: except between 1980 and 1982 at the 
dizzy height of the property. boom, 








when land sales generated as much as, 


or more than, 30% of total revenue. 
Land sales are also important in- 


sofar.as they influence the price of land. 


and thus, indirectly, the private con- 


struction sector. China had agreed that 


all land leases which expire in 1997 

will be renewed automatically for 50 

years. The Hongkong Government can 

also sell land with leases extending 50 
years beyond 1997. 


Ass to an influential pro- 
Peking Hongkong magazine, The 
Mirror, Britain had hoped to be able to 


sell land with 75- -vear leases, but since. 


this would go beyond the 230 years of 
capitalist rule promised by China, it 
was rejected by Peking. On land leases 
which are due to expire in or before 
1997, The Mirror said the Chinese had 
| agreed to the present method of charg- 
ing a ground rent of 3% a year of the 


. rateable value rather than a premium. 


-for renewing the lease. 
. n order to assure the Chinese that 
the Hongkong Government would not 


sell off all the land, leaving Hong-. 


_kong’s future special administrative 
> region (SAR) government without a 






a real interést v was proot that London s | 


charge of most of its duty. towards 











Machiavellian imperialists a not 
possibly control so many public figures 
rome all walks of life or maripat SO 











“sources ave welcome. any con- 
tinued expression of Hongkong 
doübts after the publication of the 
joint. declaration, While they accept 
that the texts will be subject to de- 
tailed scrutiny and even cynical ap- 
praisal, the feeling in London is that 
the agreement will represent the dis- 


Hongkong. 

"There is a limitation to what 
negotiators can do. We will have con- 
structed the best shelter we can design. 
The Chinese always wanted a broad- 
brush declaration of intentions and we 
have been able to persuade them of the 
absolute necessity of spelling out the 
guarantees agreed on. We have not 
been able to get in as much detail as we 


MARY LEE 


Lu: earning respect. 
side proposed that the Hongkong Gov- 
ernment be allowed to sell 500 ha of 
land every five years, and the Chinese 
have agreed, according to The Mirror. 
However, British sources refused to 
confirm the figure. 

A reliable source said that of the 
land revenue received, the Hongkong 
Government would keep the cost of 


‘land formation and the cost of redeem- 


Hongkong Government 
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Source said China h 


ing land entitlements in the New Ter- 
ritories. Ofgthe rest, a proportion, 
probably 50%, would be deposited into 
a special account overseen by the lands 
committee. In the next 13 vears, if the 
wished to 
withdraw money from the account for 
public projects, it would first have to 
consult the committee. 

On the question of nationality, the 
had agreed to allow 












aeneae Anra ACA NACA NEA imena raTa aaa e te i PAIS Pr erre AAAA A AA anaa a A Ea 


MAR reet erinnern rn nimia 


| given legally 


| : continue using some kind of: 
| passport as. travel document 
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part of its sovereign territory. 


| Houskona British Dessida t 


il Hongkong citizens dual: 
| other words, once the BDTC 



















king originally : 
we expected to 
progress bogged | 
source said. — . 
The British: ne 


snes, men “whe” Rd | 
Zedong’s Long March to throw 1h 
hated foreigners off. China's ‘sacred 
soil. 
Deng's public outbursts (such: as his 
denunciation of assurances 


ter Geng Biao) could be seen as m 
sary sops to those elements w 

leadership who were affronted 
suggestion that China should i 
promise with a colonial power 
matter involving sovereigntv owe 
part of China. 
Undoubtedly the joint deck 
and its annexes will constitute a | 
torical document. However it 
phrased, it will be a watershed -- 
first time in history in whi he 
world's proudest nation, which is 2 
a Marxist society, t; 
binding assurant 
another (capitalist) power about 
manner in which it will ad 





































ory Citizen (BDTC) passport o 
1997, but would not agree to. 


holder returns to Hongkong. ! 
will be regarded. as an SAR citiz 
not a British national. A British: 
said Britain was prepared to cons 
amending the Nationality Act whi 
sets out three kinds of citizenship. Th 
might possibly mean creating a fourt 
category to cater for the present: 
million BDTCs who will become SAR 
citizens on 1 July 1997. 

It is stipulated in the Nationality Act 
that British citizenship is transmitta~ 
ble for one generation from parents to: 
children. Britain is trving to persuad 
the Chinese to allow Hongkong citi- 
zens to transmit their BDTC status in. 
the same way after 1997 so as to be. 
line with the Nationality Act. So fà 
the Chinese have refused. 

On the unresolved question of civi 
aviation, the source said Br itain i is ite 


UE. 


SAR dom RUDI 
negotiate landing rights after 199° 
(REVIEW, 6 Sept.). However The Mirra: 
said China had agreed to recognise al 
bilateral civil-aviation agreements ii 
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re the 35th Chinese National Dav on 
Jctober is to enable the Peking 
ership to announce to the world on 
hi t. day that Hongkong will 
: unified with the motherland in 1997. 
Under such circumstances, things are 
‘hanging almost by the hour. 
Hongkong Government sources say 
they hope the details of the joint 
"declaration will be finalised before 17 
September when the unofficial (non- 
sivil servant) mernbers of the Execu- 
tive Council (Exco) are preparing for a. 
‘inal meeting with British Prime 
Minister Margaret t Thatcher in London 
re. the joint declaration is initial- 





































h “Glen ation will be headed by 
ongkong Governor Sir Edward 
ude. They will meet Thatcher and 
‘eign Secretary Sir Geoffrey Howe 


joint declaration to the e 
inister. But there is no i illusion that 
ny suggestion of amendments will be. 
al rie 


ian Air Torce (RMAF) e in 
ie second half of Uis to db 


unusual P Cum. move 
as a response to: Moscow's 
ad about persistent trade im- 
manges between the two countries. 


bought iet M$3.1 - million 
LS million} from Moscow -— 0,1% 
al imports in this period — while 
li g M$I 13. 3 rhillion of dus oil and 


hese Peu in Eid: currenci es. 
Led by acting RMAF chief Datuk 
ohamed Ngah, the team will evaluate 


id will present their assessment of. 


:dium to heavy helicopters including 
: p Hook and dodi the Ec) 


‘working groups are proceeding B 
‘most indecent haste to finalise: 
joint declaration for initialling be- 


be B 
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Xu: no indepe 


their word. One hopeful sign, one unof- 
ficial said, isthat the Chinese are being 
extremely meticulous about the details 
of the joint declaration, down to the 
last comma and full stop. This can be 


taken as an indication that they mean 
to abide by its content. 


S hortly after their return from Lon- 
don, some co members will be 
busily packing their suitcases, again, 
this time heading for the Chinese capi- 
tal to attend the National Day celebra- 
tions. To mark the special occasion Pe- 
king for the first time in the territ- 
ory's history ~ -has invited top govern- 
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lopsided trade ledger; even on 
concessionary terms, a purchase of 
heavy lift aircraft using sensible 
economies-of-scale will commit Ma- 
laysia to spending tens if not hundreds 
of millions. 

But many diplomatic observers 
chose to interpret the visit differently, 
most generally as a calculated signal to 
the United States. Prime Minister 
Datuk Seri Mahathir Mohamad, they 
say, is known to be unhappy about 
what he sees as US indifference or in- 


sensitivity to Malaysia's trading and 


regional security interestsg 

In this view, the warm welcome in 
July to Palestine Liberation Organisa- 
tion leader Yasser Arafat, the more re- 
cent objection to the programme which 
led to the cancellation of a Kuala Lum- 
pur performance by the New York 


Philharmonic Orchestra, and now the 
| eis dee evaluation decision, at least. 
| have dae to alert Washin gton toMa-. 











retary Sir Philip Haddon-Cave. 


The celebrations will take place less 


than a week after the expected initial- 


ling of the joint declaration. After the 
initialling ceremony, the document 
will be published almost simultane- 
ously in Peking, London and Hong- 
kong. It will be presented in the form of 
a white paper, and the Hongkong peo- 
ple will have about two months to com- 
ment on it. A quarter of a million 
copies will be distributed. 

An assessment office headed by Re- 
gional Secretary for the New Ter- 
ritories Ian Macpherson will im- 
mediately begin to collect publie opin- 
ion and compile a report for the British 
Parliament, which will probably de- 
batethe joint declaration in December. 

The short time allowed for the public 
to express their views on such an im- 
portant document is a major worry in 
many quarters, not to mention the im- 
plicit fact that Hongkong people. can 
only take it or leave it. Even some legis- 
lative councillors have said the whole 
exercise is for the benefit of British 
MPs, who can then justifiably claim 
that they have consulted the Hongkong 
people before they give their approval. 

As Hongkong's people prepare 
themselves for the historic joint 
declaration and rapidly re-orientate 
PE thoughts to > political matters, Xu, 


laysia’ s grievances (whatever the other 
motivations behind these moves). 

"The treatment of the affair by much 
of the press — especially by the in- 
fluential New Straits Times, which has 
close links to the United Malays Na- 
tional Organisation, the dominant 
party in the ruling National Front co- 
alition — reinforces this interpretation. 
Recent front-page articles, headed "A 
signal to the, West" or using similar 
wording, have gone out of the way to 
note that a helicopter purchase would 
make Malaysia the "first country inthe 
Asean region to use Soviet weaponry 
since 1965." 





n 9 August, an article asserted that 
the US has refused to sell avionics 
technology for A-4 Skyhawk fighter 
aircraft and M48 medium tanks to Ma- 
laysia; "the American Colt Industries 
also decided against a joint venture 
with [Malaysia] on the production of 
its M16A 5.56 mm assault rifle," the 
newspaper said. 
The same article cautioned against 
predictions by Western diplomats that 
Malaysia will not buy Soviet helicop- 
ters. simply” “because of the communist 
superpower's expansionist policies," 
put most Western diplomatie sources 
t ! bord Seen tc 

















ory, pores will it be an independent 
political entity. Instead it will be a spe- 
cial administrative region with a high 
degree of autonomy under the Chinese 
Government, a part of the great 
motherland," Xu told the University 
Graduates Association on 9 Sep- 
tember. | : 

Heis believed to have been referring 
to the Taiwan faction which advocates 
self-determination and independence 
for Hongkong. Xu's warning was 
echoed in The Mirror, which said that 
when the United States Republican 
Party issued a manifesto in August ad- 
vocating self-determination for Hong- 
kong, a group of Taiwan: supporters 
- marched to the US Consulate in Hong- 
kong to thank the US Government. 

Apart from the small pro-Taiwan 
faction, it is unlikely that there are 
. other groups which. support indepen- 
- dence for Hongkong. Many recognise 
- the territory as a part of China, but just 
do not want to live urider communist 
.rule. It was a master stroke of Deng 
` Xiaoping to propose the one-country, 
 two-systems concept, under which 
Hongkong is to be run by Hongkong 
people — a formula perfectly accept- 












able to many Hongkong people. Their | 


only worry is that Peking may go back 
on its Word when wir is gone. 






(particularly wE the Foreign 
Ministry) have to say about the forth- 
coming Ngah visit: that more is being 
made of the visit than is warranted. 

They also note that the visit did not 
come as a surprise to the US Embassy 
here (in fact the Malaysians privately 
informed Washington weeks ago about 
the M 





not à specious, reason for the exercise. 

Whatever the explanation, the ùn- 
publicised visit to Kuala Lumpur on 
16-18. August of the: Soviet, Foreign 
Ministry's Southeast Asia department 
head, Anatoli S. Zaitsev, is seen. as 
further developing an opening, how- 
ever slight, to the Soviet Union. The 
senior diplomat had planned origi- 
nally to visit Malaysia last year but the 
Soviet shooting down of a South Ko- 
rean airliner resulted in the visit's 
postponement. 

Informed sources here have specu- 
lated. that Zaitsev — who also visited 
Singapore — may have come at this 


 time.to see what substance, if any, | 
there may be to Malaysia’ S helicopter- , 
shopping visit. It is known that the Ma- 


laysians, in anticipation of the Soviet- 
Chinese normalisation talks scheduled 
for October, also searched. for clues 
that Moscow would be willing tourgea 


: more accommodating line from Hanoi | 





e Cambodia, dispute., -— 





a secret meeting in August. The meet- 
ing: of ne high ior Bestar of the 10- 


loscow trip). They also stress that. | 
the trade-balancing objective isa real, 







will boycott them and expand the 





-said Iqbal Haider, secretary-general of 
Qaumi Mahaz- 
Azadi (National Liberation Front) and | 
associate secretar 
election which 'does not take power 


risk even restricted pens in view. ot the 


The position n mistrusts Zia’ s assurance of elections 
and threatens new confrontations if he fails to deliver 


By Husain Haqqani in Islamabad 
p: akistan's opposition politicians are 
sceptical of President Zia-ul Haq's 
assurances that tension on the coun- 
try's borders will not affect his govern- 
ment's plans to lift martial law and re- 
store some form of democracy by 
March 1985. In fact, opposition leaders 
are preparing themselves for a second 
round of confrontation with Zia’s mili- 
tary regime. 
"We will mobilise the masses against 
martial law if elections are post- 
poned," said one opposition leader. “If 
elections are held on a non-party basis, 
according to Zia's ‘Islamic’ rules, we 


boycott campaign into a movement for 
the fall of the government." 

The political opposition, which iad 
disappeared from public view after the 
ban on political reporting in Pakistani 
newspapers in June, resurfaced to hold 


could not agree on a po i 
Pause proposed. non-party el 





tions, with some component parties 
wanting fo let their members partici- 


pate, individual opposition leaders let 
it be known th preference 1 was 
for a boycott of such elections. — — 

“We want democracy, not a farce 





the banned: leftwing : 





of the MRD. “Any 





away from the military and returns it 
to the people, which does not establish 
a sovereign parliament, is meaning- 
less. Participation in such elections 
would amount to legitimising the mili- 
tary regime without making any gains 
for democracy." 

The opposition raised the spectre of 
postponement of the elections after 
Soviet-backed. Afghan raids inside the 
Pakistani border in late August re- 
ceived wide publicity in the govern- 


ment-controled media, followed by. 


reports of deterioration in Indo- 
Pakistani relations. Some pro-govern- 
ment writers and politicians said elec- 





tions had a lower priority compared to’ 


national security and Zia should not 








major aie xt 
i tively support it. 
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Although Zia was quick to reiterate. 
his promise to hold elections and r 
store civilian rule despite the bor 
situation, the opposition leaders re- 
fused to believe him. “The government | 
really does not want elections ora. 
transfer of power," said an opposition 
politician. "Trouble on the bord 
fear of it is a godsend for the general 
who have been groping for excu 
ever since they promised the ele 
last year.” p 
Government 
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necessar y for it b Ke 1 itself inq« 
According to present Sene, the i 
tary expects wide participation in ni 
party polis by politicians who wo 
not like to los the opportunity € 
share in po 
Zia is expet 
dent be 













councils elected o on 







pur system i is based on 
age,” confessed one pol 
“Their professed love fer den 
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lirec tly: or ind 
pate in polls, edis the rhet 
boycott, because they don't want to k 
influence in their traditional co 
stituencies to the people that do í 
elected." 
Although most officials realise t e 
importance of holding elections aft 
seven years of military rule, fears 
main among the ruling circle that t 
democratic process might s 

prises for which the | 


** 


tical scenario,” said a high: 
military official, “ rs in 
tical play often have: a d y toe 
gress from their seript and i imj ovi 

According to the official, re 
one of the army's intell 
tary leaders have a tendency to 
pose their military experience t 
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While the milite 
garded as lacking in political judg- 
ment, its adversaries among Pakistan's 
politicians are not a difficult match. 
The MRD's leadership remains divided 
over political as well as personality is- 
sues, and the alliance might well split 
openly once the election schedule is 
announced. The banned Pakistan Peo- 
ple's Party of executed prime minister 
Zulfikar Ali Bhutto is already in disar- 
ray since the forced departure of its 
leader, Bhutto's daughter, Benazir, 
from the country. 

The opposition has yet to recover 
. from the setback of the failure of last 
year's campaign against the govern- 
ment, which resulted in serious agita- 
tion in Sindh province but made no im- 
pact elsewhere in the country. Several 
political workers continue to be in de- 
tention, though some have been re- 
leased in recent months, and the gov- 
ernment has expedited the process of 
bringing prosecutions against political 
detainees so that even after an amnesty 
is announced for political prisoners, 
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Opposition leaders privately confess 
that they lack the support to mobilise a 
mass Campaign against the govern- 
ment at the moment. Popular anti-gov- 
ernment movements are organised in 
cities, but require the involvement of 
the urban lower middle class who can 
take to the streets. Disgruntled busi- 
nessmen traditionally finance civil- 
disobedience campaigns, and their sup- 
port is crucial if the opposition wants 
to bring down the government with 
strikes and general shut-downs. But 
business support for the opposition at 
present is non-existent. 

"It would be wrong to say that Zia-ul 
Haq has support among the people,” 
said Sardar Sherbaz Mazari, leader of 
the banned National Democratic 
Party. “The opposition is still working 
out its strategy and lacks the means 
and opportunity to translate popular 
discontent into active opposition, but 
its cause has wide support. We realise 
our struggle will be long and arduous, 
but then the road to democracy is a dif- 
ficult one," he said. o 
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A case of trial and error 


Islamabad appears to link arrested officers with conspiracy 
against the regime, but an open hearing could backfire 


By Lawrence Lifschultz in London 


piss may soon put on trial 25 
middle-ranking officers rounded 
up in January allegedly to prevent a 
coup against the seven-year-old: re- 
gime of President Zia-ul Haq. The 
prospect of such a trial was revealed 
early in August by federal prosecutors 
during a habeas corpus hearing on 
behalf of Raza Kazim, a prominent 
Lahore lawver. 

Kazim's whereabouts had been offi- 
cially unknown since his disappear- 
ance on 9 January, but Interior Minis- 
try officials told the Lahore High 
Court he was in the custody of the 
army's Inter-Services Intelligence 
(ISI) organisation. By declaring Kazim's 
arrest under the Pakistan Army Act, 
the authorities have taken an initial 
step in seeking to link a civilian pub- 
licly with an alleged conspiracy inside 
the armed forces in early January. 

What occurred in Lahore and Is- 
lamabad on the night of 3-4 January, 
when ISI squads moved out across the 
country's main cantonments, is still 
not clear. Senior military officers have 
deen anxious to handle the case in a 
manner that will not exacerbate sim- 
mering tensions-in the lower ranks of 
the armed forces. ^A 

On the night of 3 January nearly 50 
niddle-ranking officers, were taken 
nto custody. Accordihg to sources 
lose to the Pakistan military, within 
lays of the first arrests several 
iundred ‘officers were detained and 
juestioned regarding an alleged mili- 


AR EASTERN ECONOMIC REVIEW e 20 SEPTEMBER 1844 


tary plot against Zia. Most of the offic- 
ers detained were édrditionally re- 
leased and posted to distant frontier 
positions. But 25 were held in strict 
Aides custody in Attock and Lahore 
orts. | 


In an interview on 12 February with 
Indian journalist Kuldip Nayar, Zia 
did not deny that there had been a 
heavy exchange of fire within the army 
cantonment in Lahore some time in 
January, but he linked the episode to 
alleged arms smuggling bv India to 
disaffected officers in the Pakistan 
army. In anotherinterview with Indian 
journalists on 22 July, Zia stated that 
Kazim and 25 army officers would be 
tried as arms smugglers. 

Several army officers who feared 
they were to be arrested on the night of 
3 January escaped to Europe and 
sought asylum. This correspondent in- 
terviewed one of the | 
exiles, who identified 
himself as "close to the 
core" of a group of like- 
minded officers which 
came together in Oc- 
tober 1982. 

According to the 
exiles, Zia only man- 
aged to gain the support 
of the junior officer 
corps for his successful 
1977 coup against the 
government of then 
prime minister Zulfikar 
Ali Bhutto because of. 





betrayed but the army itself isincreas- 
ingly the target of popular frustration 
built up over years of martial law. The 
junior officers, according to the one in- 
terviewed, were "anxious to servein an 
armed forces which stood beside an 
openly elected government 


y thetime the Movement for Resto- 

ration of Democracy (MRD) ini- 
tiated its national campaign against 
Zia in August 1983, troops were being 
called out in support of police action. 
particularly in Sindh, and there were 
reports of several army encounters 
with unarmed demonstrators. More 
than 30 demonstrators were killed in 
one incident in Sarkand early in the 
campaign. However, police and army 


personnel reportedly refused to fire on — 


civilians in several instances: and this 


was taken by the “pro-election” fac- - 
tion in the military as an indication - 


that à majority of junior officers and 
enlisted men had no enthusiasm for 
suppressing popular agitation for free 
elections. 

The conspirators planned to act in a 
coordinated manner once the MRD 
campaign had extended itself to other 


provinces, párticularly Punjab. It was 


the view within the group that orice 
troops were ordered to fire on crowds 
in Punjab, the junior officers would be 
in a position to take a unified stand 
with their men and refuse orders 

The exiles disclaim any “formal 
links to any political party,” and main- 
tain that their sole “objective was to 
move toward a situation where free — 
not militarily managed elections 


could occur." However, their còup 
plan was aborted when, following ' 
mass arrests, the MRD campaign failed. 


to mede to Punjab. 
T. 


t 
e prospective trial of the arrested 


officers poses a dilemma for Zia, A 
court martial which ends in convic- 


tions and heavy sentences runs the risk p 


of increasing sympathy among fellow 
officers for dissidents who clarm their 
only objective was fair elections. In 
1973 Zia himself — after presiding 
over the so-called Bardaker Conspi- 
racy Case which convicted nearly 40 
army and air force officers of plan- 
ning a coup against 
Bhutto — exhorted the 
military to stay in its 
barracks if democracy 
and constitutional rule 
were to survive in Pakis- 
tàn. 

But to go soft on the 
junior officers, on the 
other hand, in the hopes 
of preventing deeper di- 
visions in the military 
could be interpreted asa 
sign of weakness which 
in turn might invite fur- 
ther coup attempts. f] 


1» 


elections within: VS. i nm 
Seven years later, these officers feel, 
not only has the election promise been 
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Indonesia's former vice-president remained 
a major factor in politics until the end 


By Susumu Awanohara in Jakarta 


he outpouring of accolade and 
fond rememberances from all sec- 
tions of Indonesian society have 
suggested that the late former vice- 
president Adam Malik was the last of a 
kind. They also reaffirmed that he had 
continued to be a major factor in In- 
donesian politics until the very end. 
Succumbing to liver cancer in early 
September, Malik, 67, closed a politi- 
cal career that spanned half a century. 
As retired lieutenant-general T. B. 
Simatupang wrote in a tribute, “Bung 
Adam” was perhaps the last of the re- 
maining bungs. Originally meaning 
“brother” as in Bung Karno 
(Sukarno) or Bung (Mohammad) Hatta 
— the term has been used to refer to 
popular and respected national leaders 


who led Indonesia's struggle for inde- 


pendence. Younger leaders who only 
joined the struggle during the war with 
the Dutch (1945-49) are usually refer- 
red to as bapak (father) — or for short, 
Pak so-and-so. 

Some of Malik's supposed attributes 


a —unyielding vet realistic in adversity, 


frank, matter-of-fact and optimistic 
and, above all, always close to the 
masses — were more or less shared by 
his generation of bungs. In the past, the 
daily newspaper Kompas said in an 
editorial, such political attributes 
were the norm. In contrast officials 
nowadays allow themselves to become 
prisoners of protocol and bureaucratic 
culture, and not infrequently behave 
"plus royal que le roi," Kompas said. 

But after all, Malik was an extra- 
ordinary politician — a giant among 
the bungs. He had more staying power 
than the rest, thanks to his ability to 
sense the changed needs of the times. 
Malik was cabinet minister under both 
the old and the new orders — quite a 
feat, given that the latter rejected the 
former — and climbed further to be- 
come speaker of parliament and, fi- 
nally, vice-president in the period 
1978-83. 

At home, his counsel and mediation 
were much sought after, and Malik gave 
them freely. Abroad, he was arguably 
the best-known Indonesian for many 
years, presenting the softer, civilian 
face of the New Order to the world. 

More remarkably, Malik's staying 
power co-existed with his blunt talk, 
which earned him countless news- 
paper headlines. Having started out as 
a partisan journalist, Malik knew how 
to be quotable and commented on 
everything under the sun. But, as the 


18 


Kompas editorial suggested, one did 
not always expect to find substance or 
original, profound thought in his com- 
ments. 

Malik spoke out freely throughout 
his career and urged others to do 


| likewise. Increasingly, greater politi- 


cal participation by the masses, more 
equal distribution of the fruits of deve- 
lopment and the dangers of relying on 
foreign capital had become his central 
concerns. One thing Malik was not 
during his vice-presidency was a team 
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Malik: the last of the 


player. On the one hand, the govern- 
ment presumably had use for an in- 
house opposition. On the other hand, it 
irked some to hear Malik criticise gov- 
ernment policy as if he had no part in it 
and suggest, by implication, that those 
in power did not feel deeply for the 
common people. 

Malik's commentaries made head- 
lines even after he stepped down as 
vice-president in 1983. On his 67th 
birthday in July, the ailing Malik made 
an impromptu speech in front of close 
friends, many of whom were moved to 


| individuals 
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tears. He had had many illnesses in his | 


lifetime, he had said, but the one which 
was most painful to him was witness- 
ing so many Indonesian people still 
suffering. Independence had borne 
many fruits, he had noted, such as wise 


"Das " x ": = 4 ny, 
duals. But 


es i ee 
duals and rick ind: 


the main ideal of the independence 


struggle was to eradicate the suffering 
of the masses. That ideal had yet to be 
fulfilled, Malik repeatedly stressed. 

These were strong words. In his 
state-of-the-nation address in August, 
President Suharto acknowledged that, 
given the diversity of Indonesia, the 
benefits of development could not be 
evenly distributed immediately, “This 
frequently gives the impression [that] 
our development were producing a 
vacuum or confusion in our value sys- 
tem, increasing injustice and restrict- 
ing people's responsibility and partici- 
pation," Suharto said. 

"However," the president con- 
tinued, “let us not take a destructive 
attitude as though our future were 
shrouded in darkness. This is obvi- 
ously contrary with the facts and 
therefore misleading and without 
grounds." The feeling is that Suharto 
may have had Malik in mind 
when making this statement. 

In its tribute to Malik, the 
daily newspaper Sinar Hara- 
pan dealt directly with Malik's 
birthday speech. The question 
posed by Malik was whether 
what had been achieved was in 
accordance with the ideals of 
the independence struggle, the 
Sinar Harapan editorial main- 
tained. The answer is that the 
nation is still striving towards 
those ideals — of achieving a 
society which is advanced and 
just, prosperous and consist- 
ently founded on the state 
ideology Pancasila. 

The editorial reminded 
readers that Indonesia's early 
experiment with parliamen- 
tary democracy, based on com- 
petition among political par- 
ties, had failed, requiring the 
army to play a progressively 
greater role in politics. It refer- 
red to a passage in Suharto's 
August speech in which the 
president said: "We are going 
to refute the view that the role 
of the armed forces cannot stimulate 
the growth of democracy." Those who 
remain after Malik have the heavy 
responsibility of realising the ideals 
recalled by him, not just keeping 
them as slogans, the editorial con- 
cluded. 

Some critics of the government have 
tried to monopolise Malik, making him 
their own hero. But there are many in- 
side government who will carry on 
Malik's legacy, if in different ways. 
Among the well-wishers at Malik's last 
birthday celebration were Home Af- 
fairs Minister Soeparjo Rustam and 
Indonesia's representative to the Unit- 
ed Nations, Alex Alatas, both of whom 
had a long association with Malik and 
are now in key positions of govern- 
ment. 
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MEETINGS IN SINGAPORE 





IN 8 LANGUAGES? EASY... 


(Understanding our 
street opera isn't") 
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ngapore 








Raffles City Convention Centre, 
together with the Westin 
Stamford and Westin Plaza opens 
in 1986. 


From day one it will be the m lost. | 
comprehensive meeting, convention x 


and exhibition centre imaginable. - 

State-of-the-art meetings 
facilities abound — like 
simultaneous translation in up to 
eight languages, computerised _ 
registration of delegates, electronic 
microphone management and _ 
voting systems, and closed circuit 
TV linking all the meeting rooms. 
The flexible meeting area of over 
6,000 sq. metres is all on one floor. 

Our professional full-time 
convention service director and 
staff will ensure your next meeting 
is your best meeting. It's the 
time-honoured service you've come 
to expect from Westin Hotels. 

terim will appreciate guest 
rooms decorated with natural 
woods, Italian marble and 
luxurious fabrics. Little touches of 
excellence include bedside control 
of the motorised drapes and colour 
TV channels. Views from the 


windows are magnificent. 
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Recreational facilities include 
a fully-equipped health club, 
four air-conditioned squash 
courts, two swimming pools, six 
tennis courts and 20,000 sq. 
metres of superlative shopping. 
Outside the Singapore expr erience 
awaits. Prayers in Tam 
at the Indian temples. 
Trishaw drivers an to 1 
show you the sights. And 
of course the fascinating , 
Cantonese street opera. 
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For more information, contact your nearest Westin Hotels Sales Office or the Westin Stamford and Westin Plaza Sales Director 


in Singapore: 111 North Bridge Road, #27-01/02 Peninsula Plaza, Singapore 0617. Tel: 338 8585, telex: RS 22206 RCHTLS. 
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- Police on watch in Jaffna; army reinforcements arrive: an atmosphere of fear. 


SRI LANKA 











The point of no return y 





With Tamil youths turning more and more towards violence to 
press for a separate state, the Sinhalese have no answers 


By Rodney Tasker in Colombo 


he latest outbreak of violence in Sri 

Lanka's northern, predominantly 
Tamil, Jaffna province, which left as 
many as 100 dead, has made the pros- 
pect of communal harmony in this is- 
land nation more remote than ever. 
Young Tamil militants have launched 
their most concerted separatist cam- 
paign yet against a government deter- 
mined to crack down hard on what it 
calls terrorism, and attitudes on both 
sides in the nervous north appear to 
have hardened almost to the point of 
no return. 

The root of the problem lies in wide- 
spread Tamil frustration over what is 
perceived to be the majority-Sinhalese 
government's lack of sincerity in its 
professed intention to allow the minor- 
ity community some degree of au- 
tonomy on the one hand, and Sinhalese 
fears of a break-up of the nation on the 
other. Tamils at all levels of society are 
turning to militant guerilla groups as a 
final, desperate option to gain freedom 
from harassment by what are viewed 
by many as chauvinistic, racist ele- 
ments in the Sinhalese leadership. 

Whether or not the government seri- 
ously wants to seek a political solution 
to the problem, its image is being 
eroded by the rampaging excesses of 
undisciplined elements in the army 
which, retaliating against guerilla at- 
tacks, are exacting a deadly toll in lives 
and property in the Tamil north. 

The young Tamil militants, known 
among the Tamils as "the boys," are 
campaigning for a separate sovereign 
Tamil Eelam state (Eelam is the name 
of the old Tamil kingdom in Ceylon) 


comprising the country's northern and 
eastern provinces. Their tactics com- 
prise mainly land-mine attacks on 
army convoys and raids on police sta- 
tions. 

The army often retaliates by burning 
homes and shops in areas where it is 
attacked, presumably to deter civi- 
lians from supporting the militants 
(REVIEW, 6 Sept.). But Tamil communi- 
ty leaders also accuse the army of in- 

iscriminate shooting of civilians, 
which the Jaffna Citizens’ Committee 
says has claimed the lives of dozens of 
innocent people in the past few weeks. 

The atmosphere of fear has led to 
serious economic disruption, with 
shops closed, only one bank operating 
in Jaffna for one hour each day, the 
previously thriving fishing industry 
down by as much as 75% because 
fishermen say they are afraid to ven- 
ture out in waters patrolled by the 
navy, and a self-imposed curfew from 
about 5 p.m. every day throughout 
the province. 

The majority of Tamils in these areas 
would probably settle for some form of 
meaningful autonomy, such as 
federalism. Even the officially recog- 
nised Tamil political party, the Tamil 
United Liberation Front (TULF) — 
which won 15 parliamentary seats at 
the last election and is the largest op- 
position group — has made it known 
that it would be prepared to climb 
down from its 1977 election pledge of 
striving for a separate state if the gov- 
ernment offered an acceptable alter- 
native. 

But in Colombo, the government has 


shown no sign that it is considering of- 
fering any substantial concession to 
the Tamils. President Junius Jayewar- 
dene's ruling United National Party 
(UNP) stated in its election manifesto 
in 1977 that it would take all possible 
steps to remedy Tamil grievances in 
education, land, language and employ- 
ment in the public and semi-public 
sectors. In late 1983, after the disastr- 
ous anti-Tamil riots throughout the 
country in July in which an estimated 
400 died, Jayewardene told a con- 
cerned Indian Prime Minister Indira 
Gandhi that he was considering a form 
of regional autonomy for the Tamils. 
But nothing has happened 


n theory, Jayewardene certainly has 

the power to push through any legisla- 
tion he wishes to appease the Tamils. 
His party swept the board in the 1977 
election, winning 140 of the 168 par- 
liamentary seats, and in 1982 he was 
given a mandate to remain in office 
until 1989. Shortly afterwards, in a na- 
tional referendum, his UNP-domi- 
nated parliament was given an ex- 
tended life, also to 1989. But critics say 
that the president, now 78, is being 
swayed in his judgment by Sinhalese 
extremists in his party and also leaders 
of the powerful Buddhist clergy — 
most Sinhalese are Buddhists, while 
the majority of Tamils are Hindu 

Generally considered to be ex- 
tremists in Jayewardene' s government 
are Prime Minister Ranasinghe Pre- 
madasa, Industry Minister Cyril 
Mathew and the new, powerful Na- 
tional Security Minister  Lalith 
Athulathmudali. Premadasa and 
Athulathmudali are both known to 
harbour ambitions to succeed 
Jayewardene as president and con- 
sequently they are bitter rivals. At the 
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erence in. Sri Lanka’ s "affairs, : a popu- 
lar theme among a Sinhalese commu- 
nity which is traditionally nervous 
about the big brother to the north, par- 
ticularly its population of 50 million . 
 Tamils.in the southern Indian state of 
Tamil Nadu — separated from Sri 
Lanka only by the narrow Palk Strait. 

‘So while the Sinhalese are under- 
standably concerned about growing 
militancy in the Tamil community, the 
issue is undoubtedly being exploited | 
or political ends in Colombo. Unlike 
emadasa, a skilful lifelong politi- 
a Athulathmudali is an Oxford- 























enjoyed Jayewardene's confi- 
ince he was appointed to his 
jost earlier this year. “If he can 
ewar in the north, he will proba- 
me the next president," còm- 
one political analyst. 

Since the outbreak of violence in 
affna, M un has ore an 
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€ reign newsmen, ape Te cor- 
respondent, he was asked about com- 
uh Hom the Tamils m the army 










He claimed that the anti-Tamil vio- 
lence in July 1983 reflected a Sinhalese 
jacklash because of the. .army's per- 
eived weakness in the face of the 
amit militant threat. This time, the 
rmy was going to be tough. Asked 
about thë rounding up and transport- 
ing to the south of 348 youths in Val- 
vettiturai, a coastal town near the city 
.:0f Jaffna, after a Sri Lankan navy pat- 
rol had:‘been ambushed there by gueril- 
“las on 4 August, See er re- 
plied: "What's wrong with'it.. ^; you 
either investigate a erime' or “you! 
don't.” 



























































Tamils, Athulathmudali appears to be : 
gaining some popularity in the major- 
-ity community who, despite their num- 
“bers, feel themselves to be a minority 

people because of the reality of 50 mil- 
lion Tamils in nearby southern India. | 
| Ethnic Tamils comprise 2.6. million, 
bs 18^ o, of Sri “Lankas “15 mih 
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ted awyer with a reputation asa | 
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tral hill country. 


." In the sweep of territory claimed by | 
separatists as Tamil Eelam, Sri Lan- 
kan Tamils comprise 86% of the popu- | 
lation in northern. province and 41% in. 


eastern province — Tamil-speaking 
Muslims comprise 32% of the popula- 


tion of this province. Tamil leaders say 
that their majority in eastern province . 


has been diluted by the arrival of 
Sinhalese settlers. and that the 
strategic deep-water port of Trin- 
comalee, a harbour coveted by both the 
United States and the Soviet Union, is 


rightfully theirs even though the 


33.6% Sinhalese population of Trin- 


comalee district matches the 33.8% Sri 


Lankan Tamil population. | 
Tamils living in the two provinces are 
not a fully cohesive unit, with Jaffna 


Tamils generally considering them- 
selves superior to those in Trincomalee 
or Batticoloa and Amparai districts 
stretching further south along the east 
coast. 

Indian Tamils are a community even 


HF further removed from the Tamil main- 


stream. This community of 800,000 


; lives mainly in central Sri Lanka: Most 
iof them have still not been granted Sri 
^s | = : -| Lankan citizenship and their current 
: B. presenting himself to the. ‘bine 4 

EJ halese as a no-nonsense crusader | 
against dangerous elements among the | self 


main concern is security rather than 
any nen prone to ere a 


Rural Industrial oe 
ter Suvumiamoorthy Thonda- 


rEreaents Indian’ ‘Tamils’ He pointed 
out that as 95% of his people voted for 
the UNP government, they expected 


ry | i | said M lud Should ein to his 
rubber plantations i in thé Lon: s cen- | 
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people that he is not "in the hands of 


the [Sinhalese] extremists.” 


] n almost every way, the Indian Tamils 


are a more oppressed minority 
than their indigenous brothers. Yet the 
Sri Lankan Tamils, particularly in the 
northern province, also feel they are 
being treated as second-class citizens 
in their own country. ‘A landmark for 
them was the 1956 Sinhala-only policy 
introduced by the government of the 
late Solomon Bandaranaike, which 
made Sinhala the official language, re- 


placing English as the generally ac- 


cepted language common to all: com- 
munities. ~" 

As a result, while many of the aide 
generation of Tamils ‘and Sinhalese 
can converse with each other in Eng- 





lish, young people from the ! two com- 





munities have a lahguage barrier. This 
lack of communication has undoubt- 
edly contributed to the feeling of 
deprived isolation among the Tamil 
youths, which has now been translated 
into hostility and violence. Converselv, 
young Sinhalese soldiers in the 
overwhelmingly Sinhalese army —~ 
based in the Tamil north appear to feel 
that they are more or less in a foreign 
land, thus heightening army-Tamil 
tension in the area. 

Successive governments since inde- 
pendence in 1948, see-sawing between 
the UNP and the Sri Lanka Freedom 
Party now headed bv former prime 
minister Sirimavo Bandaranaike, have 
raised hopes among the Tamil commu- 
nity that some form of autónomy was 
possible. But there has always been a 
widespread fear among the Sinhalese 
that the Tamils would take advantage 
g y to form a co sol 






























































the Tamils, the TULF, is caught in a 
bind. Since August 1983, the party's 
MPs have been unable to sit in parlia- 
ment because they refused to take an 
oath renouncing any desire to set up a 
separate state as required by the sixth 
amendment to. the. constitution. This 
legislation was! ‘ied into law, rashly 
in the view of many diplomatic obser- 
vers, as a reaction to the July riots. 
However; under pressure from New 
Delhi, the TULF has continued to at- 
tend an all-party conference called by 
the government at the end of 1983 with 
a view to tackling the minorities issue. 
Little has been. accomplished by the 
conference apart from the presenta- 
tion of a government. proposal for a 
ia EE n second - iioc md 
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Athulathmudali: centre stage. 


Jayewardene would nominate minis- 
ters to deal with regional affairs. 

The idea has been rejected by the 
TULF, but the fact that the party still 
remains at the conference — in which 
hardline Sinhalese Buddhist organisa- 
tions also participate — has lost it con- 
siderable credibility among the in- 
creasingly disenchanted Tamil com- 
munity which voted for its candidates, 
on a separate state manifesto, at the 
last election. Tamil militant groups 
have induced a mood of resistance 
among their community which the 
TULF is trying, so far unsuccessfully, 
to curb. 


" HN what many Tamils, in- 


cluding the TULF, want isto secure | 


-control of the administration of law 
. and order, education, land settlement 






ofl ough: under the current gove ment 


ite force » representing | 


-and development in their areas. Al- - 
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about communal realities on the island 
and fora general tendency to pander to 


"feristics. 


no exception..B 


tical solution to Tamil leaders, it seems 


Tamil Culture à in the past; - a dac of 
the British colonial era when the 
Tamils were favoured for civil service 
and professional employment. 
But a “standardisation” scheme 
under which Sinhalese were given an 
official advantage over Tamils in qual- 
ifying for university places, discrimi- 
nated against Tamil students. The 
scheme has recently been replaced by 
one which is only marginally less dis- 
criminatory, with university- places 
being awarded on the bases of 30% 
merit, 55% on district and 15?5 re- 
served for those from backward areas. 

There is a general sense of near- 
paranoia among the Sinhalese, rooted 
in their centuries of struggle against 
Tamil kings in the north and east of the 
island. Defence of Theravada Buddh- 
ism — the original Buddhist ideology 


guage is a strong current running 
through the Sinhalese community. 
Successive governments, including the 
present one, can be blamed fora failure 
to educate the majority community 


the race's more chauvinistic charac- 
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this vault os A 
Sinhalese as a se 


is persuaded that it is in | 
interests to offer some acceptable poli- 


the violence in the north may become 


land. 

The violence is. already taking an 
economic toll. Thousands of Tamils 
have left the country since July 1983, 
some 40,000 of them taking refuge in 
India's Tamil Nadu province, con- 
stituting a debilitating brain-drain. 
Some potential foreign investors are 
reportedly having second thoughts 
about prospects in a country previ- 
ously considered to. be something of a 
haven, with its comparatively literate 
workforce and market-oriented econ- 
omy. 

Tourism, a 1 strong foreign-exchange 
earner, has slumped by 39%.in the past 
year, with. revenue dropping from 
US$129 million in 1982 to US$100 mil- 
lion in 1983, according to official fig- 
ures. The country would obviously 
benefit from a peace. formula to break 
the cycle of communal violence. But as 
one Tamil politician: commented: "I 
don't see the government in any. mood 
to make concessions." Even if-it was, 
whether. the newly popular militant 
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Tamil rebels explain their 
campaign of violence against 
Jayewardene's government 


t the forefront of the current gueri 

la.campaign against the Sri Li 
kan Government in the nerthe 
Jaffna peninsula are the Tamil T 
The group, one of eight Tamil g 
fronts, claims that it launched its 
tary operation in ear ly August af 
waiting in vain for the government c 
President Junius Jayewardenetat 
some political initiative on the 
issue. And it has indicated that 
will be no early end to the v ioler 
Political leaders of the | 
Tigers of Tamil Eelam (LTTE 
group calls itself, and those of: 
organisations, are based in Mat 
elsewhere in India's southerr 
Nadu state. From Tamil Nz 
rect their UMEN in 


Their existence: eg mas 
embarrassing to the Indian 


lonion: that Tami Wac . 


LTTE spokest tan. A. 
told the REVIEW Madras w 
group had chose | this time to; 

offensive against the security fi 
the Jaffna peninsula. "After Ju 
there was a military lull.” he said. “ 
gave time and opportunity to the 
Lankan Government to arrive at 
litical solution under the good. 6 
of India. We didn't want delibera 
to disturb or undermine the pe 
deliberation process. Unfortune 
the Sri Lankan Government n 
utilised the good offices of India or 
fered any constructive proposals.” 

Balasingham, a social scientist D 
profession whose LTTE colleagues s 
also mainly intellectuals. said. tf 
Jayewardene had been expected tc 
nounce a political initiative to qi 
Tamils a degree of aüutonomv i 
but he had only proposed a parl 
tary second chamber, which ali T. 
groups had dismissed as meaning 
“So we decided to build up our t 
tary pressure — it wasn t to comm 
rate the anniversary of [the commu 
violence inj July 1983. It was to e 
military pressure to make the govet 
ment realise that its military opti 
will not bring about a solution 
pr oblem à i 
























i st campaign 
a manifestation of our desire to im- 
ess on the government thatit cannot 
solve the problem with. military re- 
ression and violence." He said the 
mpaign would be sustained "until 
[the government] brings some order to 
this undisciplined army who go on the 
rampage against civilians." 

 Balasingham was réferring to the 
my's apparent policy of burning 
uses and shops, and rounding up 
young men in areas in which the 
guerillas detonate landmines or other- 
‘wise attack the security forces. Al- 
though some of the other guerilla 
Oups are e critical of me loss of inno- 





P sought retribution for its own 
C Balasingham ` claimed the 
ority of Tamils in affected areas 
‘support his group's campaign. 
“Our people are angry and frus- 
ated. This Bowes or a Daa 











y Salamat Ali in New Delhi 


ndian military strategists seem to 
have won the point that the defence 
of peninsular India south of the Vind- 
hya mountains, stretching across 
Madhya Pradesh, requires an integrat- 
ed approach based on four points — 
coastal and offshore islands safety, 
aerial maritime reconnaissance and 
attack capability, submarine warfare 
capacity and a blue- water patrol and 
^control ability. 

One unmistakable pointer in this di- 
rection was the creation in July this 
. year of a southern air command, based 
at Trivandrum, not too far from the 
-Cochin-based western fleet. There is 
also a new emphasis on closer coordi- 
nation between the three services, with 
the Indian Navy hoping to play the 

central role in southern defence. - 

-Indian defence experts consider 
hese new concepts for the defence of 














sponse to what they see as the growing 
threat in the Indian Ocean, coupled 
ith the naval commanders’ old argu- 








ome to India in the past by sea. 





so-far tension-free southern India a re- - 








ment that Western domination had 
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. Tamil 


worldwide tenders. 


known in the Jaffna Tamil community 
because most of them arein their 20s or 
30s, appear to have no problem re- 


lawyer told this correspondent. in 
Jaffna: "Young Tamil men are sup- 
porting or joining the boys, because 
there is nothing to lose — if they don't, 
they fear they will be rounded up [by 
the army] anyway.” > > 


A" factor supporting the gue- 
rillas’ recruitment drive is the 
large number of young Tamils who 
cannot find jobs. pCeOraing to offi- 
cial statistics, 4176 of Tamil youths 
who achieved *advanced- level" edu- 
cation qualifications in 1983 were un- 
employed, compared with a figure of 
29% for similarly qualified Sinhalese 
youths. s 

Asked why the current campaign 


was largely confined to the northern 


province, when the country's eastern 


province was also included in the 
militants' struggle for an independent 
Balasingham 


en dein | 


ndia looks at Sri Lanka's Tamil problem as not only related t to. 
; own domestic politics, but in superpower rivalry terms 


Eelam state, 


schism, they cannot see the new Indian 
ideas flowing solely from a realisation 
in New Delhi of India's near total de- 
pendence on maritime trade and the 
growing economic importance of the 
seas around its peninsula. Colombo 
does.not lightly brush away Indian 
commentators’ oft-repeated: observa- 
tion that developments in Sri Lanka 
have brought dangers to India's 
doorstep. 

From the other side of the fence, des- 
pite strong and repeated denials both 
by the United States and Sri Lanka, 
Indians. continue to suspect that the 
US has its eyes on the strategic Trin- 
comalee port — the biggest natural 
harbour between Australia and Africa. 
The earlier plan to lease the. oil storage 
facilities at the port to a subsidiary of 
the US Coastal Corp. had brought 


strong objections from New Delhi, 


which forced Sri Lanka to call for 
The six bidders 
who responded had included an Indian 


. public-sector undertaking, the Indian | 
Oil Corp., not because India needed the | 
facility so close to home but only. to 


d its use to a DE party: 







| | LTTE leader Velupillai Prabaka an t i 
cruiting Tamil youths. As one Tamil | 


i the various groups squabble with: i 
other and that thereisno unified front. 


was not taken up. 


major arms supplier — in Afghanistan 


even a. fant oF Ug  involvemen Lin ri 
















1970s. that. i duc. leading figures 




















form their own movements. (Prab ka- 
ran, who is in his early 30s, origi- 
nally formed the Tigers in 1972 and has 
more of a military than an intellectual 
background.) Prominent among these is 
the People's Liberation Organisation 
of Tamil Eelam (PLOTE), formed by 
Uma Maheswaran in 1979, and the 
Tamil Eelam Liberation Organisation, 
led by Srisabaratnam, which has be- 
come a force in the past two years. 
One common factor among these 
three leading groups is that they all 
have links with the Palestine Libera- 
tion Organisation (PLO) — the Colom- 
bo government claims that their fight- 
ers are trained by the Palestinian 
guerillas, as well as Libya. : 
The popular view in Colombo is that 














ting on this, Balasingham 
at while all the a one 















unused oil-storage facility . in: the In- 
dian Ocean was given.to a Singapore- 
Swiss-West- German’ consorti um.. Sri 
Lanka itself retained about a 2 

stake in the venture and to offs 
dian objections, offered New D 
majority share in its own stake A 















India also frown d 







Voice of America and Sri tank: ; pro 

viding for the upgrading of US broad- 
cast facilities located on the island, Tn- 
dian MPs raising the issue on 15 Marcl 
this year expressed; grave» concern. 
Even stronger resentment was'ex- 
pressed. when Colombo acquired: Is- 
raeli intelligence services to train its 
security forces in anti- terrorist opera- 


tions. 
p leaders complain that the 
presence of Israelis has brought 
further tensions into the region in 
violation of India's declared -policy 
of exclusion of ‘all: foreign powers 
from what is seen as its sphere of in- 
fluence. This so-called Indira Doctrine 
(REVIEW, 16 Aug.), while espousing the 
even-handed exclusion of all outside 
influences, is applied with considera- 
bly more leniency towards the pre- 
sence of the Soviet Union — India's 


than towards the US Indian 
base at Diego Garcia, for inst 









Tamil state — there were differences 
over the methods of achieving this. The 
LTTE was conducting a classic 
guerilla campaign — raiding police 
stations and ambushing troops — 
while the PLOTE, for instance, was 
holding back in order to build up a 
more conventional army. 

The PLOTE’s public-relations of- 
ficer, Raja Nithiyan, confirmed this in 
a separate interview in Madras. “We 
don't believe in hit-and-run tacties,” 
he said. “We believe in mass insurrec- 


Tamil Tigers in training: no recruitment problems. 








tion. Our argument is that if you can't 
defend your people, then it is better not 
to do it. Weare not yet ready to declare 
war.” 

Nithiyan, who described himself a 
life-long revolutionary, spoke in a 
more jargonistic way than his LTTE 
counterparts. . “Revolution,” and 


“mass movements” peppered his lan- 


guage. His group sought alliances with 
any communist country (other than 
China) which wanted to supportit, and 
in a comment on its links with the PLO, 


he said: "If we win here, it will be a vic- 
tory for Palestine also." 

Both the LTTE and PLOTE said that 
Indian Tamils, mainly plantation 
workers living in central Sri Lanka, 
would be invited to settle in a “liber- 
ated” Tamil Eelam and given full 
citizenship. Nithiyan went further to 
say that the PLOTE would support a 
revolutionary struggle, if it started, 
among poorer members of Sri Lanka's 
majority Sinhalese community 

For the moment, the Tamil guerilla 
groups’ numbers appear to be too small 
to take on the Sri Lankan army in à 
full-scale war. For weapons, they rely 
largely on what they can snatch in 
raids on police stations and from dead 
army troops. Finance for their opera- 
tions seems to come mainly from over- 
seas Tamil communities in Europe, the 
United States, Canada and Australia. 

It is doubtful also whether the In- 
dian Government, whose tolerance 1s 
crucial to the militants' existence, fully 
supports their more violent objectives: 
New Delhi still hopes that a peaceful 
political solution can satisfy the 
Tamils' demands. But as time goes by, 
the young militants are becoming more 
radicalised and may become a tiger 
which even India cannot ride. 

— RODNEY TASKER 


eee, 


affairs. With enthusiastic support to 
their cause available, both among 
leaders and the general public in the 
neighbouring Indian state of Tamil 
Nadu, the Sri Lankan Tamil insur- 
gents use the Indian mainland as a base 
and as a sanctuary between raids. 
Since 1981 Sri Lanka has alleged that 
the insurgents even have training 
camps in Tamil Nadu. The charge is re- 
futed by India. 

Sri Lankan Prime Minister Rana- 
singhe Premadasa stated in parlia- 
ment early this year that he had sent to 
New Delhi the full address of one of the 
insurgent camps in Tamil Nadu. Soon 
afterwards the Indian fortnightly 
magazine India Today reported the 
existence of insurgent camps including 
one near Madras airport. 

Over a period of time, there has been 
considerable erosion in the credibility 
of Indian denials, because the various 
insurgent groups based in Tamil Nadu 
— though described officially as re- 
fugees — have made no secret of either 
their secessionist aims or the violent 
means they continue to use to attain 
them. They are a most unusual under- 
ground, for they not only have post- 
boxes and telephones but even print 
calendars to publicise their objective. 
A very embarrassing moment for India 
was the bomb blast at Madras airport 
on 2 August, which killed 31 people 
and partially demolished the terminal. 

The Indian press reported that one of 
theinsurgent groups — the Tamil Elam 
Army, which was responsible for an 
earlier bank robbery at Kattankudy, 
near Batticaloa, Sri Lanka — had sent 
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two suitcases packed with explosives 
for shipment on an Air Lanka flight to 
Colombo. The cases failed to be loaded 
on the flight and exploded at the air- 
port. 


Eo is embarrassed by the Tamil 
groups but cannot afford to throw 
them out. This hesitation to take firm 
action is based on the fear of a 
backlash in the south — especially in 
Tamil Nadu — where opponents of 
Prime Minister Indira Gandhi and of 
the All-India Anna Dravida Munnetra 
Kazhagam Chief Minister M. G. Rama- 
chandran accuse New Delhi of gross 
insensitivity towards Sri Lankan 
Tamils as opposed to its highly sym- 
pathetic response towards the people 
of Bangladesh in 1971 under what they 
say are similar circumstances. 

This accusation is irrespective of the 
belligerent statements by Ramachan- 
dran, including his warning during a 
Tamil Nadu assembly debate on 9 
April that any further attacks on 
Tamils in Sri Lanka would mean the 
state would be up in arms and also 
that, if necessary, Tamil Nadu would 
“go it alone" in taking steps to resolve 
the issue. 

Faced with separatist terrorism in 
Punjab in the north, Nagaland and 
Mizoram in the east and the potential 
for a similar situation in Tamil Nadu, 
New Delhi is in no mood to encourage 
secessionism across the Palk Strait 
that divides Tamil Nadu from the 
Tamil-majority regions of Sri Lanka. 

Some observers argue that should all 
other options fail, India would much 


rather see the Tamil areas of Sri Lanka 
annexed to Tamil Nadu rather than see 
them independent and serve as a model 
for Tamil separatism. But taking a 
wider view of the situation, New Delhi 
rules out intervention in Sri Lanka. 
The then defence minister R. Ven- 
kataraman declared on 30 April that 
India would not repeat its action of 
1971.in Bangladesh, because such ac- 
tion, instead of solving the problem, 
would provoke superpower involve- 
ment and could result in an acute con- 
frontation in the Indian Ocean 

The strategy India seems to have 
opted for is to keep a tighter rein on the 
Tamil Nadu-based insurgents and en- 
courage the moderate Tamil United 
Liberation Front (TULF) to arrive ata 
negotiated settlement with Colombo 
Hence it is pressing the insurgent 
groups firstly to unite among them- 
selves and secondly to back the TULF 
to enhance its bargaining strength. Al- 
though except for the Tamil Tigers, all 
insurgent groups have begun consulta- 
tions on unity, there is little indication 
so far of their willingness to merge or 
even severally compromise on their de- 
mand for secession. 
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Refugees at Khao Dang: separating the sheep from the goats. 


Taking a harder look 


US resettlement officials are concerned that Khmer Rouge 
members might slip through their screening process 


By John McBeth in Bangkok 


F ive years after Vietnamese forces 
invaded Cambodia, the spectre of 
the Khmer Rouge has emerged as an 
emotional issue in the United States 
refugee programme. Understandably, 
the Americans — and other Western 
nations. — do not want to resettle any- 
one who took part in the bloody reign 
of terror which gripped Cambodia be- 
tween 1975 and 1978. And as the num- 
bers of remaining refugees diminish, so 
the fears grow that the residual refugee 
population in the once-swollen Khao 
I-Dang refugee camp contains people 
with a murky and perhaps blood- 
stained past. 

More than 14,000 of the 32,000 re- 
fugees at. Khao I-Dang have had their 
cases referred to so-called ethnic af- 
fairs officers because of inconsisten- 
cies arising during preliminary screen- 
ing or because of outright suspicion 
that they have past Khmer Rouge con- 
nections. One source claims that up to 
60% of these cases are likely to be re- 
jected when they come up for consider- 
ation by the US Immigration and 
Naturalisation Service (INS). But a 
senior official told the REVIEW the fig- 
ure is far too high and contended that 
the majority of the refugees would 
probably be cleared for resettlement, 
along: with 5,000 others whose cases 
were passed directly to the INS. 

About a quarter of the residual Khao 
I-Dang population is made up of peo- 
ple in the so-called P6 category, the 
lowest priority group in the US rating 
system, who only began to be inter- 
viewed in May 1983. Uptothen, the US 


28 


officials had concentrated their atten- 
tion on those in the P1-P5 categories, 
embracing everyone from former US 
Government employees to distant rela- 
tives of Cambodians already resettled 
in the US. P6 people are described by 
one US source as “good peasant folks, 
economic refugees." The US program- 
me has moved more than 24,850 Cam- 
bodians from the camp since June last 
year, and another 4,100 with INS ap- 
proval are waiting to go. 

Many of the new applicants were 
formerly held in the old Sa Kaeo 1, 
Kamput 1 and Mairut 1 camps — all of 
which were originally opened to cater 
for the mass of starving, malaria- 
stricken refugees who poured across 
the border from Khmer Rouge-held 
areas in the chaotic months after the 
Vietnamese invasion in late 1978. As 
those camps were closed, the refugees 
were centralised at Khao I-Dang, a 
sprawling and remarkably orderly 
town of bamboo and thatched huts 
which at one point had a population of 
more than 160,000. 


significant number of Khmer Rouge 
followers returned to the border 
to join the resistance, but some re- 
mained and are described as being part 
of "a very different refugee popula- 
tion" from that which had been consi- 
dered before — largely because P6 can- 
didates are in the main peasant farm- 
ers or people who do not meet the usu- 
ally accepted criteria for resettlement. 
Although it has not become a live 
issue in the US, the Rhode Island- 





based Cambodian Crisis Committee 2 
claims there are no more than 10 
Khmer Rouge in Khao I-Dang and 
feels, as some refugee workers do, that 
judgments are being made on scant 
evidence at best and by officials who 
have little or no knowledge of Cam- 
bodia or its recent history. What wor- 
ries officials, however, are the dangers 
involved in inadvertently allowing 
Khmer Rouge suspects through the net 
and thereby exposing the entire re- 
fugee programme to the sort of criti- 
cism which could put it in jeopardy — 
particularly at a time when compas- 
sion for the refugees is running short 
and purse strings are getting tighter. 

Diplomatic sources say a number of 
Khmer Rouge have been resettled in 
the US and there have been a few cases 
of others being recognised by fellow 
refugees at the processing centre in the 
Philippines where the Cambodians 
first go for six months of English-lan- 
guage training and orientation. Com- 
plicating the situation, however, are 
instances in which the Khmer Rouge 
label is used to settle old grudges. As a 
refugee worker explained: "When we 
get an allegation, it has to be followed 
through." 

The US Embassy's refugee section in 
Bangkok is known to hold a file of 
former Khmer Rouge officials, pre- 
sumably supplied by political officers 
who monitored developments in Cam- 
bodia during the brutal Pol Pot years. 
But photographs are hard to come by 
and names count for little because al- 
most all Cambodian communist offi- 
cials have adopted aliases, sometimes 
as many as seven or eight. 

Case workers involved in pre- 
screening are guided by a checklist of 
indicators in deciding whether a more 
intensive questioning session is neces- 
sary. Among the early warning signs 
are: 

» Refugees who formerly were in- 
habitants of either Sa Kaeo 1, Kamput 
1 or Mairut 1. This alone, however, is 
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not sufficient evidence of Khmer 
Rouge affiliation; many ordinary 
Cambodians were caught up in the 
Khmer Rouge retreat to Cambodia's 
western border and once in Thailand 
pleaded, in the most part unsuccess- 
fully, to be moved to another camp. 

>» Residence or presence in Phnom 
Penh between the latter part of 1975 
and late 1978, when the Khmer Rouge 
were in power — a factor one official 
fróm, another Western country de- 
scribed as an "absolute red light." A 
19-year-old girl was rejected last year, 
for example, when she acknowledged 
working in a medicine factory in the 
Cambodian capital in 1978 and later 
joining the Khmer Rouge exodus to the 
border. She was then only 13, but given 
that) the Khmer Rouge had forced 
Phnom Penh's entire population out of 
the city within days of their takeover in 
April 1975, allowing only Khmer 
Rouge to remain, official policy is to 
reject all who were in the capital in the 
intervening years prior to Vietnam's 
Incursion. 

» Refugees who, resided in Khmer 
Rouge-held . border areas, usually 
south of the town of Aranyaprathet, 
before entering Thailand. 

» Cambodians who lived in so-called 
liberated zones; between 1973 and 
1975, later to become known in Khmer 
Rouge parlance as the. "old popula- 
tion." 

» Refugees who, were not forced to 
change locations or to join mobile 
work teams. 


he heaviest burden of responsibility 

falls on.the 11 ethnic-affairs offi- 
cers, known as FAOs including three 
from. the US State Department and 
seven on contract .from the Joint Vol- 
untary Agency (JVA) the body 
whose job it is to. keep the refugee 
pipeline full and to ensure that sche- 
dules and deadlines are met. Only one 
of the 11 FAOs however, speaks Khmer 
fluently or has.more than a basic 
understanding of what has transpired 
in Cambodia over the past decade — 
and in the 1975-78 period in particu- 
lar. The FAQs are said to spend as 
much as a day examining only two or 
three cases. Their reports then go to a 
field coordinator who decides whether 
to pass the case.to the INS for final ap- 
proval or whether to ask for a further 
interview. 

Relations between.the INS, the State 
Department and the JVA are now said 
to be harmonious — a. far cry from 
what came to be known in refugee cir- 
clesas the Kamput wars 18 months ago 
when a bitter controversy arose over 
the high rate of rejections by immigra- 
tion officers who considered many of 
the, Cambodians economic migrants, 
rather than refugees fleeing persecu- 
tion. The majority of the protagonists 
from that period have now been moved 
elsewhere, and with the INS operating 
under somewhat relaxed guidelines it 
is estimated about 80% of those re- 
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Wolf Creek Generating Station, near Burlington, 
Kansas. Though almost at the centre of the 
United States, many people will tell you that 

it's Incredibly Swiss. 


For Financing - 
Credit Suisse. 

Electrical energy needs are 
changing dramatically in Wichita 
and Southeast Kansas. To keep 
up with these changes, Kansas 
Gas and Electric needed new 
power stations. Like many other 
American firms, it came to Credit 
Suisse, the noted Swiss big bank. 

After all, our 125 years 
of financing experience go back 
to the funding of the Swiss rail- 
roads in 1856. And today we 
help companies all over the world 
with innovative financing 
methods. 

In its Incredibly Swiss way, 
Credit Suisse used its vast syndi- 
cation network to help Kansas 
Gas and Electric raise part of the 
capital it needed and i. sup- 


ported the operation by a letter 
of credit backing the utility’s 





commercial paper. This ingenious 
financial approach helped 
Kansas Gas and Electric to cut 
its short-term borrowing costs 
substantially. 

Efficiency and innovation 
in energy are very American. 
Efficiency and innovation in bank 
ing are the Incredibly Swiss way 
of Credit Suisse. 

Many thousands of satisfied 
Customers from a wide range oj 
countries depend on Credit Suisse 
experience in this and other fields 
Why not you? 
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Credit Suisse. Incredibly Swiss. 


















| problems remembering details 
hich could be. considered trivial 
fter the experiences they have been 
through. . 












ing gun or a party card;" explained an 
fficial involved. in the programme. 






| viewing officers do not take their re- 
sponsibility lightly.” 

Critics claim that many of those re- 
sed resettlement so far were turned 









ouge connections, but. be- 





) tbe, nanen n Thai p province 
khon Phanom v was ‘opened for re- 


humane deterrence policy, it did not 
e long for the effect to be noticed. 
| the 40-50 new lowland Lao ar- 
| a month then, the figure has 
bed steadily to about 800 or more 
ay — the same level as in 1981. 
1ited Nations High Commissioner 
efugees statistics show a total of 
new arrivals for the whole of 
4,571 for 1983 and a disturbing 
) by end- July 1984 — though with 
ong river in flood over the next 
months it is too early to determine 
r the 10,000 mark will be 
ched by the year's end. 
nited States officials say so far 
y have been processing only long- 
iding inhabitants of the camp and 
hat no effort has been made to begin 
terviewing the new flood of refugees. 
jut they agree that the re-opening of 
a Pho has created a pull factor — a 
'ell-worn phrase once used to explain 
1 continuing exodus of Vietnamese 
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“We are never going to find a smok- 


i "It's a judgment. thing, and the inter- 


down n Xt because of any evidence of 

























































in accepting. people whose | 


se who fled because of a |. 
| meet the ceilit g. 


£ age | 
- The United. Nations High € Commis 
sioner for Refugees has remained on 
the sidelines, largely becáuseit has had 
difficulty getting to grips with the 


| problem and also because it is not in a 
-position to dictate to resettlement 


countries. "What we are concerned 
about is that the procedures «are 
applied in a fair and equitable way," a 
well-placed source told the REVIEW. 
"We don't have great evidence that the 
criteria are not being applied fairly, 
but the emotion is such that we worry 
about it.” 

For a good many Cambodians at 


Khao I-Dang, itis. clear that the end of 


the line is near. and that rejection at 
this point. will mean they will have to 


join the 240,000 Cambodians now living 
-| m settlements. along the border under 


Democratic Kampuchea control. 


ine. Western dese ttienien! officer put 


: "We are now taking economic mig- 


d rants and, unless someone changes the 
| Tules again, we still have 3 million 
more than two years of. a. CAE 7 







more Lao to go.” At present, only the 
Ubon Ratchathani and neighbouring 
Mukdahari provincial administrations 
have à policy not only of refusing entry 
to refugees, but of sending them back if 
they do come. On other stretches of the 
river border, Thai authorities appear 
to be much more lenient in the same 
arbitrary fashion. 

The US refugee programme this year 
will attain its intake ceiling — 50,000 
for Southeast Asia, including about 
30,000 from Thailand — for the first 
time in three years, which probably 
means the ceiling to be set for the next 
fiscal year, beginning on 1 October, 
will be roughly the same. In 1981-82 
and 1982-83, the ceiling was dropped 
10-20,000 each time to take into ac- 
count the slower rate of resettlement, 
something which may have pleased 
some people but which alarmed Thai 
authorities. 


Ithough more and more people in 

the P5 (those with only distant rela- 
tives in the US) and even the lowest P6 
(virtually anyone) categories are being 
accepted, senior officials deny, their 
only interest is numbers simply to pre- 
serve the current ceiling. "What we are 
looking for is to move as expeditiously 
tothe US as we can those who are enti- 
tled to go," one said. "We don't want to 
send economic migra ants and weare Doc 










n pte 
was opened for resettlement process- 
ing — represented fully 94% of those 


cin dios d m on the: Lao re- 


ad tos the camp | since ^t 





interviewed. The Americans do not 
keep a statistical breakdown on 
categories, but one well-placed source 
contends that if normal standards had 
been applied, only 42%% of that number 
would have been accepted as bona-fide 
refugees. So far the US and other 
Western countries have accepted 
10,700 Na Pho refugees for resettle- 
ment, with another 3,840 under con- 
sideration, out of an. original camp 
population “of 17,460. But the new 
exodus, which got into full stride in the 
early months of this year, has been 
such that the current population is 
now in the region.of 25,000. 

A significant proportion of the new 
arrivals are young men in the 16-22 age 
group who crossed the Mekong to es- 
cape military conscription or induc- 
tion into forced-labour gangs on state 
farms. P6-class refugees who entered 
Thailand after Mareh 1982 have not 
been considered for resettlement by 
the US, but refugee sources say most 
are likely to fall into the P5 category 
because of the intra-family relation- 
ships which exist among the large 
number of lowland Lao already settled 
inthe US. >- | 

Most concern centres on the esti- 
mated 20,000 Lao, many of them 
former members of the old govern- 
ment, who are either political prison- 
ers or are confined in internal exile in 


the mountainous northern region of 


the country. It is estimated that only 
one in 10 Lao refugees are fleeing to 
Thailand. because of well-founded 
fears of persecution, some of them 
risking summary execution to escape 
from “re-education” camps in Vieng 
Sai and Phong Savan on the Plain of 
Jars, and around Attopeu in the far 
south. Political prisoners in. Laos are 
said to number about 5-10,000, many 
of whom have been in confinement for 
nine years now, surviving on poor food 
and often having to do hard labour in 
leg-irons. 

There has been no serious move so 
far to interest the Lao Government in 
the sort of highly successful orderly 
departure programme worked out 
with the Vietnamese authorities. But if 
the experience with -Hanoi is any 
guide, the introduction of such a pro- 
gramme provides no guarantees that 
the Lao will agree to include political 
prisoners in the pipeline as well. Vol- 


untary repatriation has come to a halt, 


and while some. Western officials are 
sharply critical of the UN for not ap- 
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If you're planning to do business in Germany, 
you should look for a bank that understands 
a bit more than just German business. 


You need an international bank that's at 
home in Germany. A bank that can not only 
help you with the complexities of the German 
market, its laws and regulations, but can also 
appreciate the implications for your interna- 
tional business. A bank that's large enough 
to offer you all the financial services you 
need, yet flexible enough to produce detailed 


solutions to specific national problems. 
We are Germany's second largest bank, with 
1,000 domestic branches, and over eighty 
offices worldwide. After being in international 
business for more than a century we work for 
about 100,000 companies. We can offer you 
a profound knowledge of German business 
- and a bit more. 
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One of the leading banks in the world. 

Dresdner Bank AG 

Head Office: Frankfurt/Main, Fed. Rep. of Germany. 
In Asia: Hana Kong. Singapore, Tokyo Jakarta. Osa 





3. Beijing, 


. Hong Kong 








lock to America. 


.... The 'tsuru' is the sacred crane of Japan. A sign of good 
_ fortune and happiness, it is also the symbol of our airline. 

Today, Japan Air Lines operates the world's largest 
fleet of B747’s. We are also the largest DC-10-40 operator. 
With fleets of such size we can provide the most extensive 
and thorough service. JAL flies to 55 cities in 33 countries. 

We offer the most comprehensive Trans-Pacific 

schedule out of Tokyo with over 60 B747 flights every 

| | mc week to 7 major U.S. cities - 





. Seoul . 
-Pusan 
. Manil 









and Vancouver. 
A daily Executive 
1 NewYork Express non-stop to New 
Jakarta | m E9 York that arrives at 11.30 
ue a.m. the same day. - 
O C | . JAL operates a complete _ 
system of connecting flights to Tokyo. — | E 
On the world's number one IATA airline' you'll. — | 
experience the warmest hospitality, and gracious service, 
as much a pleasure to give as it is to receive. B 
So you can flock to America with JAL. 


Bangkok 
Singapore - 





It's always a pleasure. 








JADAN AIR LINES 


* Source: International Air Transport Association 








Imagine the thrill of an open freeway. Or an occasional 
Alpine road to make your heart beat faster with joy. 

Imagine gliding through heavy city traffic and slotting 
into a minute parking spot. 

Imagine a luxury sedan with all the power, road holding 
and cornering ability you want. 

Imagine the looks you'd get. 


VOLVO 
VOLVO 760 GLE — BUILT ON TRADITIONS YOU CAN TRUST 


760 GLE (2.8 litre, V-6 petrol, 156 hp DIN/115 kW DIN). Specifications moy differ from market to market. For further information, please confoct: 
BRUNEI: United Motors Sdn Bhd, Bandar Seri Begawan, HONG KONG: Cimbrio Motors Ltd, INDONESIA: Pt Central Sole Agency, Jakarto, JAPAN: Teijin Volvo Corporation, 
Tokyo, MALAYSIA: Federal Auto Holdings Berhod, Kuala Lumpur, SINGAPORE: SM Motors Pte Lid. TAIWAN: Cannon Torwan Limited, Toipei, 
THAILAND: Swedish Motors Corporation Ltd, Bangkok For personal export, pleose contact your nearest Volvo Dealer or Volvo Tourist & Diplomat Soles. 
5-405 08 Goteborg, Sweden 
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One call to Babcock & Wilcox | | canengine 












ivisional energy services 


"company that can get to the hi 
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employees and service operations . Formorethana century weve been 
worldwide, a team of B&W experts a world leader in industrial and utility 

to work with you iue Steam generation. And in this world, 
Whethe / noother company can supply B&W's 
instrumentation and controls, tubing, technological expertise and total - 
. pressure parts, sootblowers or Scope services. 
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"Melbourne and Sydney 
now share a certain style. 
A Regent." 


Sydney and Melbourne have never 
seemed so close. 

For now, each city boasts a Regent. 
And each of these hotels reflects a 
style and elegance only found in 
the other. 

The Regent of Melbourne and 
The Regent of Sydney. Hotels for 
the international traveller accus- 
tomed to, and finding once again, 


perfection. 
he 


RE ALA 


| MELBOURNE C sypney 
| AREGENT*INTERNATIONAL HOTEL 
1i ALBUQUERQUE. AUCKLAND. CHICAGO. FHI. HONG KONG, 


_ KUALA LUMPUR. LONDON, MANILA. MELBOURNE. 
(NEW YORK. PUERTO RICO. SYDNEY. WASHINGTON D.C. 


SYDNEY 238-0000, TELEX 73023; MELBOURNE 630321, TELEX 37724; HONG KONG 3-663361; 
SINGAPORE 7373555; TOKYO 03-211-4541 OR SEE YOUR TRAVEL AGENT. 





















its first hint of autumnal chills’ and 
showers after y other uncharac- 
teristically hot, brig , summer. But 
the flamingoes on the lake in Green 





Park did not look out of place and the | 


Palace of Westminster, newly 
cleaned, positively glowed. And yet 
this Traveller's spirits. sagged; the 


six-month-old miners’ strike con- | 


tinued to dominate the front and 


editorial pages of the newspapers and | 


the TV news bulletins, just asit domi- 
nated the tired 1920-style rhetoric of 
the delegates to the Trades Union 
Congress. 

The British Left regularly: accuses 
the media of a pro-Tory;anti-Labour 
bias, but I could see little evidence of 
this: though the strike is unpopular 
among the population at large, 


though the National - Union of | 


Mineworkers launched. it without 
polling its members, though most 
generous compensat 
fered to (and in. 
by) those made 
Im. closure 








ases accepted 
dant by the 









ve p Meum 


Boar 






ars ‘gufferinpe et miners’ families, 


who swore to fight on to the end de- 
spite the sacrifices entailed: thé loss 
of an average of £4;000 (US$5,250) 
per family had forced many of them 
to cancel their holidavs in Spain 
while some had even had to give up 
their cars, TV sets and video record- 
ers. 

The strike is being observed with 
great interest by Britain's fellow 
members of the European Communi- 
ty, commentaries in the French, Ger- 
man and Italian newspapers making 
it clear that the Europeans regard it 
as a litmus test of Prime Minister 
Margaret Thatcher's government, of 
the power of the Left over the Labour 
Party and of the future of the British 
economy. While any sensible person 
wants a settlement, if the current 


| peace talks involve any major conces- - 
| sions by the coal board, Europe will | 
draw its own conclusions. 

Other news -— the United States | 


election campaign, nuclear disarma- 





experienced 


: RECENTLY I quoted with ap- 


| sense on family planning by the Duke 


Foreign and Commonwealth Office, 


| the way in which the Government are 


has been of- | 


onomic pits | further and further towards 
i have opted to | 
| friend aware that the more we try to 
B demands which are unwise, the 
| more we shall cause the opposition in 
*| China to prejudice the possibility of 
| China” becoming capitalist and the 
5 (|^ ssibility of it becoming quite 
reasonable for Hongkong to join 
rm aene i q7” 
d Aor Mi | 









- | James Bartholomew comments, one 


on the. “opposition” within China. 
without knowing that Deng. 
. China's president. Per haps: the noble 
| duke would not have dropped such a 





; | MARGE MITCHELL deft} AND JOAN SEDGWICK 


ment, Ane failing £P of Eo Presi- 






















"spring. 1984 Canton | Trade E 
perfumed prose: | 








Marshal Ni )garkov 
course, the future of ‘Hongkong 
seemed remote and mar inal. 
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| PLEASE TRY OUT "UNI | 
| VERSAL" BRAND STINK- | 
|ING SMELL DISPELLING | 
| 
i 







proval some blunt words of good 


aaa aa aiaa; 





DETERGENT 


4m, our life nobody doesn't 
dislike «stinking smell, Not only | 
does itthquble one's studies, work | 
and rest, but, also makes one loath | 
for food. Wh, i is more, it makes: 
one throw up, à Samages Ones di | 
gestion and nerves nd erndangers | 
4 
1 





of Norfolk (TRAVELLER'S TALES, 12 
July), His Grace has since given a less 
happy performance in the House of 
Lords; when he questioned Baroness | 
Young, minister of state at ‘the 


Rene pore enit 
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about the Sino-British negotiations 
on the future of Hongkong. His re- 
marks are worth quoting in full: 

“My Lords, is my noble friend 
aware that many of us on this side of 
the House are very confident about 


one's health. i£ jer f in short d ; 
of human's arch enemy. To in 


Everybody is disqusted-w wath the 






stinking smell and tries dn "une | AUS 
hundred and one ways todo guy l s 
with it. Aes 
The Guangzhou Yixiang: pus 
Chemical Enterprise fries in he 
way you are, and has succeeded | P 
in discovering a wonderful powder | 
~ “Universal” Brand Stinking Smelt | 
Dispelling Detergent. One thing to | 
say about this detergent is th | 







————————M 


negotiating these matters, and that 
above all we do not wish to see the 
mind of President Deng Xiaoping 
prejudiced, because, at this particu- 
lar moment, China is moving towards 
capitalism? Indeed, it has opened up 
the free markets and is moving 


















and you get | results. uon: 
effectively dispel a the stinking! 
smells engendered by organisms, Í 
such as human and animal excreta, 
garbage end dirt sand corrupte 
animals or plants. it is algo eff | 
| ective in dispelling the unpleasant 
| smells from slaughter houses, opera- | 
tion rooms, Séwages, etc. it ig cer- 
| tainly not too much to say that, 
wherever our detergent makes its) 
way, all the stinkirig smells instant | 
iy disappear, the air becomes fresh, | 
| and bacteria and diseases find ud 
| way to disseminate themselves, | 
| Free from harm and any side | 
| effects, Gur product, safe and. easy | 
| to use, can in fact promote the | 
j* growth of crops. 
Í 
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capitalism. Moreover, is my noble 
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As REVIEW London correspondent 










vely terrified’ by the prospect 
ish policy being in the least bit 
ed by someone who presumes 
ient on the negotiations and 






Indeed, — "Universal" Brand | 
Stinking smell Dispelling Detergent | 


is your good friend in life. 
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€ ACCORDING to reader Patrick. 
Powers, this may be the most accu 
rately and Ea di y titled 
Chinese lange uage guide y ve 





os nat 







clanger if there were.a Debretts 
listing China's. modern  aristo- 
cracy, 
€ I DO not find items on Chinese 
menus described bluntly as “cow in- 
testine” or “fish maw” particularly 
appetising — but I do.not think the 
authors of a new cookbook featured 
in a recent edition of the China Post, 
spotted by Phillip Bangsberg, had 
such ingredients in mind: 












~ Authors of the new cookbook "Soup Bowl West,” 
i 
wd west " soup 
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E Ehrlich found die keting 
a brochure for the 





























Ted Morello in New York. 
Phe Antarctica dispute Jand the 
“E Middle East conflict, both seem- 
‘ingly as remote politically as they are 
geographically from Southeast Asia, 
-threaten to land in Asean’s lap as par- 
ticularly tricky challenges during the 
"forthcoming United Nations General 
, Assembly session. 
< Each, for different reasons, will have 
-a bearing on the voting on issues more 
directly related to East Asia and the 
Pacific. Among some 140 items on the 
enda of the 39th assembly session, 
hich opens on 18 September and runs 
ntil shortly before Christmas, are 
h holdovers as Cambodia, Af- 
inistan, the Indian Ocean zone of 
ace, East Timor, the contested elec- 
n of. an Asian security council 
mber and a grandiose Soviet-bloc 
osal for , peacey stability and co- 
pe orig Southeast Asia." 
[ is on most of the regional is- 
) ikely to be glacial, when there 
any movement at all. One of the few 
¿ceptions is the agenda item under 
ich Brunei will be admitted, proba- 
by acclamation, as the UN’s 159th 
fledged member. 
s year, there is an additional 
son to expect the general assembly 
irk time. As happens every four 
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e American presidential election 
„November. Until the 
më is known. few 
ove nments are likely to 
ike anv commitments 
“any. issue which they 
v later be able to avoid. 














8 th at poen 
Reagan is unbeat- 
pcan aa cer- 









d prop for fe ře- a tion.” 





lueca as the 39th session 





s president. 


an delegations to b tfe UN. are uf 
nrelated to their interests in exchange for others' votes 


. the assembly will be hamstrung 


| president i in memory. m he e as i. 





dë pressure to vote on issues 


Shortly after that, Asean and think- 
alike delegations may be faced with a 
wrenching decision on a Middle East 
issue: an Arab challenge of Israel's cre- 
dentials. Asean diplomats say they fear 
that Libya, Syria or one of the other 
more extreme Arab governments will 
demand a:vote aimed at denying Israel 
the right to sitin the general assembly. 

While the Asean countries general- 
ly have no inclination to oust Israel. 
they face the loss of Arab votes. on 
issues of immediate concern to them 




















































unless they support 
—— oratleast abstain 
on = a credentials 
challenge. The di- 
lemma is most pain- 
ful. to Indonesia, 
Malaysia and 
Brunei, where Mus- 
lim: influence is 
dominant. 

The earliest repercussion could be a 
weakening of the position of the 
Democratic Kampuchea coalition, 
headed by Prince Norodom Sihanouk. 
There is a possibility that Vietnam and 
its friends in the assembly's creden- 
tials committee will question the coali- 
tion's bona fides. The Moscow-Hanoi 
axis has not formally challenged the 
coalition's credentials since the 1982 


assembly session. However, diplomats | 
eiie out et at the recent d Pons 





Vietnamese allies to try for a “formal - 
move against Democratic Kam- 
puchea's delegation. 

The Asean member delegations face 
much the same dilemma with regard to. 
fhe Antarctica issue (REVIEW, 3 Nov. 
'83) Here the fear is that some anti- 
apartheid African states will force a 
showdown on South Africa's member- 
ship of the exclusive "Antarctica 
Club," which came under fire from 
heritage-of-mankind advocates at last 
year's general assembly session. Ma- 
laysia had initiated the move against 
the club, but did not singleout Pretoria 
for criticism. 

Last year, some African delegations 
called for Pretoria's s ousting from the 





club but did. not introduce a formal 
motion to support the demand. But this 
year there are reports that some Afri- 
can governments will push for such ac-- 
tion. And like the Arabs on Israel, they 
are making clear that their votes on 
other issues will be conditional on the 
balloting on their motion. 

Besides the Cambodia-credentials 
question, two other Asia-related items: 
could be affected by an unfavourable 
voting shift by either the Arabs or the. 
Africans. Sponsors of the assembly re- 
solutions calling for the withdrawal of 
Vietnamese troops from Cambodia ànd ; 
Soviet. forces. from Afghanistan con- 
cede that they have reachéd the peak of. 
their voting strength. And while there 
is no prospect of the assembly rever- 
sing its position on the two issues, it. | 
would be psychologically damaging ifc 
balloting this year were to Snow m. 
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Australia's 


world bank. 


























\sk Westpac about foreign r f excess of A$34 billion. 
i ug o or ast We're Australia's world 
or profitable business bank, with offices in 20 


oday, information about forex countries constantly 
noney is every bit as " monitoring economic trends, 
mportant as money itself. action. market movements and 
This is particularly true currency fluctuations, which 
f the rapidly changing foreign ee ÁN means Westpac is well placed 
‘xchange market. i to help you if you are investing 
or the chief executive or in the Western Pacific, Australia 
'ompany treasurer, the right or New Zealand. 
trategic advice can be as If it’s anything to do 
ritical as his company's with foreign exchange. 
otal effort to produce | : Ss Ring Westpac today. We 
ind market its products. ph qp e] Do tty À want to be your bank 


At Westpac we've | ama E v for foreign exchange. 
ut together top teams | ! Asian Division 
n the key foreign Forex Dealing Centres: 
xchange trading centres Hong Kong, Robert 3 
n EE ae and Singapore. So get in touch with our Toone 213 236/8; Singapore, Hugh : 
e will give you ‘forex information bank’ - Hipkin 223 2147/8; E 
:onsistently valuable adviceon Westpac’s professional foreign Representative offices $ 
oreign exchange dealing. exchange network. throughout Asia: Tokyo, John E 
We can tailor a foreign À team that calls on Salamonsen {03} 501 4101/4; 1 
xchange service to suit your experience and today's Manila, John Lewis (02) 815 8291; 1 
:ompany's needs, whetheritbe technology, including advanced Jakarta, Paul Milton 353 758; j 
n the hedging market, spot, or satellite communications which ^ Beijing, Geoff Tredinnick 595 261 
orwardexchange,Eurocurrency link our offices in the world's Ext 100; Seoul, Graeme Stewart 
unding, funds management major financial centres. 3131145/ 6. 
advice, foreign currency Westpac is Australia's 


lenominated accounts, or on oldest, largest and most Ve sC Dp a c 


working the international money experienced banking and financial : 
market. services group, with assets in Australias world bank. 
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o means certain, the diplomatic bet- 
favours Bangkok for election to.a 
wo-year term. Neither Thailand x Or | 
Mongolia has ever served on the pecu- | 
y council. | 
¿There is also a chance that Kores 
ill be back on the assembly's active |. 
list. The issue was raised.obliquely last | 
ear in the wake of the North Korean 
| 
| 
| 





proving to bea truly Orwellian year.. 
The Malaysians’ right to know what is 

going on in the country and outside has 
been curbed even more than it already 
was under the new Printing. Presses 
and Publications Act (PPPA). - 


errorist bombing; in Rangoon, in 
which several South Korean Govern- 
ment officials;were killed. Last year 
eoul did not push for a full- scale de= 
‘bate becazise the Burmese delegation 
argued that the issue should be played | 
down during the Rangoon trial of the 
ecused North Korean terrorists. But | 
j0w that the trial is over and blame has 
en fixed on Pyongyang for the 
bing, South Korea may revive the 


“fairs Kassim Ahmad explained the 
legislation, he said in all seriousness: 
“People will know right away what 
they can read and what they cannot. 
The people must be vigilant and dis- 

card publications which do not accord 

with the government’s vision.” Among 
other things, the act empowers the 
government to ban imported, printed 
or audio materiai, and | to convict any- 


sue. 
As for East Timor, it appears that the 
im. will be shelved again this year as 
was at the last session. Similarly, lit- [or 
more than token debate is expected P. 
Sri Lanka's years-long effort to | 
venea conference to declare the In-. 
1 Ocean a zone of peace. The same is: 
ae of a holdover agenda item calling. 
r establishing ‘a nuclear-weapons 
e zone in South Asia. 



























| T ennt permit, and allo s polic to 
‘| search. premises without a warrant. 
| The act makes a mockery, of he jeur-. 
 nalist's profession: | 
.— But that is not. ‘all’: 
i months before the PPPA 









Easte Economic Review is ud " T 
rr b anyone S suekin c da ied informa- 


] tion. Ifthe official fails te do-so, and is = 
t convieted, he. faces. a mene five-year j 

;| jail term. T 

© The OSA définies, as. "secret " any in- 

2 formation entrusted to an official in 
be sent to: you IN assoon: f | confidence by another official. or ob- 
s it becomes available. A vital research: | 
tool, the Review index will save hours of | 
needless searching for information. | 

ORDER YOURS: TODAY! . Only 

:HK$175 (US$25) for 4 quarterly issues. | 
< dust complete the coupon below and 
send with your payment. | 
| 
| 
i 











tained by virtue of.a position: in the- 
publie service. The act intimidates 
journalists. Most information usually 
comes off-the-record from sources 
choosing to remain anonymous — all 
the more so with political reporting. 
Now, with the new act, an official will 
be reluctant to meet journalists, let 
alone exchange information with 
them. Merely associating with jour- 
nalists will cause SUSpICIR when there 
are leaks. | 
Under the new OSA, anyone 'as- 
sociating with a "foreign agent" is li- 
able to prosecution — whether infor- 
mation is passed on or not. Since no 
foreign agent is ever silly enough to 
identify himself, ls act Mou 
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The Circulation: Department, 

‘Far Eastern Economic Review, 
E: PO Box 160, Hongkong. be 
Please . send my: order for: ‘ihe. Far Eastern d 
Economic Review QUARTERLY - INDEX, f én- | | 
close HKS 175 (or its equivalent in local currency) 


















| apo civic-minded Malaysians, 19841 is | 


When Deputy Minister of Home Af- | 


———————— —— QR on Ramen cen rman a 


! ministers, 





safe, mixing only with those M cd 
who, as à minister has defined it, " 
im accord with the government's p 
sion." 

These restrictive laws controlling 
the Malaysian society or press are so 


j sweeping in nature that even Malay- 
sians, reconciled to severe laws to pre- 


vent racial extremism or communism, 
are now chagrined. Who would not be 
upset when the PPPA gives “au- 
thorised officers" the right to prohibit 
the printing, importation and distribu- 
tion of undesirable publications? And 
how do you define an undesirable pub- 
lication? 

According to the act, undesirable 


can be anything found to be “prejudi- 
- | cial or likely to be prejudicial to public 
order, morality, security, and to public 
and national interest." With no speci- 


criteria nor an appointed commit- 
' consisting of people from various 
lds to evaluate publications or listen 


| to appeals, the decision to ban or not to 
| ban rests solely on the. whims and 


oubts of government officers. What 
about mistakes and costly damages 
zhen publications are seized? It would 





be just bad luck — one of those things. 

| “We will instruct the senior authorised 

| officers to be very careful;" the minis- 
ter said. 


he Boon for journalists is not 
that the Malaysian Government 
is” authoritarian,- undemocratic and 
seemingly unaccountable to the peo- 


| ple. There areother, far worse regimes: 
missing newspapers "are one thing: 
| missing persons, as in Latin America, 


are another. The real tragedy, how- 


ever, is that most of the Malaysian 


press will tamely accept its fate. The 


die was cast years ago with legislation 


requiring annual printing permits. The 
Internal Security Act (ISA) — which 
allows indefinite. detention without 
trial — hangs over newspaper editors. 
Those detained under the ISA include 
. Opposition. leaders, stu- 
dents, workers, unionists, academics 
and even a deputy chief editor of a na- 


é The frustra. tien for journalis ts 


is not that the Malaysian. 
Governm nt i a uthoritarian, 



















tional newspaper: - sah have passed | 
through the gates of Kamunting -— the : 


primary detention centre. 

All of these are good reasons — and 
fearful ones, too — why the Malaysian 
press chooses discretion over valour; but 
they do not fully explain the situation. 
Similar oppressive conditions exist in 
other countries, but they do not always 
succeed in silencing newspapers. Ma- 
laysian journalists have to look at 
themselves first. They should truth- 
fully ask whether they have ever really 
fought for the right to write. They should 
search their consciences and ask why 
they self-censor their own reporting. 
They should consider 
why many of them only 
reach out for the minis- 
ter's press release. 

-But for many these 
questions are too 
bothersome. They re- 
kindle dim memories 
of idealistic state- 
ments in school classes 
years ago about the 
dignity of the journal- 
istic profession. Of 
course, when one 
covers the daily beat, 
when stories have to be 
followed up and when 
deadlines have to be 
met, one has neither 
time nor energy to 
ponder the fate of the 
profession. After all, 


bonuses and overtime charges must be 
claimed, and there are spouses' and 


children's needs to meet. Journalists 
are not a separate breed of. people, 
however much some claim tobe ` 

y And. there is much to console Malay- 
sian journalists. One can always use 
the standard joke: " After all, it? 8. still 
not as bad as in Singapore.’ 








This reluctance to rock thé beat. is 


understandable: journalists believe — 
as do their fellow citizens in develop- 
ing Malaysia — in the government's 
promise of an ever-expanding econo- 
mic pie. The belief is so strong that it 
even clouds the critical faculties of ex- 
perienced reporters. If one considers 
the average journalist's scepticism, 
thisis quite remarkable. 

With its rich natural resources and 
small population, Malaysia has been 
very fortunate: government subsidies, 
high-value export comniodities and a 
relatively better developed. economic 
infrastructure have given us a show- 
case with a high credit standing inter- 
nationally and high skycrapers inter- 
nes 
5; But who will report that this success 
may not last? Who will say that oil re- 
serves will eventually run out? And 
who is to say that inequality between 
the few ri ch. and the masses of the poor 


has wii ver the. decade? These 
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press in a developing country; The 


tackle, de the ace tdebate a 
a new international information order 
seem utterly irrelevant. 
At stake ultimately is the role of the 


Western-dominated international 
press wants its freedom — à freedom 
tied to its other desire, to maintain an 
economic stranglehold on the: news 
market. The new information order 
should have the same effect. on foreign 
newsagencies as the tariff barriers 
that have forced foreign companies to 
invest in host countries; but it. is also 

` part of the developing 
I3 world's desire to par- 
Hu 4 os n 

zy ticipate in the struggle 
|= for the opinions of its 
£ people. 
d 


ny  conscientious 
i Third World jour- 
nalist, however, will 


| agree that most of the 
elite implementing the 
new information order 
are interested in less, 
rather than. more, in- 
formation, The elite 
want acquiescence, 
not participation. 
Many. 
newspaper s — inelud- 
ing some in Malaysia 
are involved in 
“turn-off” journalism, 


+ imwiet 


constitutional crisis. 

The problem arose when. the gover n- 
ment tried to curb the role of the 
monarchy through amendments to 
their constitutional position — a sensi- 


aristocracy have the same political 
base in the Malay population. The Ma- 
laysian press, therefore; was duly 
"turned off": for weeks there was no 
public discussion about the amend- 
ments — not a squeak. 

But royalty fought back, the ruling 
party failed to get its way: a stalemate. 


And when delicate behind-the-scenes 


negotiations collapsed the press was 
"turned on." It was time to bring the 
people into the issue: mass rallies in all 
state capitals; full coverage. Articles 
and editorials appeared, recalling the 
nationalist struggle against the colo- 
nial power and the people's aspirations 
for democracy. 

Ed way to descr ibe this process 
sponsored journalism": that is, a 
new pipers s bravery is proportionate 









Third World | 


illustrated” in Malaysia by the recent |. 


tive issue as the ruling party and the |1 


to support from its political sponsor.A | f 
newspaper daring to carry critieal ar- | 
ticles was said to be writing “subver- - 
sive journalism” by the information | 
minister — even bou e the eritionl ə ar- | 


way when explaining why he becar 


| written 'Grnate or mereiv des 











nence the articles mi ight: W 
stopped. 

What do all liess con ditions 
for journalists? George Orwell, 
man who did some of the best y 
réporting of this century, pui ate 























































writer: "In a peaceful age Im 
books and: "might have remained 
most unaware of my political 1o 
ties." And he added:-^As it is Lh 
been forced intó becoming a sort o 
pamphleteer.^ "fa 
Orwell said it was imper ialismin at 
its power and pain that forced him. 
take a stand; political writing was n 
something he liked but he was.det 
mined to makeit into an art. “The: 
to reconcile my ingrained li] 
dislikes with the essentially p 
non-individual activities that t 
forces on all of us." E 
Orwell wrote mo an age when deir 





Stalinism: "odas 
cades later — the NORD ing 
Third World countries are 
ingly similar. For concerned 
sian journalists, the time is p 
coming when they may have 

don ornate reporting and do w 
well did: become ` Papue ST 


Nelson is an attractive Soutt 
Island city with a very pled n 
climate. Nelson College is the 
oldest state school in New. 
Zealand and maintains high 
academic standards. 


Boarding places are available 
at both Nelson College and 
Nelson College for Girls. 





Brochures and information ot 
. eligibility can be obtained from. 
N.Z. High Commissions or Em 
. bassies. Further information i: 
available from the Secretary 
P.O. Box 444, Nelson, Ne 
Zealand; telephone intern 
tional. 3 +640 95: . 811589. 









































By Bunny Suraiya in Calcutía 


Phe cultural cauldron of Calcutta is 
~bubbling more frantically than 
sual/now as Bengaljy writers rush to 
omplete their seasonal offerings for 
the Durga Pujaefestival, which this 
year will be celebrated i in the first week 
of October. . 

The celebrations, commemorating 
thetriumph of the Goddess Durga over 
the forces of darkness, are marked by 
massive shopping sprees of similar 
cale to those preceding Christmas in 
e West or the end of Ramadan in 




















| assion:6f: the Bengali bhad- 
(re spectable folk) for the printed 
has created and sustained a uni- 
iterary phenomenon —- known as 
Pu number — which, according to 
informed estimate, today con- 
. Rs 10 million (US$660: 000)- 


of some 500.special Puja pub- 
ee ae out by a variety 






| aie enigma inhisown country: a 
raditionalist: an intellectual, but 
not really as liberal; an eccentric 





felt emboldened. pees to lead 





ar-old lecturer and social critic 
Sulak Sivaraksa paid. the conse- 
juences when he was arrested and 
charged with lese majesté, a serious 
riminal charge in. Thailand, which 
‘ould earn him any thing up to 15 years 
n jail. 
| Habitually dréssed in loose- -fitting 
armer’s garb with a cloth bag over his 
houlder and a cane in one hand, Sulak 
ar from being. à revolutionary — 
hough the warrant for his arrest came 
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nis chin. And in early August, 51- - 


to the July round-up of. Com-. 
st, Party of Thailand Ed in 
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ndustry. Readers now have 
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E seized about half the 
inci- = | co overed volumes printed, 
$ ud probably no one in the intellectual | 


of large and small publishing houses 
and newspaper groups. The Puja 
number has come a long way since 
1879 when, according to contemporary 
advertisements, the first such publica- 
tion — a humble, four-page affair — 
made its debut. 

The trend really caught on after the 
Ananda Bazar. Patrika newspaper 
brought out a full-fledged Puja annual 


in 1922. By the 1940s there were about : 


100 such publications with alist of 
contributors and well-wishers reading 
like a Who's Who of Bengali literature: 
Rabindranath Tagore, whose last two 
works featured in Puja specials, Sarat 
Chandra ^ Chatterjee, | Bonophool, 
Bibhuti Bhusan Bandopadhyay, au- 
thor of Pather Panchali, 
Satyajit Ray based ħis film, and a little 
later, Tarashankar, whose three best- 
known titles first appeared in a Puja 
number. Puja specials have become 
considerably bigger — though not bet- 
ter — since those days. | 
Although there are many modest 
publications restricted to neighbour- 
hood. circulation, a prestigious. Puja 


following, it is mostly confined to stu- 
dents and provincial schoolteachers. 
His best-known work translated into 
English is Siam in Crisis, a collection 
of vaguely nationalistic essays on Thai 
culture and politics. 

The lése majesté charge centres on à 
261-page book, Lorkrab Sangkhom 
Thai (Unmasking Thai Society), in ef- 
fect a compilation of interviews which 
include what Thai authorities allege 
are derogatory remarks about the pre- 
sent-day monarchy and another of the 
Chakri dynasty kings. The first chap- 
ter of the book, which deals with Thai 
education in the past, present and fu- 
ture, was published two years ago, but 
two further chapters were added i inthe 


final book form. 


“Although Special Prandi police 
2,000 soft- 
there 






community r now who has. hot read | a 


on which. 


is | 


ET à li erary Christmas stocking con- 
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day (costing about Rs 20) is is 





taining five or six novels ranging from 
25-50,000 words, 10-15 short stories, . 
several essays and articles on popular 

themes and 20 to 30 poems, the pack- 


 agedealillustrated, attractively bound 


and aggressively marketed. 

The average rate of payments has in- 
creased substantially — though it is 
said that Sarat Chandra was once of- 
fered.-a blank cheque by a publisher. 
While Tagore.received Rs 1,000 for a 
story in 1939, even a relatively little- 
known author today can expect Rs 
6,000 fora 30,000-word novel. Writers, 
naturally, deny charges that they are 
overpaid and point out that a number 
of popular singers get considerably 
more for a single performance. Still, 
authors are in an increasingly strong 
position, and Puja publications pro- 
vide a much-needed financial fillip to 
Bengal's numerous full-time or part- 
time writers who, capitalising on the 
sudden spurt in demand, can compen- 
sate for the lean times most of them 
have to face for the rest of the year 


| uthors have been known to produce 
"has many as seven or eight novels 
in a single season, generally but not al- 
ways under different names, and one 
novelist has confessed to ' 'writing with 
both hands" to meet his numerous 
commitments. Ramapada Chaudhuri, 
a well-known novelist and editor, has 
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Sulak: leading with his chin, 





tions seem to find iheir way into all 
corners of Thai society. Investigators 
say Sulak will be prosecuted under Ar- 
ticle 1 12 of the atest cee over an 













Calcutta: at Puja time, definitely the cultural capital. 


described how one writer was bitten by 
a stray dog and had to undergo a 14- 
day course of painful injections but did 
not allow this to deter him from com- 
pleting his promised novel during the 
period of treatment. 

¿A story has it that two well-known 
writers who rivalled each other in out- 
put met just before the Puja. One asked 
how many the other had written. 
"Fifty-six," was the answer, and the 
questioner hurried back to his desk to 
dash off one more contribution to 
catch up with his competitor. 


monarchs for not understanding the 
country and cast doubts on the value of 
oyal. decorations and also the func- 

ns of the Royal Academy. But it is 
mostly the-language itself which, to 
traditional Thai sensibilities, appears 
inappropriate. 

At the same time, however, the In- 
terior Ministry committee which 
handles lese majesté allegations is 
known to feel the volume should also 
be considered in its entirety in the pro- 
secution of the case; ironically, while 
thé committee is made up of officials 
from various branches of the ministry 
and also the intelligence services, there 
is no representative from the Royal 
Household. K 

The case has stirred much interest 
abroad — more perhaps than in Thai- 
land itself. Intellectuals from In- 
‘donesia, Japan, the United States and 
other countries have publicly. voiced 
their support of Sulak. Such groups as 
the International Council of Churches, 
Amnesty International and the Asian 
Students Association have protested 
against the arrest. 

Indeed;.Thai-language newspapers 
have been rather critical of what they 
call "foreign interference" in the case. 
Even some Thai intellectuals feel that 
it is inappropriate for academics to get 
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The speed at which writers have to 
work not infrequently leads to slips of 
the pen: characters inexplicably 
change their names in mid-story, a 
blind person is observed reading a 
paper, and a pregnant women takes 
two years to give birth to a child. Al- 


though critics look askance at such | 


lapses as the inevitable results of a 
mass-produced literature which sac- 
rifices quality for quantity, most read- 
ers take these solecisms in their stride, 
as part of the heady confusion of the 
Puja hustle and bustle. It is recalled 


involved in a criminal case. This reac- 
tion is not surprising in a people as sen- 
sitive to "farang" criticism as the 
Thais. 

But what if he had not been arrested? 
Would the book have been widely 
read? The general feeling appears to be 
it would not, simply because — sincere 
as Sulak may be — he is the sort of 
slightly outrageous person who is tol- 
erated and regarded with affection in 
most societies simply for what he ts. 


Advertisement 
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that even Bibhuti Bhusan once 
wrongly numbered the pages of his 
manuscript, realising his mistake only 
after it had gone to press. However, no 
qne seemed to notice the mix-up and 
thà story was unanimously praised by 
thé critics. 

Puja „specials have often been ac- mig 
cused of being nothing but pot-boilers. | 
Proponents) however, point out that i 
Puja numbérs have helped launch a 
number of critically acclaimed literary | — 
and cinematic works. Mrinal Sen's Ta 
film Khandahar was. based on a Puja 
annual contribution, dnd a Puja story .— 
inspired Ray's Jana Aranya. Ray him- i 
self is a regular writer for Puja spe- mi 
cials, besides helping to edit the > 
periodical Sandesh, which was 
founded by his father. The competitive 
search for original material has also” 7 
helped to bring to light posthumously & | 
number of unpublished works of fa- m] 
mous writers. 

Several Puja novels, though initially 
churned out in a few days, have been ^ 
later enlarged and polished to become 
enduring best-sellers in hardback for- 
mat, such as Shankar's Ekdin Hatath mg 
(Suddenly One Day) which has sold — 
more than 40,000 copies in book form. 
The hope of hitting such a jackpot con- 
tinues to make the Puja special the i 
Bengali writer's favourite number — i 
blind readers, protracted pregnancies — 
and assorted anomalies notwithstand- 4 
ing. U 3 


As well-known architect and politi- 
cal commentator Sumet Jumsai wrote 3 
in a recent column: “Now that Une — 
masking Thai Society has been as- 
signed to the bonfire, I am afraid it will 
become literature [which it clearly is 
not] and because of the publicity given 
to it by the Police Department, instead 
of it being read in a small circle of dis- 
ciples — and the author has only 8 
small circle of disciples — it will now 
be read by many.” oO 
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freight and U.S. customs service from Honolulu and New York. | 


Export Service 
350 Ward Ave., Suite 106-45, 
Honolulu, HI 96814 U.S.A. 


Telex 7238515 Attention: Exportser RCAHUHR. 
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By lan Buruma in Peking 


:: ens quest for something to read in 
— M closed societies such as China can 
— lead bookish types into some strange 
_ places. It is common to see lovers of the 
- printed word sifting through piles of 
paper rubbish in junk shops. Not that 
‘there are no book shops in China: there 
are plenty, though their stock is li- 
- mited to safe classics and socialist 
— works. 
_ What the garbage-sifters are looking 
—for is not subversive texts, however. 
_ The search is for precious old books 
from pre-revolutionary times — the 
_ few remnants of entire libraries which 
"disappeared into China's pulp fac- 
_ tories. So much has been discarded and 
- destroyed in the past 30 years that the 
_ Chinese are now literally picking up 
- the pieces of their past. 
— The picking is often done in the most 
- unexpected places — and is not limited 
to books. Bronze vessels from the 
— Shang period, for instance, have been 
d found in mountains of scrap metal just 
f before being melted down in foundries. 
E 
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oe fi 
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Old Tibetan Buddha images. looted 
_ during the Cultural Revolution, turned 
= up in the yard of a Shanghai copper 
_ factory. A priceless Ming painting was 
discovered in the attic of a peasant in 
Zhejiang, who had used the scroll to 

— keep the dust off his mosquito-net. 
x Unfortunately, these finds, now on 
- display in a fascinating exhibition at 
- the History Museum in Peking, are 
—— rare. According to Liu Dongrui, the or- 
ganiser of the show, “precious objects 
are like fish in a river: you pull out a 
few, but the rest swim on." In other 
words, Shang bronzes, Yuan or Sung 
dynasty coins and rare Han dynasty 
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Chinese archaeologists at Xian: lectures are held to educate workers. 









- Todays scrapheaps yield 
- yesterdays treasures | 


drinking vessels are still being melted 
down every day. Liu estimates that 
during the 1950s at least a third of all 
melted metals were historical objects 
of one kind or another. 

Although the wholesale destruction 
of the Chinese heritage reached its hys- 
terical peak during the Cultural Revo- 
lution, the lack of concern for physical 
manifestations of the past is not simply 
a matter of contemporary politics. Cer- 
tainly the iconoclastic idea that the 
symbols of the old world must be 
smashed to build a new one is both uni- 
versal — Oliver Cromwell did it in Bri- 
tain, for example — and traditionally 
Chinese. Chinese cities were never 
built for permanence and frequently 
were torn down to be rebuilt elsewhere. 
Thus, the destruction of Peking's 
walls, for example, may be more 
shocking to Western aesthetic sen- 
sibilities than to the Chinese them- 
selves. 


T indifference of Chinese to the 
decay of historical buildings has been 
pointed out by many Western travel- 
lers in the past. Objects, however, are 
different and the common spectacle 
during the Cultural Revolution of peo- 
ple smashing: priceless family heir- 
looms to show their proper revolution- 
ary spirit was, one hopes, a true aber- 
ration. (At the same time, top leaders, 
such as Kang Sheng. the chief of the 
secret police, freely looted museums 
for their private use — theirrevolution- 
ary spirit was presumably strong 
enough to resist contamination from 
the feudal past.) Nonetheless, Liu is 
probably right when he states that 
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One object in the exhibition offers a 
fine example of Chinese attitudes. Be- 
fore leaving for Persia in 1431, the fa- 
mous eunuch admiral Cheng Ho had a 
magnificent bronze bell cast, which 
was placed in a temple. The temple, 
like most Chinese temples, gradually 
wasted away. It was rebuilt after a 
fashion in a village in Fujian, but de- 
stroyed in 1972 by Red Guards. The 
bell found its way to a scrap heap from 
which it was miraculously saved by a 
sharp-eved worker. 

Fifteen years ago the worker might 
have been punished for showing reac- 
tionary tendencies. Now, he would 
most likely be rewarded. Just as people 
are now openly regretting the too- 
rapid destruction of old Peking, the 
Chinese Government is trying to save 
as many historical objects as possible. 
Since about 1980 pulp and scrap-metal 
heaps are more or less systematically 
scrutinised for precious objects. The 
fact that ancient bronzes still turn up 
in Shanghai in scrap metal coming 
from Yunan suggests, however, that 
such scrutiny is not always effective, 
particularly in remote areas. 

Ignorance is the greatest obstacle. 
Typical is the story of a centuries-old 
gong found by a Fujian peasant. He 
first sawed off its base and further 
damaged the piece by hacking off bits 
to see what they were made of. He then 
sold it to a scrap merchant, who 
showed it to the curator of a local 
museum. It was recognised as a na- 
tional treasure, whereupon the mer- 
chant was rewarded, but the peasant 
was divested of the money he had re- 
ceived for the scrap. This, savs Liu, is 
the new carrot-and-stick approach. 
Noone is allowed to keep an object if it 
is found to be of any worth, but hand- 
ing it in merits an award. How much 
depends on the value of the object and 
the effort that went into finding it. 

One can hardly blame the poor pea- 
sant for his lack of expertise. Fortu- 
nately, especially in the oldest histori- 
cal areas such as Henan province or the 
environs of Xian, lectures are held now 
to educate workers and to a lesser ex- 
tent peasants. Despite this undertak- 
ing, much will still be lost. Chinese at- 
titudes to old works of art are a bit like 
their social manners, for which they 
were once famous: it was a punishable 
offence to display "bourgeois" graces 
for too long for a few campaigns to put 
things right again. It is still safer to be 
indifferent. 

The most pathetic illustration of this 
is the large number of warehouses in 
Peking, stuffed with objects looted 
from people's homes during the Cul- 
tural Revolution. They are all neatly 
labelled and will be returned to any- 
body who claims them. So far most 
people have been too cautious to 
collect what was always rightfully 
theirs. oO 
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a little bit better. 


At the largest convention ballroom in Penang. 

With facilities for up to 800 persons, secretarial and 
telex service and audio-visual equipment to ensure a 
better conference. Also, luxurious rooms, fine 
restaurants, and recreational amenities on land and 
sea to be enjoyed between meetings. The Orchard 
Sun. The fest business resort on the island. Only 10 
minutes away from town. 


Orchard Wun j 
All you d expect. And more. 


Tanjung Bungah, Penang, Malaysia. Tel; 04-891 114 — 
Telex: ORCHEL MA 40310. Cable: ORCHARDTEL 128 











Kuala Lumpur: Singapore: 

Tel : 03-487639 Tel : 02-2972346 

Telex: MA 33139 Telex : RS 24214 
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WWF Kojo Tanaka BCL 


The 
Giant Panda 
needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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Why rush over to the States, when you 
could explore the South Pacific along the 
way? Let Air New Zealand take you to Los 
Angeles in style, via the paradise isles. 

Our stop-over route from Singapore will 
allow you to enjoy the spectacular scenery 
of New Zealand. Here you can see half the 
natural wonders of the world in one 
country. 

Then bask in the idyllic beauty of Tahiti 
and the Cook Islands. Be charmed by the 
romance of Fiji. And revel in the colourful 
culture of Rarotonga and Honolulu. 

There are 10 Air New Zealand flights 
weekly from Auckland to Los Angeles. So 
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dir NEW ZEdlaliD 


10-A Collyer Quay. #01-14 Ocean Building Annexe, Singapore 0104. Tel: 918266 





connections are at least daily. And from 
L.A., Air New Zealand can take you on to 
London. 

You'll find our special low-price fares 
surprisingly economical. And of course, the 
standard of comfort and service on board 
our 747 jets will continue to live up 
to our high reputation. Voted best, 4 years 
running, by Travel/Holiday 
magazine. 

So why not turn your trip into a 
voyage of discovery and enchant- 
ment? For more details, contact 252 

-——— 
Air New Zealand at the address The pacific: 
below or call your travel agent. Number One 
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#3412 Connaught Centre, 1, Connaught Place, Central, Hong Kong. Tel: 5-249041 











The world is a network 
of local centres. 


Today, your international bank musi 
have global connections. lomorrow s 
financial interests demand that versatility. 

To coordinate individual problems, to 
arrange contacts and to bring business 
people together, immediate local access 
to a universal information system IS 
essential. 

Deutsche Bank connects your DUSI- 
ness with an international network that 
spans the globe: more than 1,300 offices 
in Germany and in Berlin, branches, 
subsidiaries, representative offices ana 
affiliations in b6 countries, more than 
4.000 correspondent banks worldwide 
Plus the strength of total assets of more 
than US $ 83 billion, ranking us among 
the worlds largest banks. 

Put us to the test. 


Deutsche Bank [/] 


Advanced banking tor more than a century 


Work goes better because you and the Sharp Z-60 are such 
a great team, Advanced mechatronics technology keeps you in 
direct touch with this easy-to-operate, simple-to-maintain 
economical partner. You save time and money 

A more user-friendly copier would be hard to find. The 
compact, lightweight Sharp Z-60 locates anywhere. A conven 
ient flat-key control panel with LED indicators makes operation 
super simple 

Although it's small, the Z-60 copies as easily on oversize B4 


as on business cards, right on the edges of the 
copy. Its interchangeable developer units provide B5 AS 
beautiful copies in black, red, blue or brown B4 AA 
The Sharp Z-60 personal copier. It's good for business and an 
mportant step toward easier, more accurate information 
processing 

Sharp calls this unique concept PA (Personal Auto- 
mation) because it maximizes your personal capabili- 
tes and potential 








SHARP 


SHARP CORPORATION, JAPAN 


See 








Please contact your local Sharp distributor for further information 


The Philippines AUTOMATIC APPLIANCES. INC. Makati Commen ‘al Center Ayala Avenue Makati Rizal Tet 88 








72-54 88-76-96. 68-62-68 88.45.92 B6-56-26 


Hong Kong ROXY ELECTRIC CO., LTD. Room 1701-1710. Admiralty Center, Tower 1. 18 Harcourt Road Tel 5-822921 116 lines! 

Singapore ROXY (SINGAPORE) PTE. LTD. 483 Tanglin Halt Road. Singapore O3'4 Tel 631911 

Malaysia ROXY (MALAYSIA) SDN. BHD. Lot 16 Jalan 223 Section 14 Petaling Jaya Selangor Tel 571477 571295 574313 471984 and 56191! 
Thailand THE BANGKOK TRADING CO. LTD 995.9 naroen Krung Road Pisten Bri jge Bangkok 5 Tel 234-5091.4 

Taiwan AURORA CORPORATION Sth Fi No 148 Sung Chiang Rd. Taine: Tawan Tel 102156399071 it lines 


indonesia PT. TRITANU Jaan ir H Juanda Tl No 1° 


Jakarta Pusat -Indonesa Tel 36760A 





Shedding new light on the energy crisis. 





More and more utilities are turning from the expense at the mine site while others deliver lignite to th 


and the unsure supply of oil to plentiful and less expen- ing power plant, all with significant econon 
sive coal. Open-pit mining of lignite, for example, calls for ^ Engaged in industrial plant design and construc 
wide experience in the design and construction of reliable ^ mechanical engineering, electronics, steel, shipt 
excavating and bulk handling facilities. Here again, Krupp and international trade, Krupp offers inno 


is in the forefront with the needed technology. technology and engineering worldwide that 
a beacon to future growth. 

Dependable bucket-wheel excavators, stackers and Can we lighten your burden? 

reclaimers from Krupp provide the basis for the effective 

use of low-cost lignite as an important source of energy. For further information please write to: 

Our largest bucket-wheel excavator - 650 ft. long Fried. Krupp GmbH, StA VE/W, 


and 260 ft. high - efficiently digs 315,000 cubic yards of Altendorfer Straße 103, D-4300 Essen | 
lignite day after day after day. Miles of high-speed belt 
conveyors handle these huge amounts of overburden Krupp. A tradition of progress. 


& KRUPP 


“When | bought it. 
| had every conceivable luxury installed” 
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A Variety of Lives: A | Dlógniphy of Sir 


Hugh Greene by Michael Tracey. E Bod- 


ley Head, London. £15 (US$20). 


T he variety of lives lived by Sir Hugh © 


Greene continue today as he is to be 

seen mixing business with pleasure at 
work in a second-hand book shop in 
London's Gloucester Road. Prospec- 
tive customers are impressed by the 
wide knowledge of literature and poli- 
tics shyly displayed by the former di- 
rector-general of the BBC — whom 
they recognise largely because of his 
. height. 
.. Thus, when Tracey writes that "run- 
-oning the BBC was for Hugh Greene but 
the last of a number of lives" he is 
wrong. Since the BBC, Greene has 
been active as chairman of a. family 
brewing business and as a publisher, 
not to mention writing the occasional 
highly paid article for Fleet Street 
newspapers. 

This book perhaps over-concen- 
trates on Greene's period at the BBC, 
though certainly it was the peak period 
of his career. The family background at 
School House, Berkhamsted, | with 
brother Graham (the novelist) and sis- 
ter Elizabeth is given all too briefly: 
One does learn, however, that Greene 
enjoyed being alone because he was 





BIOLOGY 


A timely target 
once again 


Designer Genes: IQ, Ideology and 
Biology edited by Chee Heng Leng 
and Chan Chee Khoon. /nsan, Petaling 
Jaya. No price given. 


nee again Insan has published a 
timely book, after its earlier The 
Sun Also Sets (1983) and British 
Malaya (1982), in response to the Ma- 
laysian Government's "Look East" and 
"British last" policies respectively. 
The target this time is the Singapore 
Government. In August 1982, Prime 
Minister Lee Kuan Yew announced a 
new policy to encourage female uni- 
versity graduates to have more child- 
ren, supposedly to reverse the current 
decline in the quality of Singapore's 
genetic pool due to higher fertility 
rates among Singapore s less-educated 
classes. 
Since then Singaporeans — as well 
astheir Asean neighbours — have been 
treated: to. a print and broadcasting | 











nervous “and ‘reserve The family 
“snaps” together with the Greene 
cousins, who lived at the Ber khamsted 
Hall, make splendid period pieces 

At Oxford, Greene ‘had “already 





started to edge towards journalism and 
made a considerable reputation for 


himself during World War H through 
his network broadcasts to Nazi’ Ger- 
many. Thus it was not surprising when 


. then secretary of state Patrick Gordon 
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. had been putting too much reliance on 
leaflets, dropped by air or be 


states. of Johor, 


| effectively. began to undermii e the 


| soldi Tow. uc Pe f 





Walker urged that a psychological- 
warfare expert be sent tọ Malaya in 
1950, Greene was recognised as “just 
the man” for the job. On the spot, he 
soon realised that the authorities there 
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morale of the ede an Liberation 





selves up 'to the authorit 


campaign  ex- 


media 
plaining and justifying 


these eugenic policies 
ostensibly on scientific 
grounds. And aspiring 
politicians and (mostly 
foreign) academics have 
been tripping over each 
other to proclaim their 
support of the new creed, 
if not the new breed. 

At the same time, how- |g 
ever, the new policies — [| 
which presumably reflect 
male views — have run into a flood of 
protests, ironically primarily from the 
intended beneficiaries of such policies: 
women graduates. 

The amusingly flippant title and 
cover notwithstanding, Designer 
Genes is a fairly comprehensive collec- 


tion of some of the best popular articles - 


to have appeared on the scientific de- 
bates, on history and the social impli- 
cations of measuring intelligence and 
biological determination. 

This slim volume is edited and intro- 
duced by two biologists who have 
turned their attentioh to the broader 
issues of social developme They cer- 
tainly show littler pe ct foi views and 
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treatment they réceived aft 
this. 

Greene quickly realised the vi 
portance of broadcasting to a. pr 


„tion that was largely illiterate 
: P AGUA was Arun and in 



















being threatened. 








At the endiof the year, Greer 
turned to Leadon with | 


thought was an üncertain futur 
his work had been so success: 
Ian Jacob, then direc 
BBC, had already made up hi 
groom him “for a high executt 
tion." 
The political programme 
Greene's decade as BBC chie a 
in contemporary TV, weren 
criticised by politicians of E 
and Right. At the same time, t 1 
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repeat, 

‘The book is essential read 
those taking an intelligent mite 
TV and broadcasting. 


ae 

























































prejudices: believ 
authors to lack @ 









startling “deel 
os also du 





on average 
PETER RORLACH | e Malays, or 
— ——— views espoused by Ma 
sian Prime Minister Datuk Seri M 
thir Mohamad in his controve 
book, The Malay Dilemma. 
The articles have been selecte 
read by the non-specialist and 
vide à comprehensive critique. M 
readers, presumably from the 
cated middle classes, including: 
professionals, might not be g 
able with the volume's criti 
meritocracy. However, despite 
blemishes — typographical err 
arather obscure sense of humour - 
popularity of the book seems as 
It has already gone into a second 
ing less than three months after 













































































ailand is preparing to ‘halt its 
. flourishing and powerful under- 
. ground money-market. The mar- 
tet, which appears ,to be a giant 
yramid scheme involving an ever- 
rowing pool of cash outside the bank- 
g System, has swollen to such a size 
jat if it collapsed, not only would de- 
ors be hurt but the stability of the 
e financial system could be under- 


y Target. of the government 
ackdown is a pool of funds, esti- 
to be in the range of Baht 3-5 

(US$130-217 | million)... Al- 
the scheme is said to have been 


learly become increasingly popu- 
recent years, the exact method by 


ed a mystery. 








0% interest monthly has at- 
a steadily growing stream of 
s on the one hand, and puzzled 
monetary authorities and private 
ers on the other. 

perated by Chamoy Thipyaso, wife 
d Thai Air Force (RTAF) of- 
and herself a long-time state em- 
rho récently resigned from the 
jeum Authority of Thailand (PTT 
national oil company), 
pool has come to be popularly 
the Mae (mother) Chamoy 
nd. The subject of constant at- 
‘om the local media in recent 
hs and intense scrutiny by. the 








oy has become a celebrated fig- 
in Thailand. 

hough called a chit fund, her sys- 
em is quite different from the chit 
ds that are widely practised and 
ighly popular in Thailand, whereby 
articipants bidding the highest in- 
erest rate on a kitty are paid the lump 
m and then repay other participants 
stalments.. Chamoy's business is 
o different from South Korea's kerb 
et, in which subscribed funds are 
X to-cash-starved legitimate busi- 
es (at interest rates higher than 
charged by banks). | 

he estimated lens of thousands of 
e Chamoy's followers are treated to 
raightforward deal: they receive 
, interest monthly for the varying 
ms they invest (which works out at à 
at interest rate of 78% or a com- 











known case of default ànd. the 
ji ity of investors apparently e 





eration for the past decade, and. 


h the money is invested has re- 


the incredibly high return ofa 


the | 


ary authorities in recent weeks. 


ounded rate of 113% a year). There is 


richaratchanys yain Bangkok 
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Kok. among 
. people, it has reportedly expanded re- 
cently to cover low-income groups in 


mented one informed source. 


not concer ned about how their money 
is utilised. 

The government decision to inter- 
vene came after a flurry of intense dis- 
cussions since late August, involving 
officials from the. Finance Ministry, 
the Bank of Thailand (BoT — the cen- 
tral bank), the Interior Ministry. and 
representatives from Thai banks. The 
officials were clearly concerned that, 
whatever the nature of Mae Chamoy's 
investments, the scheme cannot con- 


tinue forever wr will eventually col- 
| lapse. " 





aditionally concentr ated in Bang- 
relatively well-to-do 


the capital as well as some in upcoun- 
try provinces. So it was deemed best to 
halt the shadowy operation now before 
unsuspecting depositors are hurt. 


he authorities evidently realised 
they were treading on sensitive 
ground. A large portion of Mae 


‘Chamoy’s funding has. traditionally 


come from RTAF personnel and their 
families. “Should anything go wrong, 
half of [those serving in] the air force 
would be adversely affected,” com- 
More 
recently, the long list of investors 
has reportedly expanded to include 


military officers outside the RTAF, 


police officials and senior civil ser- 


-vants as well as members of the general 
public. 


Since some of. the. funds are depo- 


sited with banks, panic withdrawals 
prompted by a. Sudden termination 
is 3 : 





the concerned institutions. Some 
analysts even go so far as to predict 
that the.combined impact of the fund 
abruptly collapsing could bring down 
the government. 

Such sensitivity probably explains 
why the government's first action took 
the cautious form of a nationwide pub- 
licity blitz designed to discourage 
further publie investment. After hours 
of heated debate, the cabinet on 4 Sep- 
tember decided that all civil servants 
and state employees should.be told to 
stay clear of such schemes, while the 


publie should be advised to exercise 


extreme caution before putting any 
money into them. There was no specific 


mention of Mae. Chamoy, but that was 


J 
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hardly necessary given the ER: 
build-up in the local press. diea 
The government warning was clear: 
high returns inevitably involve high 
risks.and those who defy the warning 
should not blame the government if 
they are hurt. | 
Former central bank | governor 
Nukul Prachuabmoh told the REVIEW. 


shortly before the government. action 


was. announced: “It. is like a time 
bomb; the longer it continues the more 
severe impact. it will create. Since the 
operation is outside the official system, 
it cannot be dealt with by existing 
laws. The best solution is for the gov- 
ernment to inform the public about the 
danger involved. Investors who choose 
to continue must be responsible for 
themselves." 
The next official move to clear up 
this potentially explosive situation is a 
proposed royal decree which, for the 
first time, will authorise the monetary 
authorities to regulate the various 
types of underground money-market 
operations. (A royal decree, effectively 
a law, is justified only for urgent mat- 
ters of national significance. The 
enactment of a royal decree circum- 
vents the time-consuming parliamen- 
tary process.) 
The proposed decree is expected to 
authorise the government to probe the 
various aspects of Mae Chamoy's ope- 
ration — ranging from the number of 
depositors and. the amount of com- 
bined funding involved, toits mode of 
investment, all of which have ‘been 
matters of speculation up to now. 
Details of the proposed decree are 
not known; but Finance Minister Som- 
mai Hoontrakul has indicated that the. 
over! A clamp a ceiling on or-. 
















any money pool running beyond a set 
level will automatically become il- 
legal. Judging from the enormous size 
of Chamoy's scheme, it is almost cer- 
tain that her operation will be declared 
illegal once the decree is in force. 

The Mae Chamoy case brings to light 
the inadequacy of banking legislation 
and emphasises the major distortions 
in Thailand's monetary system. The 
government cannot ban outright all 
unofficial money-market operations 
since over the years they have grown to 
form an integral part of the overall sys- 
tem. 

For the man in the street as well as a 
large section of small and medium-size 
business operations, the chit funds in 
particular have become an alternative 
to the banking system. Rather than de- 
positing with banks (which currently 
yield an annual rate of 12.5-13% in- 
terest on time deposits), those with 
surplus liquidity could earn an average 
20% or more from most chit funds. 
Others, in need of cash but unable to 
put up the necessary collateral for a 
bank loan, take a lump sum from the 
same source (by offering the highest 
interest ). 


the government will be in regulat- 

ing such operations. Unlike the 
ordinary chit funds, which are econo- 
mically insignificant and even serve 
to fill a banking gap. the Mae Chamoy 
scheme is clearly being accorded top 
priority by the authorities for direct 
government scrutiny. Accompanying 
the impending decree, the Revenue 
Department has served notice on 
Chamoy to pay Baht 80 million in 
personal income and business taxes 
plus fines. 

But she has remained undaunted — 
at least publicly. Portraying herself as 
a good Samaritan, she claimed in re- 
cent press interviews that there is no- 
thing illegal about her operation and 
that investors voluntarily lend her 
money. 

Her seemingly unperturbed confi- 
dence is hardly surprising. Apart from 
receiving support from the powerful 
military, there have been widespread 
rumours that she also receives backing 
from other influential quarters. She is 
known to have made generous dona- 
tions to charity via supreme command- 
er and army commander Gen. Arthit 
Kamlang-ek, though he publicly de- 
nied in late August any connection 
with her business. 

Chamoy was a prominent particip- 
ant at a charity function chaired by 
Princess Soamsawali, royal consort to 
the Crown Prince, on 7 September. 
Public appearances in the company of 
top people are apparently regarded as 
a reassurance to investors that her 
scheme is not about to collapse. 


|: remains to be seen how effective 






Central ban 
chief sacked 


|^ a move which has sparked off a 
storm of controversy, Finance 
Minister Sommai Hoontrakul has or- 
dered the dismissal of  Nukul 
Prachuabmoh, governor of the Bank 
of Thailand (BoT — the central bank), 
effective from 14 September. The 
surprise decision climaxed a lengthy 
conflict between the two. Although 
the central bank is theoretically inde- 
pendent — and independent deci- 
sion-making has been much in evi- 
dence during the past four years 











It is understood that when Chamoy 
started her operation about a decade 
ago, she was engaged in the petrol- 
distribution business. She was then at- 
tached to the Defence Ministry's now- 
defunct Organisation of Fuel Oil, in 
charge of issuing clearance tickets for 
oil trucks. (The body was later dis- 
solved to make way for the establish- 
ment of PTT and she was transferred to 
the new agency in the process.) 

Harking back to her days in the oil 
business, investments in her chit 
scheme have become commonly tagged 
“oil shares,” with each portfolio said to 
consist of a certain number of oil 
“trucks,” each costing Baht 160,000. 
To allow people with less money to 
participate, the “trucks” have now 
been broken down into units of four 
“wheels,” each costing Baht 40,000. 

Many theories, some bizarre, have 
been put forward to explain how the 
funds, which have undoubtedly mul- 
tiplied in recent years, are utilised to 
produce such high returns. These 
range from purchasing crude oil from 
the Singapore spot market and selling 
it to Vietnam (a theory that can be 
ruled out in view of Hanoi's shortage of 
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under Nukul's governorship — the - 
agency is under the finance minis- 
ter's jurisdiction by law. ; 

Notwithstanding the conflicting 
approaches of Sommai and Nukul to 
a wide range of economic and finan- 
cial matters, there is criticism from 
many quarters of the timing of Som- 
mai's move. The dismissal came ata 
time when Thai money-markets are — 
facing numérous problems. It also 
came on the eve of the BoT gover- 
nor's scheduled departure to attend | 
the annual World Bank/Interna- | 
tional Monetary Fund meetings in 
Washington. T | 

The sudden change is not likely to 
alter the government's determination | 
to regulate the chit-fund business. 
The same cabinet session on 11 Sep- | 
tember which debated Nukul's dis- 
missal also approved in principle the — 
royal decree which will permit the 
authorities to control unofficial | 
money -market operations. 

Director of the Finance Ministry's 
Fiscal Policy Office Kamchorn f 
Sathirakul, a veteran finance hand 
known to be close to Sommai, has | 
been appointed to replace Nukul. |" 
— PAISAL SRICHARATCHANYA ~ 































































hard currency), to various illicit ime 
port-export activities. None of these a 
theories appears to have any sub- 
stance. » 

Meanwhile, senior BoT and Finance X 
Ministry officials as well as bank exe- 
cutives are convinced that the bulk of 
Mae Chamoy's money is not invested in 
anything so exotic. Unofficial checks 
revealed that about Baht 1 billion 9 
of its funds are deposited in savings 7 
accounts (earning 9% interest a year) i 
at various branches of about four | 
banks, including the Thai Military 
Bank. 

It would appear that Chamoy has 
been operating, at least in recent years, 7 
a simple pyramid-type scheme of 
amassing an ever-expanding amount 7 
of cash, with part of the new inflow 7 
being used to pay the high returns for 4 
old investors. In other words, cash- 
flow in the form of new deposits is em- 
ployed to service existing loans 

To date, the operation has not en- ~ 
countered any hitch since previous in- © 
vestors — many of whom have already 
pocketed a tidy profit — have redepo- 
sited some of their interest alongside 
the money from new investors. How- 
ever, if new inflows dried up, the 2 
pyramid would begin to crumble im- 7 
mediately. Hence the concern among 
government officials as well as private 
bankers that the impact of a collapse — 
which must come with time — will be 
increasingly severe the longer the ope- 
ration continues. ü 
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Atiltata "lost cause 


= Commonwealth finance ministers meeting in Toronto 
will again be urged towards a ‘new Bretton Woods’ 


By Daniel Nelson in London 


n attempt will be made at the 

s Commonwealth finance ministers' 

meeting in Toronto (18-20 September) 

_ to breathe new life into the proposal 
for a "second Bretton Woods" to 

- thrash out a new financial framework 
for the Western world. 

— Commonwealth Secretary-General 
Shridath Ramphal's dogged attempts to 
Ja the North-South dialogue going 
the face of opposition from United 

tates President Ronald Reagan, Bri- 

- tish Prime Minister Margaret Thatcher 

d other industrialised-country lead- 

ers are casting him in the role of Don 

Quixote. He will be feeling the loss of 

‘his Sancho Panza, ousted New Zea- 

‘land prime minister Robert Muldoon, 

t Eno emerged two years ago as a cham- 

ion of the cause of a new Bretton 

E oods. 

_ The strategy at Toronto will be to 

$ - persuade the finance ministers to ac- 

(dan the recommendations of a consul- 







tive group set up by Commonwealth 
eads of government at their 1983 New 
delhi conference. The group, consist- 
ing of Ramphal plus representatives 
from India, New Zealand, Fiji, Britain, 
Canada, Tanzania, Zimbabwe and 
| Trinidad and Tobago, was asked to 
promote consensus on the New Delhi 
— statement on economic action, which 
Mood. for changes in the Bretton 
Woods institutions. 
- The group will tell the finance minis- 
that United Nations—backed 
negotiations on international monet- 
ary, financial and trade-related issues 
(the global round) are dead. Instead, it 
1 recommends ministers to propose that 
_ the issues should be discussed at the 
meeting of the Development Commit- 
tee of the World Bank and Interna- 
- tional Monetary Fund later this month. 
This is a compromise because the de- 
- veloping countries want talks under 
E the aegis of the UN General Assembly, 
2 which is unacceptable to the indus- 
- trialised nations, which prefer consul- 
— tations (if at all) within the IMF or 
i World Bank. 
Hi Even this modest formula is admit- 
i ted by the consultative group to have a 
l: chance of acceptance only if it is clear 
that the development committee is in- 
k tended to have talks about talks and is 
. not to be the forum for negotiations 
themselves. Although the recommen- 
dation represents no more than a tiny 
shuffle forward, it is the only move- 
ment at all in the otherwise moribund 
North-South negotiations. 
The consultative group is bleakly 
realistic about the prospects for 
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advance, though Ramphal himself 
clings to the hope that influential 
members of the present administra- 
tion in Washington see the need for 
a monetary conference in the long 
term. "The situation is an evolving 
one with the debt crisis as a major var- 
iable factor," says the consultative 
group's report, which gives added 
significance to another document to be 
considered by the finance ministers' 
gathering, which traditionally pre- 
cedes the annual IMF/World Bank 
meetings. 

The Debt Crisis and the World Econ- 
omy, prepared by a 10-member Com- 
monwealth group of experts, argues 
that the measures taken to deal with 
the international debt crisis have 





"bought time" but are inadequate in 
the long term. "Present policies pro- 
vide only a most precarious protection. 
The world's financial safety is bal- 


anced on a knife-edge," say the au- 
thors, who include Lal Jayawardena, 
director-general of economic affairs in 
the Sri Lankan Foreign Ministry, Lin 
See Yan, deputy governor of Malay- 
sia's Bank Negara, M. Narasimham, 
principal of the Administrative Staff 
College of India, and Chandra Hardv, a 
senior World Bank economist. 


he argument is crucial to Ramphal's 

Bretton Woods crusade, because 
it undercuts Western leaders' resist- 
ance to a multi-issue approach to in- 
ternational discussions: if a solution to 
the debt crisis depends on changes in 
trade, aid and finance, then the indus- 
trialised countries’ insistence on an 
ameby inune approach looks unten- 
able. 
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veloping-country external deficits in 
the 1970s, the report calls on the inter- 
national financialinstitutions to play a 
more active role in resolving the prob- 
lem. Private banks, however, also must 
help provide additional financing. But 
the pressures for achieving premature 
trade surpluses must be removed, since 
these could be achieved in the next few 
years “only at the cost of frustrating 
economic advance.” 

According to the Commonwealth 


| team, "the erosion in the living stand- 
| ards of developing countries 
| pushed their peoples to the margin of 


has 


tolerance." And elsewhere: "Any sus- 
tained attempt to achieve what we be- 
lieve would be a premature transfer of 


| resources from the debtors to their cre- 


ditors would face continuous political 


| difficulties.” 


A gap of at least US$20-25 billion à 
year is foreseen between the financial 
needs of developing countries and 
available finance, and "unless action is 
taken to supplement official flows and 
support private flows at a higher level, 


developing countries will not be able to 
resume even modest growth for the rest 
of the decade and the servicing of debt 
will, in all probability, be unsustain- 
able." 

Priority is urged for special mea- 
sures to assist low-income developing 
countries for which Ramphal has cam- 
paigned consistently in recent years. In 
a foreword to the 115-page report, he 
accuses the international community 
of being "almost wholly indifferent" to 
the difficulties of the poorest coun- 
tries, because they do not have a major 
impact on the world economy or the 
banking system. 

Most countries in this category are in 
Africa, and a noticeable feature of the 
report is how well Asia emerges. Asia's 
debt-service ratio grew only from 9.6% 
in 1973 to 10.8% in 1983, compared 
with the rise from 8.8% to 25.1% in 
Africa and from 29.3% to 44% in the 
western hemisphere. Asia's interest- 
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t rise: from 3.9% in 1973 to 5.9% in 
1983. The equivalent figures for Africa 
are 2.9% to 10.8% and for the western 
hemisphere, 11.1% to 32.2%. 
- arl he team forecasts that Asia will 
fne gut best if developing-country 
growth rates are held back by the need 
to achieve trade balance (or a small 
positive-resource transfer). Then, eve 
if growth in industrial countries aver* 
ages 3% (the average for the p 
1970-71), growth in Latin Ameri 
average only 1.4%, in Africa 
án Asia 3.2%. Per capita incomes will 
fall continuously, except in Asia. 
_ The report notes that some low-in- 
come Asian countries, such as Burma 
and Pakistan, have had worsening 
debt-service ratios. It also points out, 
however, that for low-income Asia as a 
whole, the situation is not critical since 
most debt is in the form of highly con- 
‘cessional long-term credits, such as In- 
ternational Development Association 
(IDA) loans: Similarly, though low-in- 
come Asia lost about 10% in the pur- 
chasing power of its exports between 
1973 and 1982, it was able partly to 

ounteract adverse price movements 
rough expert diversification, par-. 
ticularly through expanded exports to 
the Middle East and through remit- 
ances from migrant workers. 
C 
‘@ everal Asian countries felt the effect 

# of a 5% decline in net transfers of 
official development assistance (ODA) 
from 1975 to 1982, and for the four 


xou 


lajor ODA recipients — India, In- 
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that India, Pakistan and Bangladesh 


have carried out official debt renegoti- 
ations within the context of aid con- 
sortia under the chairmanship of the 
World Bank. 

— Debt relief was linked to new aid in 
the context of a general commitment 
by donors to the countries’. develop- 
ment objectives. This approach ap- 
pears to have worked well and has 
helped to keep South Asia relatively 
free from debt-servicing problems, 
without the stigma of “ ‘loss of credit- 
worthiness’ associated with default 
and forced renegotiation.” 

— The report warns, however, that un- 
bts the World Bank receives extra 
funds for IDA it “will not only be 
forcéd to make a relatively smaller 


low-income to seriously- indebted 


free 
k 


low-income countries, but will be un- 
able to continue its valuable preven- 
tive role, which helps to keep the major 
Asian aid recipients from acquiring 
serious debt-servicing problems." A 
significantly increased portion of 
World Bank lending should be in the 
form of structural-adjustment loans, 
says the group, and the bank should in- 
crease its role in maximising private 
flows not otherwise forthcoming. D 
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The US stands alone in its attempt to tighten regulations 


on imports from the Third World 


By Therese Obrecht in Geneva 


he United States came under vehe- 
ment attack at an emergency meet- 
ing of the 50-member textiles commit- 
tee of the General Agreement on 
Tariffs and Trade (chaired by India's 
M. G. Mathur) convened at the request 
of 26 developing textiles-exporting 
countries on 4-5 September in Geneva. 
The clash of views which saw the US 
delegation opposed to those of all other 
members, including the European 
Economic Community, Japan and 
Canada, centred on two sets of addi- 
tional rules (which came into effect on 
7 September). 
According to the spokesman for the 
Third World textiles exporters, Sergio 
Delgado of Mexico, these rules nullify 
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or infringe on existing rules under the 
Multi-Fibre Arrangement (MFA), 
bilateral agreements, the 1981 pro- 
tocol of extension and the Gatt 
ministerial declaration of November 
1982, calling for a substantial increase 
in Third World export earnings while, 
at the same time, resisting protec- 
tionist measures in the textiles and 
clothing trade. These sets of measures 
may have a devastating effect on trade 
in the textiles sector where the scope of 
restrictions and discriminations has 
worsened over the past year, said 
Delgado. 

The US, however, maintains that the 
measures are designed "to prevent cir- 
cumvention or frustration of multilat- 
eral or bilateral agreements to which 
the US is a party." As such, these in- 
terim regulations stem from the re- 
commendations of à special White 
House task force which was formed in 
1983. 

Li Daoyu, a delegate from China, 
said the new measures not only violate 
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Hongkong delegates at Geneva: a warning for Washington 


the spirit of the MFA but that they 
could also adversely affect trade rela- 
tions between China and the US — a 
statement that is unlikely to go un- 
noticed in Washington. He added that 
more than 100,000 jobs and hundreds 
of factories in China were threatened 
by the US measures. EEC spokesman 
Jean-Pierre Leng expressed concern 
regarding the new rules of origin and 
the new administrative requirements 
for import procedures, while In- 
donesia's Ambassador Irawan Darsa 
— speaking on behalf of Asean — de- 
scribed the US measures as “disguised 
actions which curtail even further our 
access negotiated under bilateral 
agreements and exacerbate what 
otherwise is already 
an unsatisfactory 
State of affairs in 
textiles and cloth- 
ing” where trade is 
“an acid test of sin- 
cerity, resolve and 
political will to com- 
bat the resurgence 
and proliferation of 
protectionist senti- 
ments, pressures and 
outright actions.” 

At the first 
emergency meeting 
of the textiles com- 
mittee, held on 19-20 
January in Geneva, 
the developing tex- 
tiles-exporting 
countries had al- 
ready made clear their concern about 
the "additional criteria” introduced by 
Washington on 16 December 1983 in 
violation of commitments undertaken 
at the Galt ministerial meeting of 1982. 
This concern has deepened over the 
past two months with the introduction 
of legal procedures initiating two ad- 
ditional sets of measures. 

The first are the countervailing-duty 
petitions filed in the third week of July 
on practically all textiles and clothing 
products imported from 13 developing 
countries. These petitions are the re- 
sult of the initiatives made by Ameri- 
can industrial and labour groups in re- 
sponse to what they consider to be sub- 
sidisation by the countries concerned. 

On the basis of these petitions, the 
US Department of Commerce began 
investigations into allegations con- 
tained in the petitions. On 3 August, 
new customs-regulation amendments 
relating to textiles were published 
which, according to the other members 
of the textiles committee, radically 





20 SEPTEMBER 1984 e FAR EASTERN ECONOMIC REVIEW — — — 




































sidies are being provided a ‘counter i 
vailing order could be issued between f 
26 December and 5 January 1985. 

JS Ambassador to Gatt Peter Mur- 
phy told the press: "Nothing we are 
doing is legally inconsistent with MFA 
or our obligations: within Gatt." He 
stressed that the actions were initiated 
not by the US Government but by the 
American textiles industry "fighting 
for survival" and “legitimately fearing 
that loopholes in the MFA and bilat- 
eral agreements are. used by textiles- 
exporting countries for evading or- 
derly growth." Murphy added that the 
domestic textiles industry is. "going up 
the wall" because of the US$12 billion 
increase in imports in the 12 months 
ended June 1984 by which "the Ameri- 
can textiles industry has virtually be- 
come a residual supplier to the domes- 
tic market." 
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Ase to Murphy, textiles im- 
ports by the US break down into: 

Hongkong, South Korea, China and 
Taiwan (26%), Japan ` (6%), other 
medium-range suppliers from the 
Third. World (47%), and industrial, 
countries (21%), with the bulk corni 
from developing countries. | 

These (in the statement by Delgado) 
confirm a strong rise in American tex- - 
tiles imports in 1983 and the first half 
of 1984 and show that total imports in- | 
creased faster during this period than - 
domestic consumption in the US. But 
the exporters insist that thisincrease is 
relative and in absolute terms the bulk 
of the vigorous expansion in consump- 
tion continued to be covered by US 
domestic production and by Western 
suppliers whose exports to the US rose 
by 80% in 1983 and 1984, a rate twice 
that of imports from Third World 
countries. 

As to the second set of measures, the 
interim customs regulations concern- 
ing the country of origin, they blat- 
antly ignore, according to the other 
textiles committee members, the pro- 
visions specifically laid down for this 
matter (in Article 9 of the MFA and 
paragraph 5/23 of the 1981 protocol of 
extension) Designed to codify the 
"substantial transformations,” the 
new rules also provide, according to 
US negotiator Robert Shepard, regula- 
tions to define the term “date of ex- 
portation,” .procedures for entry of 
quota-exempt shipments which have | 
been stored in warehouses or free- 
trade zones and procedures for hand- | 
ling goods which are transiting the US 

_in bond. | 

Darsa said the "documentary he 
quirements arising [from the new 
rules] can- be described as a noñ- ‘tariff | 
barrier,” while Hongkong s Director of 2 
T sh Macleod stated: ' | 
















E chieve su rapid urnaround ti iet Ofcourse; 
without the necessary support equipment and 

the requisite expertise, we'd still be at container 

-one. But with ourstraddle carriers, r ro-ro tractors, " 
















































É- "Cargo 
! Confricatng the anis; Port Rashid's 

progressive computerisation has resulted in the vices is available including qua’ 
simplest and most streamlined documentation water, bunkering, ship repair and da 

| system in the world. À printout detailingevery container repair, 24-hour pilotage and crew 

|! container loaded onto a vessel is available within — changing facilities. 

| 24 hours of sailing and shipping agents are 

| supplied with regular printouts showing the 
. Status of their containers in the port. 
Naturally, our capability isn’t confined only P.O. Box 2149 Dubai, U United Arab Emirates. | 

| 

| 

| 

| 

i 

| 


to containers, General cargo receives the same pace 451 545, Telex 47530 PRA EM. 


efficient attention and our warehousing is 
extensive in both capacity and mode of storage : 
including duty-free. X * 
. Ports and people | 
Port management is a very people-oriented 
business and dedicated to maintaining Port 
Rashid's position as the busiest port in the Gulf 
is a highly experienced management team 
controlling a skilled workforce. Sophisticated 
management techniques ensure that the port 
-operates at peak efficiency and a pre-beoking — 
system guarantees | that all necessary gr 
— equipment is ay vailable when the ship : arrives. 
Q -o nds mean n that e | onsignees ae 















 Macleod, while conde that the 
S does have le itimate concerns 



















ices were odd due dan dr “to 
pease the US textiles industry." He 
id the real intention behind the new 


d- he’ US-Hongkong bilateral 
on i t appears to be not so much to 


| ds. to actually’ change: inde 

and by. doing so to change the 
of categories of textiles pro- 
bject to quota. 



















Be Condentd that the economy 
ing overheated and sucking 
at àn alarming rate, the gov- 
ghtened monetary controls 
duch to reduce economic 
ond quarter, bringing 
product growth down 
an annualised 7% in the first 
rto 7.2%. 
à 3 Supply: (M2) growth averaged 
in the first quarter, tightening 
ogressively in the second to an 11.2% 
age. Despite indications that eco- 
mic growth may falter slightly in the 
econd half, there are no signs of a 
er monetary. regime and officials 
ppear determined to maintain the 
most inflation-free environment. 
outh Korean business has meanwhile 
ome more vocal in its opposition to 
government's firm hold on credit. 
ling to a recent.report by the 
nof Korean Industries (FKD), 
ndustrial output.and sales drop- 
y 1.4% from June, and domestic 
s. dropped by 2.8%, most notice- 
“for cars, petrochemicals and c con- 
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Hongkong origin by the US, à. serious 







likely.in future not to be regard 














change over position both now and 


| when the bilateral agreement was 


| 
| 
| 
negotiated.” 
aa answer to this universal condemn- 
ation, Murphy stated to the press that 
the new origin-marking rules which 
came into effect on 7 September pro- | 
vide for an exemption for products 
(some US$500 million worth) con- 
tracted before 3 August and shipped | 
before 31 October, a provision which | 
"takes care of the great bulk of Christ- | 
mas shipping." He admitted though | 
that this “is not a solution in itself" and 
that the concerns laid out in the tex- | 
tiles committee with the new regula- 
tions are being reviewed "at the high- 
est level" in Washington. In addition, 
the US has offered to hold bilateral 
consultations on request with all trad- 
ing par tners. 





| tóm the previous month, largely due 


to seasonal factors. Export growth in " 
August is projected to slacken slightly, 
according to the report. In the first part 
of the year, exports of textiles, steel, 
and ships fared particularly well, 
while. cement and fertiliser exports 


¿were lower than in the comparable 


period in 1983. 

Exports in the first eight months of 
1984 were US$18.63 billion, up 24% 
from a year earlier. Growth has been 
par ticularly strong in heavy industrial 
goods, in addition to electronics and 
textiles. The main concern of South 
Korean exporters at this stage is the 
growing number of barriers imposed 
by the United States. Imports rose by 
29% in the January-August period 
from a year earlier to US$20.82 billion. 
The high (and worrying) level of im- 
ports reflects stockpiling of raw mat- 
erials in anticipation of price rises, as 
well as heavy demand from export in- 
dustries for intermediate goods. Owing 
largely to heavy import demand, South 
Korea's trade deficit has widened to 
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| condemned by all members but the US. 





| fundamental conflict within; Galt. 





T Show. thati | 


pon tl e. regulations" ‘unequivocally 


Such a postponement should allow 


time to hold consultations and “find | 
the appropriate solutions consistent 


with the provisions of Gatt and MFA.” . 
It is hoped that this wide consensus 
against US actions will. induce the 
panel chaired by US Trade Represen- 
tative William Brock in Washington to 
review the new regulations. Diplomat- 
ic sources believe, however, that it is 
unrealistic to expect the US adminis- 
tration to alter its position before the 
November presidential election. 

"If the United States gets away with 
it," said one member of the Hongkong 
delegation. "this would amount to a 
blank cheque to disrupt trade and un- 
doubtedly affect other sectors as well." 
If the US Government does not retract 
— the next meeting of the textiles com- 
mittee scheduled on 17 October will 


bring some indication of whether or 


not this is likely — the issue might 
mark the beginning of .a long and 








US$2. 19 billion — far above the 
US$1.2 billion recorded in the same 
period of 1983. : 

The government's response. to the 
problem so far has been to tighten 
monetary controls, rather than lower: 
ing exchange rates. In. early August the 
won. was allowed to. slip a couple of 
percentage points following a surge by 
the US dollar, but officials appear re- 
solute in keeping to the current rate as 
long as possible to avoid inflation and 
ready themselves for what they see as 
the strong likelihood of a downturn in 
world trade in 1985. 

The money squeeze has slowed resi- 
dential construction considerably. A 
fall of 8.4% was recorded in housing 
permits granted in the first half of 1984 
compared to the same period a year 
ago, while the number of industrial 
permits granted doubled. Consumer 
spending has also slowed; wholesale 
and retail sales growth in Seoul was 
halved in the second quarter to 8.7%, 
Mild price increases further reflect the 
government's tight hold on. monetary 
growth — in the first half of the year 
wholesale prices rose. only 0.2% and 
consumer prices were up 1.5%. 

_ According, to. the final tabulation of 
: ity in 1983, recently 





| published 1 by y the Bank of Korea, the 
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FRONT-WHEEL DRIVE CORONA GIVES YOU 
WIND-SLICING STYLE AND MORE ROOM INSIDE. 


FAC « Corona has been completely re-styled and re-engineered. The lines are crisp 

" and contemporary. Curved glass joins smoothly with the body. Windows are 
large for a bright interior. From its sloping nose through to its short rear deck, Corona 
defines a new look in elegance. 


FAC .« Corona's advanced new styling is more than just beautiful. It was actually 

” created by the wind itself. The new aerodynamic profile improves performance 
and fuel efficiency. Less wind resistance means the engine doesn’t work as hard. 
High-speed stability also benefits. 


FAC JE A compact transverse engine and front-wheel drive design give Corona 

*" passengers more room to relax. The interior is luxuriously appointed, with rich 
carpeting and reclining seats upholstered in fine fabric. Corona is a new contemporary 
standard —sleek styling, advanced engineering, more comfort. Facts come alive when you 
drive Toyota. 








Five good reasons why the 


new River View Hotel 
is your best value in Singapore. 


Five star quality at four star prices 
The River View looks and feels like a five-star hotel . . . 
but it just isn't priced like one. 


uperb rooms 
S a five-star hotel you'd 


expect spacious rooms, 
designer furnishings, well- 
appointed bathrooms with 
telephone and 24-hour room 
service. And of course the 
amenities of colour TV, in-room 
movies , individual air-conditioning 
control, a mini-bar and 
International Direct Dialling. 
That pretty well describes our 483 
rooms and suites. 


ine international cuisine 

We offer three world class 

restaurants. The River 
Palace. Savour superlative 
Chinese cuisine and service in a 
serene atmosphere reminiscent of 
the China of a bygone era. Il 
Giardino. Nouvelle cuisine and 
unique culinary creations to 
excite the most sophisticated 
palate. Ginga. Exquisite Japanese 
restaurant with a Sushi Bar, 
Teppanyaki Grill and authentic 
Kaiseki cooking. 


reat facilities 

Cool off in the swimming 

pool and then relax by the 
pool-side bar. Enjoy our Health 
Club with hydro pool, sauna. 


There's even Japanese-style 
shiatsu massage on request. For 
those on business, there are 
function rooms for cocktail 
receptions, banquets or meetings. 
We offer full audio-visual 


equipments too. 


rime location 
P Situated in the Havelock 
Road hotel district by the 


scenic Singapore River, the River 
View is convenient to sightseeing, 
business or shopping. It's only 5 
minutes away from the Central 
Business District, Chinatown or 
the Orchard Road shops. 


vacation bonus 
A Every day we have 2 private 
shuttle buses to take you to 


the beautiful Desaru View Hotel. 
It's only 23⁄2 hours away in 
Malaysia's luxurious east coast 
resort area. 


Book at the River View Hotel and 
enjoy five-star luxury at four-star 
prices. 


Singapore — Tel: 7375570 
Telex: RS 38744 AVI 

Tokyo — Tel: 03-271-9754 
Osaka — Tel: 06-201-1345 


(Rie View 
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Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
ern Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 











Fuji unlocks. 
new opportunities. 


One key to international success is choosing the right financial institution 





You need solid assets, diversified services, experienced personnel, and a worldwide net 


You need Fuji Bank, one of Japan largest. 
Our growing network covers 28 cities in 21 countries to help you anywhere, any! 


ITIULITI 


Our over U.S. $110 billion in assets enable us to finance virtually any project 
And our experienced international staff can provide you with a wide 
range of financial services and information. 

For a head start in international business, start with Fuji Bank 
We'll open up considerable possibilities. 


A FUJI BANK 


Tokyo, Japan 
Overseas Network 


New York, Los Angeles, Chicago, Houston, Seattle, San Francisco, Atlanta, Toronto, Mexico, S 
London. Düsseldorf, Zurich, Luxembourg, Paris, Madrid, Bahrain, Tehran, Seoul, Singapore, Hong P 
Jakarta, Manila, Bangkok, Kuala Lumpur, Beijing, Shanghai, Sydney, Melbourne, Brisb 


wane 
Walter E. Heller & Company, Walter E. Heller Overseas Corporation 
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3 ingapore where else 
ae the Shangri-La. 





Reservations: Your travel agent or Bandar Seri Begawan 23911, Bangkok 

25] 4862, Bintulu 31351, Hong Kong (5) 242 367, Jakarta 365 008. Kota 
Kinabalu 52057, Kuala Belait 35391, Kuala Lumpur (03) 486 536, Kuching 
20977, Labuan 80042, Manila 854 655, Sandakan 42141, Singapore 737 3644, 
Taipei 581 4111; Tawau 72051, Tokyo (03) 667 7744 





In the heart of Singapore’s lush, 
green splendour lies the Shangri-La. 
Set in its own Garden of Eden within 
this garden city. 


It is a paradise of beautiful 


blossoming balconies. Of well 
appointed rooms, impressive interiors 
and fine restaurants. Of superb 
recreational facilities, including tennis 
and squash. Of warm welcomes and 
thous 

puts the Shangri-La in the ranks of 
the world’s top hotels. 


itful touches. Everything that 
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Š ShangriLa hotel 


SINGAPORE 





A SHANGRI-LA INTERNATIONAL HOTEL 
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By Christopher Wood in Hongkong 
ghe. Hongkong and Shanghai Bank- 
ing Corp. is an organisation many 
envy but few can emulate. Hong- 
kong’s. premier institution — it is 
known here simply as "The Bank" — 
has under present chairman Michael 
Sandberg accelerated its traditonal 
-policy of international expansion to a 
point where it now resembles its own 
self-image of a "federation" of banks 
while maintaining its long-time domi- 
nance in Hongkong. 

"But the foundations of that favoured 
position are under threat. A soldier of 
fortune, whose origins reflect the mer- 





cantile nature of early British overseas | 


expansion, and whose dramatic 
growth has been the by-product 
of British colonial rule, the 
Hongkong Bank must now face 
up to a change of sovereignty in 
its key home territory. The 
danger is that, as political un- 
certainty looms, it will face an - 
erosion in its home base at the 
very time it needs to pursue 
further diversification to hedge 
against the unknown. 

: This challenge comes after a 
period of dramatic growth 
which, in pure commercial 
terms, leaves the bank in as good 

a position as any of its major in- 

- ternational counterparts. The 
Hongkong Bank is the world's 
20th largest in terms of deposits 
and 23rd largest in assets, and 
cah claim to be considered the 
world's most successful retail 
bank. Group consolidated assets 
at the end of 1983 exceeded 
US$60 billion and deposits 
US$53 billion. From its founding in 
1865 by local businessmen prompted 
into setting up their own bank to fend 
off a rival financed by Bombay mer- 
chants, the bank now has a network of 
1,000 branches with a staff of 45,000 
spread across 54 countries. 

This success story is built on the 
strength of the Hongkong Bank’s core 
deposit base in its politically vulnera- 
ble home territory, where as a group, 
and backed by a large branch network, 
it still holds about 60% of the market. 
This entrenched position makes all the 
more dramatic the unknown threat 
posed to the bank’s prosperity by the 
return of sovereignty over Hongkong 
to China in 1997. The bank faces the 
grim choice of whether to follow the 
precedent i set by others, such as Jar- 

ne Mat} 1, and switch its domicile | 
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out of Hongkong by some legal man- 
oeuvre — the latest educated guess 
among merchant bankers is a reverse 
takeover of a British financial institu- 
tion. 

However, this move would be like- 
ly to precipitate the very crisis it 
seeks to avert. The alternative is to 
remain publicly committed to Hong- 
kong while seeking to expand as far 
as-possible in other countries. The lat- 
ter must be the favoured option, 
though there are those who argue that 
there is no way any private bank, 
least of all one of British antecedents, 


| OPERATIONAL 
lulia nillions} 


rated under a Chinese communist re- 
gime. 

These same British antecedents 
make the Hongkong Bank the embodi- 
ment of colonial rule in the territory — 
many would even argue that it is more 
powerful than the local administra- 
tion. The bank acts as a quasi-central 
bank. This involves not only issuing 
notes but also acting for the Hongkong 


Government in the foreign-exchange 


and inter-bank markets and, on occa- 
sions, acting as a lender of last resort 
when a corporate rescue can be com- 
mercially justified 

Historically, the Hongkong. Bank 


has had a vested interest in promoting | 


confidence bue eni he in the territ- 





Fas the: 
bank: 


can allow itself to be iud incorpo- | 


| caused by mounting political ut 
| tainty. Under this 
| rates {rather than the exchan: 


Sandberg argues that iti is actually the 
other way round. — — 

Chinese rule will s B 
nence challenged, if 
torical scores. Already ! a 
China and its 13 Sister banka are 
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str aif, not oe Hongkong * 
ernment has pulled the rug from tip idi 
the previously cosy arrangement, bu 
rather through the force-majeuré 
troduction last October of sore 
closely resembling (though technical 
not the same as) a pegged exchan 
rate regime. 
This was adopted by a near-dee 
ate government in what has pro 
successful bid so far to halt th: 
depreciation of the Hongong 
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cess of HK$500,000 (US$64,100), are 
often way out of line with the official 
interest-rate structure, penalising the 
small depositor. The new system also 
removed the major justification for the 
interest-rate agreement (apart from 
preventing runs on banks), namely as a 
(largely ineffective) tool of monetary 
policy. 


ment, is a major question mark 

overhanging the profitability of 
the bank as it would mean a derating 
of the territory's entire banking sector, 
whatever happens up to or after 1997. 
The profitability of the present system 
is easily demonstrated. The past two 
decades have been phenomenally pro- 
fitable for the Hongkong Bank. Since 
1958, the first year figures were pub- 
lished, profits have risen from 
HK$23.5 million to HK$2.49 billion, 
up 106 times or a compounded growth 
rate of 20% a year. 
Growth has been very rapid by 


T^ current threat to the agree- 





Sandberg, Purves: the world in their hands? 


standards of developed countries but is 
not out of line with that of other re- 
gional banks like Oversea-Chinese 
Banking Corp. and the Bangkok Bank, 
which are of more recent origin. How- 
ever, while these institutions have con- 
centrated their expansion locally or re- 
gionally, the Hongkong Bank, sensing 
that as the colonial era drew to a close 
it was not as at home in Asia as other 
Asian banks, looked elsewhere for its 
growth. 

It is difficult to gauge how important 
the bank’s role as quasi-central bank 
has been to it other than as a source of 
prestige or for the free advertising pro- 
vided by the note issue. But obviously 
its role as banker to the government 
generates a lot of« regular banking 
business as well as government depo- 
sits — 4.5% of total deposits, a major 
part from the Hongkong Government. 

The extent to which the bank was 
able to make foreign-exchange profits 


— before its US dollar link — through 
its role as principal agent of market in- 
tervention has doubtless been exag- 
gerated. But there is no doubt that its 
influence stemming from its quasi-of- 
ficial role helped influence govern- 
ment policy towards the interests of 
local banks and against those of 
foreign banks and deposit-taking com- 
panies and delayed the development of 
new financial instruments. 

However, it is also clear that the 
bank's influence has been waning due 
to the increased sophistication and 
competitiveness of the local market 
and the more active role that the 
Monetary Affairs Branch of the gov- 
ernment has taken in influencing 
monetary policy and managing the Ex- 
change Fund, which holds the govern- 
ments own re- 
serves and the 
backing for the 
note issue. The 
greater distance 
between govern- 


ment and bank was demonstrated last 
year when the government itself had to 
rescue ailing Hang Lung Bank. In ear- 
lier times this would have been re- 
garded as the responsibility of the 
Hongkong Bank — if anyone's. 
Virtually the last of the dying species 
of British overseas banks, save for fel- 
low Hongkong note issuer the Char- 
tered Bank, the Hongkong Bank today 
is still, despite the modern cult of the 
expert, staffed predominantly by a 
loyal officer corps — the British army 
is an appropriate analogue — the 
majority of whom spend their entire 
careers with the bank. This makes for a 
tightly structured organisation, natur- 
ally sceptical of the hire-and-fire ap- 
proach to management increasingly 
the norm at the New York City banks. 
That same intrinsic conservatism 
explains the spirit behind a long- 
standing group policy that forbids 
young expatriate employees from 





marrying until after their first tour of 
duty or before the age of 25. It also ex- 
plains the response one impatient 
young employee received when he 
asked for a more challenging job: "The 
needs of the bank come before the indi 
vidual." 

This conservatism is also at the root. 
of the group's banking philosophy, 
namely an established policy of main- 
taining high liquidity ratios, well sum- 
med up by deputy chairman Willie 
Purves’ characteristically pithy com- 
ment: “We do not have teams of loan 
officers lending money we.do not have. 
You get your deposits first and then 
you look for your borrowers” — a 
seemingly commonsense. statement 
which flies in the face of much modern 
banking practice. 

Likewise, the bank deliberately re- 
frained from the, sovereign-lending 
binge of the 1970s. When most interna- 
tional banks were winning praise for 
recycling petrodollars to the develop- 
ing world, the Hongkong Bank stuck to 
basics, The benefits of this policy are 
now glaringly apparent, as is the 
strength of the bank's deposit base. 

At a time when the United States’ 
eighth-largest bank, Continental Il- 
linois, has been effectively saved from 
liquidation by a federal government 
bail-out, the result of over-aggressive 
lending and excessive reliance on 
wholesale funding, the Hongkong 
Bank is a net lender to other banks on 
the Eurodeposit market (currently 
about 55-60% in US dollars with the 
rest broadly divided between 
Deutschemarks and. yen the bank 
currently has no gold position, though 
it has had in the past, and only keeps 
such sterling as is needed for "working 
balances”), and hence is the beneficiary 
of current high real interest rates. 


ing policy of not funding its com- 

petitors on Hongkong'sinter-bank 
market. The result, as the opposition 
saw it, was punitively high mter-bank + 
rates (though, equally, they have been 
accused of being too nervous about 
using swap facilities to fund their 
domestic lending in Hongkong). 

High liquidity is not normally re- 
garded as a very profitable condition 
for banks. But it has served the Hong- 
kong Bank very well in recent times of 
international illiquidity. Its faith in 
the US dollar has also served it well so 
far. The bank naturally plays down the 
windfall profits it must have made in 
the past couple of years from the de- 
cline of the HK dollar, in which a large 
proportion of its liabilities are denomi- 
nated, against the US currency. How- 
ever, in the longer run a weak HK dol- 
lar isobviously a disadvantage as over- 
seas expansion must to a large extent 
be financed out of Hongkong-gener- 
ated profits. 4 

Although the Hongkong Bank's suc- 
cess in part flows from the good for- 
tune of being based in one of the 


T: bank says it has a long-stand- 
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hen Willie Purves was made an 

Y executive director in late 1982 
with responsibility for all banking and 
merchant banking activites, a key 
change was implemented in top man- 
agement structure of the Hongkong 
and Shanghai Bank. Since then all 
operational general managers have re- 
ported direct to Purves rather than, as 
before, to the chief executive, chair- 
man Michael Sandberg. 

Purves argues that the change was 
dictated by the bank's expansion, with 
~the chairman needing more time to at- 
tend to "outside affairs." Most, how- 
ever, draw a different conclusion, not- 
ing that Purves' promotion coincided 
with the public confirmation of the 
; Carrian Group's financial difficulties 
and of problems at merchant bank 
Wardley. 

Purves was sübseiaentiv promoted 
to become chairman of Wardley and 
again this year was promoted to de- 
puty chairmanship of the bank with 
the retirement of Peter Hammond. 
This puts the straight-talking Scot, 


who began his career as a trainee with. 


the Royal Bank of Scotland, in line to 
succeed Sandberg. 

In effect, Purves already runs the 
bank from an operational point of 


view. His star rose partly because he - 


was an advocate of caution throughout 
the property-lending binge of 1979-81, 
though during this period he was re- 
sponsible for international (not Hong- 
kong) operations. ^I was considered a 
wet blanket," Purves says today, not- 
ing that his experience as chief ac- 


countant in Hongkong during the 


1969-73 property boom encouraged 
this more sober attitude. 


world's most dynamic economies, it is 
also the result of a prudent concentra- 
tion on basics, the legacy of its history 
of operating in volatile areas where 
risks can be as great as rewards. 
Purves, himself the embodiment of 
this ethic, declared: "We are a damned 
conservative bank. I don't think we 
have as many problems as lotsof banks 
today . We are very liquid. On a 
group basis we are about 70% lent 
against the 90% of most banks.” (The 
bank claims that recent months have 
seen an inflow of deposits from 
international’ investors, especially 
from the Middle East, worried by hold- 
ing funds in those Amercian banks 
with large exposures to Latin America.) 
This is a point worth stressing as in 
the past two years the Hongkong Bank 
has been exposed to much alarmist 
comment. This in part reflected natu- 


ral, dt ER Ae over 


Purves’ role gives Sandberg more 
time for travel, but Sandberg’s present 
role is much more than titular. Indeed 


| heis probably glad to leave much of the 


nitty-gritty to the highly capable 
Purves, Now 57, Sandberg is likely to 
relinquish the chairmanship once the 
new building is occupied next year. An 
announcement to this effect may well 
come with the 1984 results, with 
Purves designated as Sandberg’s cho- 
sen successor. 


himself, correctly, as the force which 
galvanised the bank into international 


over as chairman. Indeed he notes. today 


tardy in “getting out and about a bit.” 


does not apply. l 
tives. This means executive directe 
and. o ch E can, wi 





kong altogether to give the successo 
free hand. Clearly, if Sandberg st 
longer, 
Purves, 52, will become chairman as 
younger contenders emerge. _ 

A clue to who is favoured among the 
next generation | will come when. Roy 
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though clearly a subject that neither 
can be ignored nor completely .dis- 
counted, it is questionable what can 
profitably be derived from the com- 
mentators' crystal-ball gazing. The 


bank has, understandably, refrained 


from such speculation itself, especially 
as chairman Sandberg sits on Hong- 
kong's Executive Council, a body 
which is privy to the Sino-British 
negotiations. 
Sandberg, though, did make one 
ud E eed on 1997 when he 









Sandberg is well beyond the bank's | 
standard retirement age in Hongkong | 
of 53, though more often than not, that | - 
to board-level execu- | 


je On he ober hard, once | thst te 4 
retire the. tradition is to leave. Hong- 


it becomes less likely that | 





Never. self-effacing, Sandberg sees | 


expansion from the moment he took | 


that, if anything, the bank was a little | 
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group finance earlier this year, 7 
Welsh, based in London and 
of Wardlev London, and John 
chairman of Marine Midland. 

Potential contenders include T 
Chappell, the group's general manag 
in charge of finance, Peter Wratig 
in charge of Hongkong operatio: 
John Bond, chief executive of Wi 
If his tenure there. proves A g 
Bond must be viewed as a LBS 
ture chairman of the bank. The: 
nation of commercial- and merct 
banking experience would co 
ment current developmen ts in. 
mercial banking. 

At general-manager level, 
Asher should be noted. Not ; 
banker, he was recruited by t 
from IT & ET RI in 1980; 
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Hongkong's future, he attempted. 

put the issue into some kind of per 
spective: “Rarely can there have be 
development in international 
macy, with quite such a ds g lend. 
as the future of Hongkon 
If Sandberg has little iss but. 
talk his book -— though clearly 

would have wished for a better ox 
come from the Sing-British talks - 
is equally obvious that the Hor 
Bank would only harm its interest 
were seen to be publicly 
scared from Hongkong. the 

la ater 























wondon. No bani returned in 1945 
nly for the "bank to find its world 









hich a the dividend. 
The 1997 question apart, the bank 
also has come in for much criticism re- 
cently on purely financial grounds, 
first for the degree of its exposure to 
























yperty boom, particularly 
: of the SORORE Car- 
















3! sandberg i ina a bidto: 
press speculation, said 
p exposure (including 
‘hant-bank subsidiary 
dley) to the Carrian Group was 
stantially less" than half the fig- 
US$400 million suggested by 
jeculation. About HK$700 mil- 
is, it is thought, had been un- 
and this had all been provided. 
Clearly still amounts to a con- 
e sum, though much less than 
the numbers being bandied 












he extent of the Hongkong Bank's 
posure to Carrian,..a group 
whose ultimate . ownership was 
own, must raise questions about 
lity of management judgment. . 
k's reputed knowledge of its | 
home market also has been sev- 
ly compromised in the eyes of its 
an’ ompetitors who decided to lend 
| Carrian because the Hongkong 
nk was so heavily involved. This is 
to say nothing of the effect on the 
morale of lending officers further 
down the bank's own organisation. 

he explanation given is that the 
bank felt under pressure to react to in- 
se competition as foreign banks 
flooded into Hongkong offering cut- 
eloans secured on inflated property 
duations. The same applied to 
ardley, which for its own reasons 
anted to establish itself in the market 
as a major player independent of its 
arent. Further explanations for the 
xtent of bankers’ support for Carrian 
well surface in a pending legal ac- 

















































































mgkong Bank executives are less 
when discussing the new 









"When the 1997 issue was not pressing 
— but more because of its innovative | 






scheduled to begin | inner reserves, 


SES SPAM ATA Ehe 


architecture and proclaimed efficien- 
cies in use. The total cost officially is 
put at "just under HK$5 billion" 


"excluding professional fees. This in- 


cludes an overrun on the steel contract 
of some HK$500 million. 
Sandberg does not try to defend 


‘the project as a statement of confi- 
dence. 
that is an expensive pastime. It really 


"You can be too symbolic — 


was designed as the most efficient 
building one could build." Sandberg 
said the project is being largely funded 
internally so that any interest costs are 
"notional." Still, there are massive op- 
portunity costs involved — a fair-sized | 


| bank could have been pure haen for 





















the same amount of money — and ihe 
-I bank will have to run much faster in 
terms of increased earnings just to 


stand still. 
Stockbroker Hoare Govett aoaie: 


- net interest outgoings on the funding. 


of the building at a notional HK$400 
million a year, in terms of what could 
Otherwise have been earned on the 
money assuming a 10% yield, plus an 


annual depreciation charge perhaps as 


high as HK$100 million a year. The 
1983 accounts noted capitalised in- 
terest of HK$170 million relating to 
bank premises (up from HK $62 million 
in 1982) which cannot be considered 
"notional" (and represents a deferral 
of some of the cost). A total final cost of 
HK$6 billion after financing would be 
equivalent to 30% of shareholders’ 
funds. At the end of the day the bank 
clearly feels it can afford its new build- 
ing, whatever the alleged extrava- 
gance. Here shareholders have to make 
an act of faith because of the bank's 
continued policy of not disclosing 
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‘the position inca 














capital to reflect balance-sheet 
growth, was behind a HK$2 bil- 
lion rights issue in 1981 when the bank 


T: same - ds HORAE, to beef up 


took advantage of its then exception- 


ally high rating. at the top of Hong- 
kong's pr operty-inspired bull market. 
(In 1980 the group's property revalua- 
tion reserve was credited with a 
surplus of HK$4.4 billion, part of gen- 
eral reserves.) pub 

These moves reflect strength rather 
than weakness, in line with the bank's 
long-established policy of keeping a 
capital base of 6-8% of total assets, 
rather more conservat han Ameri- 
can practice -— even’ ''so as the 
existence of inner. reserves means that 
equity (in terms ı f availab ee eet is 
understated. nae 

Lack of financial reso | es was thus 
not an issue in the regulat ry ‘obstacles 
which faced the bank nt 
cessful purchase of | 
Midland of the US ant 
ful bid for Royal Bank 
both ventures the b 
close its inner reserv 
authorities.) 

Stockbroker V 
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worth noting the 
group's HK$2 bil 
(from inner reserves) 
the parent bank's excess lit 
deposited overseas, in S dollars and 
other currencies. The dramatic 20%. 
decline in the value he HK dollar 
against the US dollar in 1983 gener- 
ated substantial exchange gains for the 
bank. 

"These gains went: ‘into inner re- 
serves, and were sufficiently large to 
permit, with ease, this transfer out of 
inner reserves —.a transfer equivalent 
to 80% of the group's published earn-- 
ings in 1983." It is a moot point, how- 
ever, whether reserves will be affected 
by any need to write down Der as- 
sets. The last revaluation of Hongkong 
property was in 1979, before the boom 
peaked, so a readjustment should not 
be necessary. However, to include the 
new building at cost might be debata- 
ble. 

Sandberg confirmed to the REVIEW 
that his statement about higher inner 
reserves meant in. “actual dollars and 
cents" rather than in proportion to the 
group asa whole. On the general policy 
of using inner reserves, he argued that 
they existed as a hedge against catas- 


trophe rather than to “amont out” 
profits. 


"Within fairly n narrow z parameters 
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The faces that spring most easily 
to mind, when our sunburnt country is 
mentioned, are those of our suntanned 
inhabitants. Like the stockman, the 
lifesaver, or the timeless visage of the 
aboriginal tribesman 

But few people would immediately 
recognise an Australian face as a power 
in international banking, Nonetheless 
Australia's stature and reputation in the 
marketplace of Singapore and Hong 
Kong are growing daily. 

ANZ has long been Australia's 
most active bank internationally with an 
expanding interest in Asia and a 
commitment to servicing trade, finance 
and investment activities within the 
region and beyond. 


ANZ 274/Y&RSB 


OUK you 


nise 


in Singapore and Hong Kong, 
we offer the full range of international 
banking services, specialising in: 

* Foreign exchange dealing in 
Australian dollars, New Zealand dollars, 
Yen, Deutsche Marks and Sterling; 

e Deposit taking in Australian 
dollars, New Zealand dollars, US dollars 
and other major currencies; 

è International trade finance and 
related services; 

* Corporate finance; 

* [nvestment services. 

Yes, there is a group of Australians whom 
you should recognise in the financial 
circles of Singapore and Hong Kong, 


ANZ The bold face of Australia in International banking 


i a T. * or? 


[hat group is A! 
group that 1s prepared 
and efficiently on your D 


You can meet us face ! 


Singapore 


Australia and Ne 
Banking Group Limitec 


lOCollver Quay, No, 08 
Singapore 0104. Telep! 


23336 GEN 12010 [FX 


Hong Kong 
ANZ Financ 


th Floor Alexandra H 


16-20 Chater Road 


telephone: 5-215511. telex 
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. over the last six to 10 years that in fact 
increases'in profits have varied fairly 

. dramatically, so we haven't tried to 

— show a consistent 10%, 15% or 3% or 

— whatever, he said. The British 
Monopolies Commission confirmed 
that the details of the inner reserves it 
had been supplied "showed that the 
convention of linking the trend of dis- 

- closed results to actual results has been 
followed." 

Recent reported earnings reflect a 
‘slowdown in growth, in large part the 
result of provisions for bad property 

_ loàns in Hongkong. In 1983 net at- 
_ tributable profits were just 6% ahead 
. at HK$2.49 billion, marking a further 

_ slowdown on the 11% earnings growth 

. reported in 1982. The retreat would 
_ have been greater but for the exchange 

Ü gains from Marine Midland and from 

_ Euromarket positions. | 

- . Excluding attributable earnings 

. from Hang Seng Bank, Wardley, 

. 100%-owned British Bank of the Mid- 

_ dle East (BBME) and Marine Midland, 

the parent and other subsidiaries and 
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_ Singapore. In addition, 1997 jitters 
_ continued to depress HK dollar lend- 
- ing, with loan growth one-sixth of 
_ what it was during the 1979-81 boom. 
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amhe bank's relatively generous di- 
M vidend distribution policy con- 
— M tinued last year with a 10% in- 
_ crease in the payout plus a one-for-four 
- bonus issue (one for 10 in 1982). Bonus 
issues are a traditional feature and are 
- favoured by local investors, who make 
—up the majority of the bank's share- 
holders. (An analysis of the bank's 
_ ownership at the time of the Royal Bank 
- of Scotland bid found that 73% have 
. registered addresses in Hongkong and 
. 20% in Britain.) The dividend policy 
_ means that recently in times of pro- 
nounced weakness in Hongkong's mar- 
. ket — often the result of political panic 
—— it has been possible to buy bank 
‘shares at a higher yield than is offered 
on the bank's own savings accounts. 
-The bank has increased its disclo- 
_ sure in the past two years by starting to 
" break down loans and deposits. At the 
- end of 1983, advances amounted to 
49% of group assets. Then came cash 
and short-term funds, 25.3%, deposits 
with banks due within 12 months, 
12%, investments 4.7%, fixed assets 
3.9% and other accounts 2.595. 

Out of group advances, commercial, 
industrial and international trade 
loans were 19.4 percentage points out 
of the 49%, property 10.5 points, 
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others (including utilities and hire 
purchase) 7.6, individuals 5.9, finan- 
cial institutions 3.1, and shipping 2.5. 
This means in reality that property ac- 
counted for 21.5% of the group's total 
advances. Established group practice 
is to limit the exposure of any group 
company's loan book in property at 
any one time (including mortgage fi- 
nance) to 25% and at the very most 
30%. 

The current position in Hongkong is 
that about 25-26% of loans are in 
property with mortgage lending ac- 
counting for almost a third. Purves 
says this same position applied even at 
the height of the property boom. 

On the group liabilities sides deposit 
accounts made up 50.4% of total depo- 
sits excluding inner reserves — re- 
serves are grouped together with depo- 
sits in the accounts though strictly 
speaking they should be considered as 
equity — savings accounts 20.3%, de- 
posits from banks 11.6%, current ac- 
counts 8.8%, government accounts 
4.5% and other accounts 4.35%. Over- 
all deposits have shown compound an- 
nual growth since 1969 of 26% while 
the ratio of advances to deposits at 
year end stood at 54.4%. 

Total group deposits in the 1983 ac- 
counts (including inner reserves) came 
to HK$411.28 billion (HK$335.45 bil- 
lion previously), up 22.6%. The figure 
for the parent was HK$155.59 billion 
(HK$131.34 billion previously), up 
18.5%. The larger growth in the group 
figure reflects the profit made from the 
20% fall in the Hongkong dollar last 
year. 

Behind the numbers, there has been 
a noticeable change in the group make- 
up since Sandberg took over as chair- 
man in 1977. Sandberg's rule — and in 
the Hongkong Bank "rule" is the ap- 
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| major institutional shareholdings to 
question the chief executive's author- 
ity at board level (under the bank's re- 
gulations no one person can be the 
holder or ibtérestad; party in more than 
1% of the issued equity) — has been 
notable for two major developments. 

First, in Hongkong there has been 
the willingness to back Chinese en- 
trepreneurs often against the traditional 
expatriate-controlled hongs. Prime 
examples are the bank's close relation- 
ship with Hongkong's two best-known 
Chinese businessmen, shipowner Sir 
Yue-kong Pao, and property developer 
Li Ka-shing, both of whom have been 
made directors, The ability to make 
appointments to the bank's board — a 
Who's Who of the commercial estab- 
lishment in the territory — gives the 
chairman major powers of patronage. 

These non-executive directors play a 
less direct role in group affairs than in 
most companies, in large part because 
of inherent conflicts of interest stem- 
ming from the board's composition. 
For example, a Jardine Matheson 
chairman can hardly discuss lending 
policy to a competitor. This increases 
the power of executive directors, of 
which there are currently only four 
based in Hongkong. 

The bank's largely political decision 
to back rising Chinese has predictably 
provoked criticism from more tradi- 
tional quarters, though in commercial 
terms it has paid off handsomely — a 
case of backing the new money against 
the old. Perhaps the most controversial 
incident came in 1979 when the bank 
sold its stake in local conglomerate 
Hutchison Whampoa to Li — for an 
extraordinary profit of HK$517.6 mil- 
lion — without even bothering to soli- 
cit bids from Jardine Matheson or 
Swire Pacific, both of whom had ex- 
pressed an interest in the company. 


ment of minority shareholders 

were raised at the generous terms 
offered to Li. He had paid only 20% of 
the total consideration by the end of 
1979 with the option to defer payment 
of the balance until 1981. Yet in 1980 
both Li and Pao were gearing up on the 
bank's credit to attack Jardine's tot- 
tering empire. The corollary of this 
willingness to take a punt on the am- 
bitious Chinese businessman was the 
support of Carrian and its chairman 
George Tan. Sandberg has taken much 
of the blame for this major error of 
judgment and it seems most unlikely 
that he did not personally endorse the 
bank's lending to the collapsed prop- 
erty group. 

The episode also reflects the very 
personalised manner in which the 
bank performs its credit analysis. Un- 
like most banks, which have a struc- 
tured system of credit committees, the 
Hongkong Bank retains a more indi- 
vidualistic approach in which each 
manager, right down to branch level, 


E^ and questions of treat- 










a “L oyalty, esprit de corps and pulling 
together” are the qualities cited 


the chummery tradition 


y. Hongkong Bank director and 


inel group staff controller Robert 
Farrell to sum up the qualities the 
Hongkong Bank seeks in its em- 
ployees. 

The bank recruits trainee graduates 
with a view to career employment. The 
lure, especially in the early days, is at- 
tractive expatriate benefits rather 
than large cash salaries. After only four 
years service — -just reduced from eight 
— an employee is entitled to a £50,000 
(US$63, 500) personal mortgage at just 
2% interest with no principal repay- 
ment until retirement. The 50% is due 


and the rest five years later. Wittier - 
employees call this the "golden h hand- a 


cuff. io oe n 
Less pleasant for a | young e x u 
is that he has virtually no say in whe 


he is posted — to question a decision. 


would surely invite disapproval if not 
outright censure. Still the material 
benefits clearly outweigh the loss of 
mobility. Bank records show that since 


1979 there have been 63 international- - 
officer resignations: (excluding. early 


has his own 1 éredit limit. If he ahei to Į 
exceed it, there is a straightforward re- | 
ferral system tothe next man up. the 


line right up to the chief executive: 


Sandberg claims any client can get. a f 


basic decision on a loan request within 


24 hours, though legal details now take «| 
much longer to iron out. This allows for | 


greater flexibility than is found in 
other banks, though the bank's bad ex- 
perience with property exposure has 
now resulted in more formalised ar- 
rangements leading to much more 
legal work. In the recent past major 
facilities were agreed in two-page 
documents. 

Sandberg is often portrayed as an 
entrepreneurial figure, more aggres- 
sive and risk-oriented than is thenorm 
with commercial bankers, a charac- 
terisation which he dismisses as a 
cliche. However, Hongkong-based 
businessman Bill 
made a reputation for turning round 
troubled companies, including 
Hutchison at the bank's request prior 
to the Li buy-in, remembers Sandberg 


once telling him: “We are horse traders. 


like everyone else! " | 
That adventurous spirit is seen in the 
most important feature of Sandberg's 


chairmanship — the bank's ácceler- 


ated expansion overseas, the result of 
Sandberg’s own correct perception 
that the bank had outgrown it$ home 


Wyllie, who has. 














.the natural product, critics allege, 


retirements). This translates into an an- 
nual wastage rate of little more than 2%. 

The bank's policy excludes reeruit- 
ing bankers from outside, only looking 


beyond the group when seeking spe- 
cialists in areas like law or computing. 


Otherwise, the stress is on learning on 
the job and moulding the individual to 
the organisation. "We take the view 
that practical experience is the most 
important aspect of one’s develop- 
ment,” said Farrell. 

However, to promote more modern 
management techniques, the bank last 
year introduced the Hay System, 
whereby executives in the 11 executive 
job grades below | general-manager 
level are e graded ud Tee ase ine It is 

h "the high 
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_the successful bid for 51% of Marine 



















market commercially, even discou t- | 


Midland, the New York state bank, at 
an approximate cost of US$314 mil- 
lion, and then the unsuccessful move 
on the Royal Bank of Scotland. In both 
cases the bank, because of its unique 
history and little-understood position 
outside Hongkong, met fierce regulat- 
ory obstacles, if not downright hostil- 
ity. 


ere it riot for the trenchant op- 
MI position of then Bank of Eng- 
VW Y land governor Gordon Richard- 
son, the bank's bid for the Royal Bank 
almost - certainly would have suc- 
ceeded. Richardson was annoyed be- 
cause the bid effectively undermined a 






| o offer by the Chartered Bank, 


's own amahai sitor - ds 
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mery" — young graduate él 


| their careers in Hongkong i 


gether in a Asics NIE 


Hongkong: s Victoria Peak — and a r 
on individuality. ; 
brs are 249 international [^ 


Chinese in top management pos 
Farrell argues that this is prim: 
legacy of history as the bank. * 


as 1965. (A compradore v was a com 
sion agent who was responsible for all 
the bank's dealings with a local ; 
munity, employing himself any” 
who worked under him. an 


aoci polit al al 
kong, a point the bank y 
tempt to deny despite it 
gins. | 





ania its e" fand b 
move quickly by slapping in 
antly more generous bid. - 
. Britain's Monopolies 
Commission subsequently i 
both bids in a strangely argu 
which, in the Hongkong Ban] 
rested its argument on conflic 
terest which might arise wil 
transfer of ultimate control où 
Britain. It also sought to argue that 

very fact that the Hongkong Bank nat 
proceeded with the bid against 
Bank of England's "clear indica 
that the bid would be unwelcome' 
an indication that it “would not alw 
be prepared to accept the [Bank o 
England's] customary authority. 
Apparently certain mon-exectt 
directors of the Bank of England w 
unhappy with what transpired. An a 
ditional reason for the central bank 
antagonism may well have been w 
it viewed as the Hongkong i Bank's les 
than-cooperative attitude durin 
period when Britain had exchang 
controls and Hongkong was part of 
sterling area. 
If the purchase of the Royal Bai 
had gone through, at a time whe 
bank's shares were enjoying à m 
higher rating (though admittedly 
M was much. Tuned the b 
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: viia, i i oi g said: " We have 
: identified anything. It seems tol me 


ME 
z Certainly, the bank cannot afford to 
ail ehe time i in its bid for a Euro- 


if at may change pelore 
b din e are increas- 
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! inch network. The logic of an 
pansion into Europe remains un- 
allenged, even more so given the cur- 
weakness of European currencies, 
‘hile Britain, for cultural and histori- 
easons alone, must remain the pre- 
ferred target. 
further bid must be only a mat- 
ter of time, but if the bank does not 
ant to bid with cash, it will have to 
ait. for political jitters to calm in 
ngkong. raising the acceptability of 
per. And the current focus on 
i uld mean that any sudden move 
ild be interpreted in the worst possi- 
way... 
bank’ s recent priority has been 
















nursing the numerous problem 
stemming from the property 
oom. and bust, tagged “workouts” 


a. victim of that cycle. "me 





5 lidation. In Hongkong this has 


in the bank. The parent has also 
id to inject capital into Wardley: it- 






























as the young executive usually has a 
mortgage and uses his bank account as 
a vehicle for moving funds around 
rather than to accumulate them. _ 


he core deposit market for both 

the parent bank and Hang Seng is 

the factory worker who puts a 

| fixed amount of his income every 

month into his savings account. Such 

people, the bank argues, are more con- 

cerned with the convenience and ease 

of a banking operation, as well as a 

name they know and trust, than an 

extra percentage point or two in yield, 
especially if they live in outlying areas. 

The foreign banks’ branches tend to 


be TEWI in pumbera and confined to com- | 


menta venis 


ttt 


M amr ri a t a a a rs 

















sired by and reclassified under Wardley Ltd. . 

changed from Antony Gibbs Holdings to Wardley London in 1983. 
182 HSBC adopted the equity method of accounting for major associates. Prior 
je, been retrospectively adjusted to reflect this change. 


| banks." 


tion. to secure 


oad 


mercial areas. The bank has been able 
to make further inroads into the fac- 
tory market in the past 10 years with 
the establishment territory-wide of 
factories on the autopay system. 

The Hongkong Bank Group has a re- 
tail network in the territory of 423 of- 
fices — one per square mile. This has 
been substantially built up in recent 
years and little further growth is en- 
visaged — Hongkong is generally 
reckoned to be verging on being over- 
banked. The second largest presence is 
the Chartered Bank with 120 offices. 
However, electronic banking may 
make such extensive branch networks 
redundant. 


But the most menacing threat is 


likely to come from. the Peking-con- 
trolled Bank of China.and its "sister 


at the retail level, but the real concern 
is that they will uset 
de 









: | y 
Manhattan believing that j in Pie | 
the white-collar executive market, the 
Americans are on the wrong track. 
. These accounts tend to be unprofitable 


They are already competitive | 


ir political p | 
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-year figures (1 970-81)have-to the extent 






Banks showpiece (REVIEW, 30 Aug.). 
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storeys higher than the Hongkong 


The communist banks seem bound to 
demand in future a more formalised 
role in note issue and exchange-rate 
policy, and the bank's pre-eminence 
will be challenged. The one positive as- 
pect to this is that, in contrast to so 
many political developments, the 
Hongkong Bank at least has several 
years to plan its response to what are 
likely to prove very changed cir- 
cumstances. The logical answer must 
be further diversification overseas with 
favoured targets Europe and the US. 

There is clearly, a chance. that 
somewhere in the middle term the 
Hongkong Bank may be subject to the 
same sort of decolonisation process 
that Sime Darby went through in Ma- 
laysia. Although the character and 
V TOSBadement of the bank are inimitably 
British, not only 
do most of its pro- 
. fits come from 

Hongkong but its 
ownership is also 
predominantly 
local. Chinese. 

Although someof 
- ihe 73% of shares 

held by Hongkong 
addressees proba- 
“bly belong to for- 

eign institutional 
holders and for- 
eign-held nomi- 
nees, the bank is 
certainly not pri- 
marily British in 
ownership. Al- 
though a regula- 
tion, © enforceable 
at law, prohibits 
any shareholder 
from-owning more 
than 1% of the 
capital, it is entirely possible that in 
the future there could be an attempt to 
change the character of the bank. 

The Hang Seng Bank enjoys much 
the same strengths as its parent, the 
main difference being that its manage- 
ment is entirely Chinese — in day-to- 
day management it has almost total 
autonomy. This is an arrangement 
which has paid off spectacularly well 
for the Hongkong Bank since it ac- 
quired a controlling 51% stake in Hang 
Seng in 1965 when, in common with 
several Chinese banks, it suffered a run 
precipitated by an earlier slump in the 
property market. The investment was 
subsequently. increased to above 61% 
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between 1973 and 1978. 


Since 1973, when it was floated, 
Hang Seng has enjoyed compound. an- 


nual earnings and dividend growth of 
nearly. 27%, a record 







which reflects 


The Mandarin, Hong Kong. 
Sparkling into its 
twenty-first year. 
















ye —M————- - 


1963. It was a very good year. For that 
was the year the champagne flowed when The 
Mandarin, Hong Kong first opened 
its doors. Not that this makes The 
Mandarin Asia's oldest hotel. printere 
Far from it. And we've never had 
any desire to be Asia's biggest. No, 
we're quite content, as we enter our 
21st year, to continue to be Asia’s best 
hotel. As René Lecler has confirmed 
yet again in the latest edition of his 
authoritative “The 300 Best Hotels in 
the World’. 


At The Mandarin, dé 
Hong Kong you will =, — ^» — 2 
encounter service that seems 
to possess an uncanny ability for anticipating 
your every need. And accommodation that 
exudes taste and refinement. As well as restaurants 
Lecler has deemed the finest in a city more than 
passingly noted for its fine cuisine . . . and well-stocked 
wine cellars. Which is cause in itself for something of 
a celebration. 





The Mandarin, Hong Kong. 


A member of Mandarin International Hotels. 


Hong Kong: The Mandarin, The Excelsior, The Royal Garden. Macau: The Excelsior. Bangkok: The Oriental, The Royal Orchid 
Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: The Oriental (1985), Kuala Lumpur: The Oriental (198 
For reservations, call TheJeading“Hotels of the*World or your travel agent 





Ihe quality of Pakistani sports gear is 
a winner on famous playfields of the world. 


From the numerous workshops of Sialkot, hallmark across the globe—an urge for 

renowned for its sports goods the world over, perfection, an eye for detail. 

to major playfields around the globe...the 

quality of Pakistani sports gear is out and out a A modern, wide-body fleet flying with smooth 

winner. Meticulous, measured and precise, it’s efficiency to major cities in four continents. 

the first choice of international stars. Pakistani hospitality. Sophisticated 
engineering and maintenance facilities to 

Pakistan, recognised the world over for overhaul PIA aircraft and those of other 

excellence in handcrafted sports goods, is also airlines. 


known for its airline: Pakistan International. 
Get to know the enterprising airline of a 
Pakistan International carries the nation’s dynamic people. Fly Pakistan International. 


PIA & Pakistan 


-an urge for perfection, an eye for detail. 


PIA 


Pakistan International 
Great people to fly with 


PIA FLIES TO 62 DESTINATIONS ON 4 CONTINENTS: ABU DHABI* AMMAN* AMSTERDAM ATHENS * BAGHDAD * BAHRAIN BANGKOK + BANNU* BEIJING * BOMBA Y « CAIRO + CHITRAL 
COLOMBO * COPENHAGEN» DAMASCUS + DELHI* DHAHRAN « DHAKA *D.|. KHAN*DOHA * DUBAI * FAISALABAD* FRANKFURT *«GILGITe GWADAR'HYDERABAD ISLAMABAD ISTANBUL 
JEDDAH JIWANI *KANO*KARACHI*KATHMANDU*KUALA LUMPUR * KUWAIT « LAHORE *LONDON* MANILA * MOENJODARO * MULTAN s MUSCAT* NAIROBI « NAWABSHAH s NEW YORK 
PANJGUR * PARIS « PASNI« PESHAWAR QUETTA « RIYADH* ROME» SAIDU SHARIF » SHARJAH «SINGAPORE *SKARDU*SUI«SUKKUR TEHRAN «TOKYO «TRIPOLI« TURBAT* ZHOB 
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Now you can buy property in California 
and Australia as easily as you buy it at home. 





With thefirst and only eese occae esses qoi ip i RN 
Overseas Property Findtcing |- aoaaa Mer credi cen ou, speciei trninea 
Program from Citibank’s conte pan arg aer asena 
Asian Banking Center. idera va i) ed ir Ge ec en 


the world's leading financial institution with offices in 











We at Citibank understand that buying properties 94 countries and assets that exceed US$140 billion 
overseas is a complicated and tedious procedure. You So. get in touch with us right away 
have to fly there and wait for the deal to be finalized. AA —À — —À —— M — — —— Se ——— — 
What's more it is not easy to finance vour purchase in | Please send me more information on: Other ABC products of: | 
the United States if vou have no credit history there. | Real Estate Program Singapore | 

; l California Australia Hong Kong | 
To help vou solve all these problems. we have specially | _ Available from ABC San Francisco | 
designed a program to finance vour purchase of residential | Singapore Hong Kong 
and commercial properties in California and Australia. | Name 
Your Personal Financial Officer can arrange a term loan | Address: 
of up to 20 vears for vou in Hong Kong or Singapore. | 
We can make all the other necessary arrangements for | F —— 
vou including property valuation and signing of legal a AO = 
documents. There is even am Asian Banking Center office | 

| 


located in San Francisco. This means vou don't have to 
travel overseas to get the deal finalized. ——— A— —— " 


ASIAN BANKING CENTER 
SINGAPORE e HONG KONG * SAN FRANCISCO CITIBAN(€CS 





e Singapore: One Shenton Way. Singapore 0106. Tel: 224-5757 Telex: RS 22462 CITABC or 268 Orchard Road, Yen San Building, Singapore 0923. Tel 732-2288. Telex RS37446 CIT ABE 
e Hong Kong: Lee Gardens. 37 Hysan Avenue, Causeway Bay. Hong Kong. Tet 5-761341 or call our Hot Line $-299-166 7 to enquire about the nearest Citibank branch 
€ San Francisco: Asian Banking Center, Citibank International. Citicorp Center, 24. F, One Sansome Street. San Francisco CA94104. USA. Tel: (415)627-6495 Telex. 278 174 


The International Business Class Hotel 
Is taking off in Asia — 
Your investment can grow with it 





Concept Which Works 

Today's traveller is different. He has discerning tastes; 
he demands the finest from his hotel. But he is also 
price-conscious. Today's traveller demands more value 
for his money. Ramada Renaissance Hotel is a unique 
concept which finally answers this unmet need in the 
travel industry. 

Every Ramada Renaissance Hotel offers top-class 
service and facilities expected by today's demanding 
traveller. Yet, prices remain attractive. 


Log of Successes 

Since their introduction in 1981, Ramada Renaissance 
Hotels have shown a track record of success. 

To date, US$ 1.2 billion has been committed to 
Renaissance projects around the world. Now, there are 13 
Ramada Renaissance Hotels in the United States, Canada, 
England, West Germany, and the Middle East. And we 
are committed to opening 8 Ramada Renaissance Hotels 
in Asia by 1988. 


Worldwide Reservations 

Room Finder Il — the Ramada on-line hotel 
reservations system — is among the most advanced in 
the world. This reservations system connects all Ramada 
hotels and sales offices, and selected travel agents and 
airline offices around the world. 







RAMADA 


KENAISSANCE. 


International Sales and Marketing 

Ramada operates one of the largest sales networks in 
the industry, with offices and representatives in 30 cities 
in 21 countries. 

Throughout the world, innovative advertising and sales 
promotion programmes support the Ramada 
Renaissance Hotels. 


No-nonsense Management 

Ramada believes in a no-nonsense management style. 
It shows in our approach to development costs. We 
present luxurious yet sensible design concepts. And we 
offer a complete programme of international hotel 
management services. A total package that is unique in 
the hotel industry. 


All this — plus 30 years of experience in the hotel 
industry — have made Ramada the world's third largest 
hotel chain. 

Join the Ramada system today, and share in our 
success — in many different ways. 


For more information on Ramada Renaissance Hotels, 
or any other opportunities available in our growing 
system of over 600 Ramada Inns, Ramada Hotels and 
Ramada Renaissance Hotels, contact Mr. Patrick Allante, 
Room 1117, Star House, Tsimshatsui, Hong Kong 
(Tel: 3-723661 1). 


HOTELS 


WE RESERVE THE WORLD FOR YOU 


In Hong Kong: 3-7238855, 1117 Star House, 3 Salisbury Road, Kowloon, Hong Kong, telex 51252 
In the Region : SINGAPORE 02-3360811 MALAYSIA Kuala Lumpur 03-414081 JAPAN Tokyo (03)2723888 
AUSTRALIA Sydney 02-276125 or 008-222-431 (toll free) 
In the U.S. : 1-800-228-2828 (toll free) or call your local travel agent 
In the region: Tai-Pan Ramada Hotel SINGAPORE, Gazcbo Ramada Hotel SYDNEY, Gazebo Ramada Hotel BRISBANE, and Ramada Renaissance Hotels at MALACCA (opening November), 
SAN FRANCISCO (opening October), COLOMBO (opening 1985), SINGAPORE (opening 1987). 


Renaissance Hotels also at: ALEXANDRIA, ATLANTA, ATLANTIC CITY, DENVER, DUSSELDORF, GENEVA, HAMBURG, JERUSALEM, KARLSRUHE, 
SARATOGA SPRINGS, SASKATOON, TORONTO, WASHINGTON D.C. 
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opened a- branch KR les yes 1 Nes 
more active in the local inter-bank 
market than its parent. 

The Hongkong Bank clearly hopes 
Marine Midland will prove a repeat of 
Hang Seng's success and indeed the ac- 
quisition of control of the US bank 
may prove to be the outstanding 
achievement of Sandberg's career. 
Like Hang Seng in Hongkong, Marine 
Midland's substantial local deposit 
base (in up-state New York) provides a 
strong grassroots base, a feature which 
attracted the Hongkong Bank. Also, its 
depositors tend to be shareholders, 
another favoured point. 

The 14th-largest bank in the US and 
the seventh-largest in New York State, 
Marine Midland had assets of US$22.9 
million at the end of 1983, with its 
loans spread evenly among consumers 
and small businesses, large corpora- 
tions and internationally, a well diver- 
sified group of countries. But overseas 
the Marine Midland acquisition, 
bought at a discount to assets when the 
US bank was in need of capital, is al- 
ready vindicated, even discounting the 
subsequent strength of the US dollar. 

The deal deserves to be contrasted 
with other later foreign bank entrants 
into the US, the most unhappy of 
which has been the British Midland 
Bank's purchase of Crocker Bank of 
California. 


ince the Hongkong Bank bought 
in, there has been a marked im- 
provement in earnings. Marine 
Midland ran into operational difficul- 
ties in the mid-1970s, principally with 
wholesale banking in Britain, while its 
US operations, though solid, required 
capital. Since 1979 return on average 
assets has grown from 27% to 48%. 
The improvement has been reflected 
on the bottom line. In 1983 attributa- 
ble profits grew 7% to US$92.9 million 
with the Hongkong Bank's share up a 
hefty 28% thanks to currency gains. 
However, narrowing margins mean 
that Marine Midland is unlikely to 
show similar growth this year. 

As with Hang Seng, the parent's po- 
licy is to allow Marine Midland man- 
agement operational autonomy 
there are biannual summits between 
chairmen to achieve some coordina- 
tion. There is, however, a general 
group policy to position for deregula- 
tion in the US where banking is still 
largely confined within state bound- 
aries. Both Marine Midland and the 
Hongkong Bank have filed applica- 
tions to set up so-called "limited 
banks" in selected states where it is 
hoped to exploit a legal loophole which 
allows banks to expand across state 
lines as long as they do not offer a full 
range of banking services. 

Also, Marine Midland last year 
bought the CM & M Group, one of à 
select group of 36 US Government 
securities primary dealers. The bank 
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initially cap italised at US$100 million. 
(The need as a group to exploit any de- 
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‘regulation in the US is all the more 


critical with the continued lack of a 
substantial European deposit base.) 

The third string to the Hongkong 
Bank's international bow is BBME 
which has one of the larger branch net- 
works in its region. Since the bank 
bought into BBME in 1959, the earn- 
ings record has been good though not 
spectacular. Profits were down last 
year as lower oil prices reduced deve- 
lopment spending in the region. Net 
profit rose to £22.35 million (US$28.5 
million) with the dividend paid to the 
parent £15.75 million. 

In 1980 the head office of BBME was 
transferred from London to Hong- 
kong, a sign of increasing integration 
with the parent, which is now respon- 
sible for management and recruitment. 
The board consists entirely of Hong- 





kong Bank personnel. BBME has 
major representation in Oman (20 
branches), the United Arab Emirates 
(17), Lebanon (10) and Bahrain (nine). 
It also owns 40% of the Saudi British 
Bank. The bank sold to Citibank in 
July the previously 100%-owned Mer- 
cantile Bank, also acquired in 1959, 
after the transfer of Mercantile's 
branches in India, Japan and Mau- 
ritius to the Hongkong Bank. The 
group impact is minimal as Mercantile 
earned only HK$9.7 million last year. 
The remaining commercial banking 
operations come under the parent. The 
group has an extensive spread of of- 
fices throughout East Asia, which is 
especially useful for trade financing as 
well as servicing the Overseas Chinese 
communities. (The growing impor- 
tance of fee income from trade servic- 
ing showed up in the parent's 1983 bal- 
ance-sheet in which liabilities of cus- 
tomers for engagements — such mat- 
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42% to HK$2.01 billion.) 
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representation is Malaysia, with 
44 branches, and Singapore, with 
23. These two are reckoned to account 
for about 10% of total group earnings. 
In Malaysia the bank continues to pre- 
pare for eventual localisation of opera- 
tions under that countrv's New Econo- 
mic Policy. However, capital restruc- 
turings have now been postponed by 
the Malaysian authorities. Brunei has 
also been a significant source of earn- 
ings for many years. The bank has a 
long-established presence there and 
enjoys close relations with the ruling 
sultan. 

In China the Hongkong Bank con- 
tinues to have the largest representa- 
tion of any foreign bank, with five 
branches. The key office is Shanghai 
where the bank has had a continuous 
presence since 1865 apart from the 
years of Japanese occupation. 

The Shanghai branch is also one of 
only four foreign bank branches al- 
lowed to conduct commercial banking 
inside China. The others are the Char- 
tered Bank, the Bank of East Asia and 
Oversea-Chinese Banking Corp. of 
Singapore. The bank believes that of 
some 60 banks currently with repre- 
sentative offices in Peking, it is one of 
the few actually making money in 
China, 

The bank last year also achieved full 
branch status in Taiwan. This required 
it to have made loans of US$180 mil- 
lion or more to Taiwan companies 
within the previous three years. 

Outside Asia, the most noteworthy 
development has been the recent deci- 
sion to wind down the bank's modest 
and unprofitable retail presence in 
Britain to allow for a greater concen- 
tration on corporate and wholesale 
business. Some 300 employees were 
dismissed following a review of British 
operations. Banking activities will in- 
creasingly be coordinated with the 
merchant-banking business of 
Wardley London, formerly merchant 
bank Antony Gibbs Holdings, as part 
of the continuing European thrust. The 
bank bought a 20% stake in Antony 
Gibbs in 1973 and increased it to 100% 
in 1980, Last year it was given a £22 
million capital injection and renamed 
to provide greater group identity. 

The recent agreement to buy leading 
London stockbroker James Capel 
(REVIEW, 13 Sept.), suggests the bank is 
hoping to forge an American-style in- 
vestment bank with sufficient capital 
clout to compete in the City of Lon- 
don's fast-changing marketplace, 
while also complementing Wardley's 
substantial presence in Asia. 

Other than banking activities, the 
group has insurance interests in Hong- 
kong, Australia, Britain, Singapore 
and the Middle East. There is also an 
investment company, Grenville Trans- 
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. Net profit last year increased to 
 HK$104 million from HK$76 million 
. in. 1982. 
Another profitable and politically 
astute investment is the 48% stake in 
the South China Morning Post, Hong- 
. kong's principal publishing house and 
d . leading English-language newspaper, 
which also holds a 51% stake in the 
A . REVIEW. The Post reported net profits 
4 last year slightly down at HK$49.5 
. million. 
— But, whatever the diversification by 
_ business or by region, the bank's finan- 
cial stength and standing, both inter- 
nationally as well as in Asia, will con- 
tinue to rest on what until now has 
_ been its impregnable position in Hong- 
_ kong. As a key element in the fabric of 
. colonial rule, its fortunes are inextri- 
 eably intertwined with the political de- 
Sstiny of the territory, whatever legal 
Bursngemente are entered into. For if it 
s true the bank could survive a Hong- 
kong wipe oüt, as it did during the Ja- 
 panese occupation, it would be survi- 
val in a strangely dismembered, if not 
neutered, form. ü 


| L 3y Lincoln Kaye in Singapore 

C ver the past 20 years, Chinese 
ww family- and government-backed 
competitors have broken the genera- 
Esa dominance of Singapore 
ba anking by the Hongkong Bank and its 
longtime rival, the Chartered Bank. 
But the foreign institutions still re- 
main in a class by themselves in a 
ee-tiered market: the locally incor- 
_ porated Big Four market leaders, the 
two colonial-era grandes dames, and 
EB the pack of recently established 
foreign banks. 

— The Hongkong Bank and Chartered 
etain their lead because of the cus- 
“tomer bases built up in their colonial 
Pt heyday and the branch networks they 
put in place before Monetary Author- 
ity of Singapore regulators clamped a 
= virtual moratorium on foreign-bank 
E branching in the early 1970s. Char- 
ed won out in the previous decade's 
B iaruble for branches, emerging with 
(a 20-branch network, but the Hong- 
kong Bank's 11 branches still place it 
n well ahead of the other foreign com- 
. petitors. That gives thetwo banks a re- 
E. .. tail-deposit base to fund their Singa- 
F pore lending. 

k- The Hongkong Bank has been at 
| pains to make the most of this edge in 



















recent years, shifting existing 
branches to better locations and up- 
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By James Clad in Kuala Lumpur 


he big question hanging over the 
Hongkong and Shanghai Bank in 
Malaysia continues to be when this 
largest of the remaining foreign- 
owned commercial banks (the other is 
Chartered Bank) will be restructured. 

There is a clear government inten- 
tion that there must be a capital re- 
structuring under Malaysia's New 
Economic Policy (NEP), requiring the 
transfer of at least 30% of foreign bank 
equity to bumiputra (indigenous, 
mainly Malay) investors and 40% to 
other Malaysians by 1990. But there is 
considerable doubt here that funds to 
accomplish the transfer can — or 
should — be raised in the immediate 
future. 

The most recent pronouncement on 
the topic came from Prime Minister 
Datuk Seri Mahathir Mohamad, who 
told a New York audience in January 
that Malaysia had "postponed" the 
equity restructuring of the Hongkong 
Bank and Chartered. The prime minis- 














introduce automatic teller machines 
(ATMs) to Singapore and the first to 
offer continuously compounded in- 
terest on savings deposits. 

But such innovations are quickly 
matched by the competition, and on 
the retail front the bank can fight no 
more than a holding action. Prolifera- 
tion of branches of local banks and of 
A'TMs point to a clear trend: like other 
foreign institutions, the Hongkong 
Bank increasingly will have to rely on 
institutional deposits and the Asiadol- 
lar market for funds. 

Nonetheless, the bank remains at a 
funding-cost advantage over other 
foreign competitors, as reflected in its 
prime rate, which hovers about mid- 
way in the 100 basis-point gap be- 
tween that of the local Big Four and 
those of the major American banks. 

The. Hongkong Bank is well- 
positioned to go after wholesale and 
offshore-currency balances. Its strong 
Southeast Asian branches (relative to 
the more recent American, European 
and Japanese arrivals) cast wide its 
Asiadollar net. And its customef base 
of trading companies (vs the Chartered 
Bank's stable of British multination- 
als) makes for a steady turnover of 
commercial deposits in the bank's S$5 
billion (US$2.33 billion) Singapore 
belencesnhest, Bebween the two of 
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ter contrasted Malaysia's buy-out ap- 
proach to gaining control of foreign- 
owned assets to the forced nationalisa- 
tion practised elsewhere, but said that 
a massive share purchase “would not 
be good for the economy at the mo- 
ment." Malaysia's balance-of-pay- 
ments position does not allow it to buy 
into the foreign banks at present. 

Along with Chartered, the Hong- 
kong Bank presented some closely 
guarded restructuring proposals to the 
government in March 1982 (REVIEW, 2 
Apr. '82), but since then sentiment in 
the government has changed. 

For one thing, the cost of a30% stake 
in both banks could easily be more 
than M$1.5 billion (US$643.8 million) 
on the basis of several bank 
economists’ calculations: only a few 
Malaysian institutions, such as the 
Employees Provident Fund, are 
thought to have access to sufficient 
financing to take on such a large com- 
mitment. 


them, the Hongkong Bank and Char- 
tered have a 20% share of the Singa- 
pore dollar deposit base — an amount 
roughly equivalent to the Singapore 
dollar deposits of all the other foreign 
banks combined. 

In fact the bank is even more liquid 
in Singapore than it is worldwide, with 
a Singapore loan-to-deposit ratio of 

46% in 1983, compared with 54% at 
the group level. 

Still, the bank's loan portfolio as a 
proportion of its assets is rising, and 
the 1983 loan-to-deposit ratio is an in- 
crease over the 40% recorded the pre- 
vious year. Paul Selway-Swift, the 
Hongkong Bank's deputy manager, 
who heads the bank's 1,200-staff local 
operation, points out that the lending 
book is virtually free of any major ex- 
posure to Singapore's troubled prop- 
erty sector, focusing instead on man- 
ufacturing and trading companies. 


Ac of the bank's Singapore 
earnings come from trade finance, 
with more than 100 staffers employed 
in this area. This emphasis has spared 
the Hongkong Bank the rash of write- 
offs now afflicting other Singapore 
banks, though it has also meant slug- 
gish earnings growth over recent years. 

Without an extraordinary gain from 
the sale of part of its stake in the gov- 
ernment-run Development Bank of 
Singapore, the local operations of 
Hongkong Bánk would have netted 
considerably less than the S$73 million 
reported in 1983 — in fact, something 
nearer the S$57 million earned in the 
previous yeár, bank sources say. Pro- 
fits are erem ote to come in at 
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the country's commercial bank s. 
but now the figure has shrunk to 29%. 
Bank Bumiputra and Malayan Bank- 
ing alone had assets of M$24 billion 
and M$14 billion respectively at the 
beginning of 1983, making these two 

institutions the country’ s largest com- 





Malaysia to eH compute rise: 
all 36 branches, including six in Sabah 
and three in Sarawak, are on-line to 
the bank's central computer. 

Jacques said the bank's traditional 
clientele — perceived to be mainly Ma- 





a 777 H af. 
mercial banks. ^ laysian Chinese — had grown with the NPK Ap pP d 2 U 
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ing M$3.5 billion in Malaysia though | sector, which includes the so-called NPK type 16-16-16 
the exact figures remain confidential | "special loans scheme" (for financing NPK type 22-22-0 
to the Dans Me to Bank Negara (the | companies capitalised at M$250,000) ° 
central bank). and for lending to bumiputras. The | Te | 
Bank Negara has for some years pre- | bank's operation in East Malaysia has DANUBIANA "Tra 
vented the Hongkong Bank and Char- | been particularly bountiful. In ‘Sabah EE For Foreign Trad 
tered from opening new branches | and to a lesser extent Sarawak the BUCHAREST 7000 ! 
(their totals stand at 36 and 35 respec- | timber industry, cocoa and palm-oil || ROMANIA | 
tively). Moreover, the government now | plantations and, increasingly, small || 20? A. Splaiul Independents 
directs its agencies and public corpo- | manufacturing enterprises, have re- || cect 6 | 
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Bank is relying to an increasing extent | sition as the third largest (and possibly | P. O. Box : 3915 
on trade: financing as a source. of | the second most profitable) e commer- 


revenue. — | cial bank in Malaysia. — . —s- 





















around S$60 million this year and to | — In recent years, though, ` ‘we have as- 
stay close to that level incoming years. | sumed a lower profile," C meede 
Companies within the Hongkong «| and profits have stood ät less than-hal 
Bank's stable of Singapore subsidiaries: | their earlier peak. Part of the prob. 
and affiliates are tightly coordinated: | LW 
in their activities, particularly since 
the arrival two years ago of the bank's 
chief executive officer, J. A. P. Hill; 
who is involved in each subsidiary 
either as chairman, a director or a | 
key committee member. The group: me fi 
cludes: 2 Ps 
» Wayfoong Mortgage and Fihance 1. Š 
(S), currently in the doldrums with mel 
glutted property market and stiff gov- 
ernment levies against car ownership. 
» Carlingford Insurance Brokers (S) 
Pte, still in its start-up phase, but 
slated for an important role in the 
group's marketing thrust, with its em- 
phasis on provision of total business 
services. | 
» Hongkong Bank Trustee (Singa- 
pore) which, though one of the most ac- 
tive and best regarded in town, still 
acounts for a relatively small share of 
the bank's earnings. With new vistas of 
trust business opening up through the 
government-promoted company wel- 
fare schemes, though, Selway-Swift 
sees good expansion potential. 
» Wardley, the bank's merchant- 
banking arm. In the “halcyon days" of 
1981, recalls Wardley's managing di- 
rector in Singapore, Nicholas Carp, the 
firm acted in half the new share issues 
and virtually all the corporate finance 
transactions (in one role or another) in 
the country. Profits stood at close to 
S$12 million — ir prese with a total 
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thé ee don Min Tunas juild- 
ing from: the fallen Carrian empire 
(REVIEW, 12 July), After withdrawing 
the downtown office block from public 
auction when bidding stalled at S$32 
million, Wardley has finally succeeded 
in finding a buyer, Carp reports. Al- 
though the price received is reportedly 
well above the highest auction bid, it 
still leaves the bank taking a sizeable 
loss on the S$43 million mortgage plus 
$$5 million accrued interest charges. 

With corporate finance activities in 
temporary eclipse, the loan book bog- 
ged down with Tunas and other prop- 
erty loans, Wardley has lately drawn a 
disproportionate share of its earnings 
— nearly 40%, in Carp's estimation — 
from its treasury dealings. But the 
bank looks forward to a resurgence of 
corporate deals and a major expansion 
of its investment services. Carp pre- 
sents this initiative in terms of 
Wardley's moves towards the ` “fing j= 
rket” concept. 
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E a delinquent son who has run 
wild, the Hongkong and Shanghai 
Banking Corp.'s merchant bank sub- 
sidiary, Wardley, has been reined in by 
its parent. Established in 1972 and 
soon placed in the charge of former 
stockbroker Ewan Launder, Wardley 
built up a reputation for headlong pur- 
suit of growth as it sought an identity 
independent of that of the bank. 

Assets soared as staff, on salaries 
heavily geared to profits, pursued deals. 
Wardley also moved heavily into quasi- 
banking operations where the Hong- 
kong Bank was unwilling to venture 
because of its central-banking role. 
Nemesis struck in 1982 as Hongkong's 
property market crumbled. Wardley 
found itself heavily over-extended as a 
lender and discredited as a financial 
adviser — it often acted in both roles 
for the same client. 

The result was a re-assertion of 
parental control and an infusion of 
capital. Meanwhile, reported earnings 
had tumbled. From a high of HK$201 
million (US$25.8 million) in 1981, net 
profit fell to HK$164 million in 1982 
and HK$75 milllion last year reflecting 
further “prudent provisions,” Brea 
ily for bad Hongkong loans. 

The Hongkong Bank in 1982 had to 
cover Wardley "against certain ac- 
counts" — including the Carrian group 
— and Wardley's 1983 accounts again 
noted that Wardley's “ultimate holding 
company” had undertaken to cover 
against certain losses which might be 
incurred from “specific advances” 
made by the group. 

This support was boosted in Sep- 
tember 1983 with a HK$200 million 
capital injection, increasing the issued 
capital to HK$760 million. The stricter 
parental role stems from the appoint- 
ments of Willie Purves as chairman 
and John Bond, who was moved over 
from the Hongkong Bank to replace 
Launder, as chief executive. Launder 
moved to London to supervise the 
transformation of merchant bank An- 
tony Gibbs into Wardley London, but 
resigned a few months later to set up 
his own investment business. "Laund- 
er was not sacked," Purves insists. 

Wardley has since been occupied 
with redefining its role in the group. 
The strategy is to build Wardley up in- 
ternationally into an American-style 
investment bank backed by the capital 
of its parent. This means a growing 
concentration in Hongkong on fee in- 
come rather than duplicating its par- 
ent's lending function by bidding ag- 
gressively for assets. 

The current split is 30% feé income 
and 70% interest income, but Bond's 
target is to make it 50:50 during the 
next three years. Said Bond: “I would 
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its provident parent 


see the main sorts of loans as being 
project finance in the region, syndica- 
tion and export credit projects and 
di" ticket leasing transactions.” 
Wardley's activities divide into five 
areas: investment management (more 
than US$3 billion managed out of 
Hongkong), corporate financing, lend- 
ing, banking (techniques like interest- 
rate swaps) and broking. The most in- 
teresting recent developments have 
been on the broking side. Mansion 
House, a Hongkong broker with a rela- 
tively large private client list, has been 
transferred from the parent to 


Wardley, while Wardley earlier this 
year bought the maximum-permitted 
foreign stake of 14.97% in Australian 
stockbroker Rivkin. (In the event of de- 
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where the bank is WEAKEST. The negoti- 
ations with Capel were handled by 
Wardley London chairman Tom 
Welsh, an executive director of the 
bank. (Wardley London is owned by 
the parent with no direct reporting line 
to its Hongkong namesake.) 

With its dominance in Hongkong, 
where it is the largest merchant bank, a 
substantial presence in Australia, 
where Wardley Australia is the flag 
carrier for the whole group (though the 
Hongkong Bank is a front-runner 
among the group of foreign banks soon 
to be awarded banking licences there), 
and the expansion under way in Lon- 
don, Wardley's weak spots are New 
York and Tokyo, though it has repre- 
sentative offices in both. 

Unlike Jardine Fleming (JF), its 
main rival in Hongkong, Wardley has 
been conspicuously unsuccessful in 
Tokyo while JF runs an extremely suc- 
cessful broking operation 
there. That could 
change, however, now 
that the Capel deal is 
going ahead. As for New 
York, Wardley is effec- 
tively prohibited from in- 
vestment-banking ac- 
tivities because of its par- 
ent’s stake in Marine 
Midland. Any develop- 
ment there must await 
deregulation. 

For now, Wardley’s 
reputation rests primar- 
ily on Hongkong and 
Wardley Australia, which 
has enjoyed rapid growth, 
again backed by a reputa- 
tion for aggressiveness. 
For example, it has been a 
major lender to contro- 
versial Australian busi- 
nessman Alan Bond. 
Total assets at year end 
stood at A$801.2 million 
(US$684.8 million) com- 
pared with just A$62.9 
million in 1979, while 


regulation, Wardley would increaseits | operating profit in the same period 


equity to 50% in what is envisaged as a 
joint venture.) 


T: aim is to build up international 
broking and market-making exper- 
tise in line with the current trend 
among stockbroking firms, a strategy 
which was confirmed earlier this 
month when the Hongkong Bank an- 
nounced that it is taking a 29.9% stake 
(the maximum presently permitted) in 
leading London stockbroker James 
Capel with an agreement to buy the re- 
mainder later (REVIEW, 13 Sept.). 

In pure broking-commission terms, 
as opposed to fee income from corpo- 
rate deals, Capel is the most profitable 
broker in the City. It is strongest in Bri- 
tain and Europe and relatively weak in 
Asia, though it has small offices in 


rose from A$900,000 to A$11.2 million. 

Wardley Australia is 67% owned by 
its Hongkong namesake, 20% by 
Marine Midland Overseas Corp. and 
13% by the Tokai Bank, Japan's sixth 
largest bank. John Bond (no relation to 
Alan)is chairman with an Australian- 
based chief executive. 

Otherwise, Wardley has a presence 
in several Asian countries either 
through subsidiaries, branches or af- 
filiates, as well as a strategic presence 
in the Middle East through Dubai- 
based Wardley Middle East where the 
Hongkong Bank's 100% interest was 
again transferred to Wardley at year 
end. This has proved a useful base for 
marketing Asian fund-management 
expertise to Middle East investors. 

— CHRISTOPHER WOOD 
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London avoids its S colony 


e HONGKONG has become an out- 
cast among the managers of interna- 
tional investment portfolios adminis- 
tered out of London. It is now like 
South Africa, a place where there is 
undoubtedly good value in pure in- 
vestment terms, but where the politi- 
cal problems make it too much of a 
risk. There are other opportunities 
elsewhere. Hongkong can be put 
aside until the future is clearer. 

This is the background to the 
lukewarm treatment Hongkong has 
received from international investors 
in the past six weeks. In theory, the 
August announcement by British 
Foreign Secretary Sir Geoffrey Howe 
was extremely bullish. Howe offered 
a binding international agreement in 
effect ensuring capitalism in Hong- 
kong for 50 years beyond 1997 
(REVIEW, 9 Aug.). The stockmarket's 
Hang Seng Index has since been 
marked up 140 points or so, but this is 
not so much a bang as a whimper. 

In London, there is a 
feeling that ` ‘it's too good 
to be true.” If the invest- 
ment community really 
believed that capitalism 
in Hongkong was going 
to survive without taint 
or harm, the index would 
be a good 500 points 
higher. Foreign investors 
need a lot more con- 
vincing. They note that 
the Hongkong Chinese, 
whom they assume are in 
a better position to 
understand the politics of it all, are 
also in no hurry to buy. 

Fund managers are steering clear 
of Hongkong for another reason, too. 
They have been bitten not once, but, 
in some cases, two or three times. 
They are not shy, they are plain 
scared. Brokers tell them it is a “trad- 
ing market” which moves within a 
given range. The obvious thing to do 
is to buy at the bottom and sell at the 
top. The trouble is, the range keeps 
changing. Stockbroker Grieveson 
Grant's Chart Indications showed in 
May that the range was 850 to 1,100. 
Then in June it was adjusted to 700 to 
1,150. Ought they to buy at 700 or 
850, wondered the bemused fund 
managers. In reality, too, when the 
index is at the top of the range, things 
look hopeful and at the bottom, they 
do not. So what happens is that a 
fund's "trading" consists of buying 
at the top of the range and selling 
at the bottom. If a manager does this 
more than once he will pretty soon 
become disenchanted with Hong- 
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kong, which is just about what has 
happened. 

Fund managers suspect, surely 
quite rightly, that Hongkong will not 
be a trading market forever. One day, 
someone buying at the bottom of the 
range will find the market keeps on 
falling. Or else, someone selling at the 
top of the range will find he has miss- 
ed one of the best bull markets Hong- 
kong has ever had: 

There is a third factor keeping in- 
ternational investors out of the mar- 
ket: a lot of institutional money is 
held in trust on behalf of pension 
funds. The trustees of such funds do 
not want to take any kind of gamble. 
Some pension funds have simply told 
their brokers: "We can't have any 
money in Hongkong, our trustees 
won t allow it." 

Other investors have said the 
same. One source told the REVIEW 
that the investment-management 
side of merchant bank Morgan Gren- 
fell was one of them. The 
bank is somewhat cauti- 
ous in talking about this. 
but eventually it agreed 
in response to Shroff's 
inquiries that it was 
"substantially — under- 
weight" in Hongkong 
and has been for a couple 
of years. The normal 
weight is the market 
capitalisation of Hong- 
kong in relation to the 
market capitalisation of 
other stockmarkets, ac- 
cording to Capital International. 

Hongkong accounts for 3% of Far 
Eastern markets. So Morgan Grenfell 
has much less than 3% of its Far East- 
ern money in Hongkong. Ironically, 
Morgan Grenfell has recently opened 
an office in Hongkong which it hopes 
will develop business with China. 
The bank appears to have more faith 
in the development of the Middle 
Kingdom than in the Middle King- 
dom's future territory. 

Several other fund managers, 
though, claim to be optimistic on the 
future of Hongkong. But everything 
is relative. They are often overweight 
compared with the 3% rating given 
by Capital International. But they are 
decidedly underweight compared 
with the amount of stock they used to 
own in Hongkong. G. T. Manage- 
ment, for example, has 17.5% of its 
Far Eastern funds in Hongkong. But 
it readily agrees that in more hopeful 
times, it has had as much as 30% 
there. M & G has around 25% of its 
Far Eastern and general fund in 





Hongkong, and Henderson Baring's 
Far Eastern portfolio is about 8% or 
9%. But again, these are well down on 
the levels of previous vears. Even 
those who are bullish, such as M & G, 
are less fully committed than they 
were. In fact, the whole concept of 
what it is to be bullish on Hongkong 
has changed. In 1981, the bulls had 
more than 40% in Hongkong. Now 
only 15% is required to qualify as a 
rampant risk-taker 
e SHELL-SHOCK over Hongkong 
has left fund managers looking for 
other places to put their money. They 
recognise the Far East as a grow th re- 
gion, but are not so sure which way to 
jump. While Hongkong's political 
wildcat has them scared, both Japan 
and Singapore look expensive and 
some chartists believe they have em- 
barked on bear markets 

That leaves South Korea looking 
more attractive than ever. Its market 
capitalisation is small next to that of 
Hongkong. But next month one of the 
big four Japanese securities houses, 
Nomura, is taking overseas investors 
on a trip to Seoul. Foreign fund man- 
agers regularly make visits to the 
Ministry of Finance (MoF) there, try- 
ing to persuade the civil servants that 
they are the right people to be al- 
lowed to manage the next investment 
trust in South Korean shares 

Shroff learns that Henderson Bar- 
ing hopes to be the first foreign in- 
vestment-management company to 
set up a representative office in 
Seoul. The company says it is to edu- 
cate itself about South Korea and to 
monitor the investments its clients 
have there through the existing in- 
vestment trusts. But if the MoF were 
to invite Henderson to tea and 
suggest that it start up one of these 
investment trusts itself, it is a pound 
to a penny that the firm would con- 
sent. 
e THE price which the Hongkong 
and Shanghai Banking Corp. is pay- 
ing for James Capel has been kept 
secret (REVIEW, 13 Sept.). But while it 
is widely thought to be something 
above £85 million (US$107.95 mil- 
lion), there has been little public 
speculation as to what price/earnings 
(p/e) ratio this reflects. A source in 
London has suggested a ratio of 10- 
12.5. If so, it represents a premium 
rating for one of this fast-disappear- 
ing breed of big, independent brok- 
ers. It is worth noting that it is based 
on profits in a peak year for most 
brokers and that the p/e ratios for 
brokers in the United States are con- 
siderably lower. 
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Australian miners make a beeline for China, which 
has shown interest in iron-ore joint ventures 


By Hamish McDonald in Sydney 
lying aboard his own executive jet, 
Australian mining magnate Lang 

Hancock is due tọ visit China for a 

week from 18 September to drum up 

interest in his iron-ore project for the 

Pilbara region of northwestern Aus- 


tralia. However, he is sixth in a queue 


of Australian miners seeking the 
Chinese backing that would allow a 
new mine to open up. 

Hancock, 75, has long been the 
epitome of free enterprise in Australia. 
A cattle rancher and prospector in his 
earlier days, he cajoled the big mining 
companies into taking a closer look at 
the Pilbara some 20 years ago, gaining 
the promise of a 2.5% royalty from the 
Conzinc Riotinto group on any mineral 
discoveries at the same time. 

That royalty is estimated still to 
bring Hancock and his partner, Peter 
Wright, about A$15 million (US$12.5 
million) a year, but while known as 
the father of the iron-ore industry. he 
has no mine of his own. For 15 years, he 
has pushed his giant project at Maran- 
doo — involving a unique "gravity- 
powered" railway and a new port cap- 
able of taking 250,000 dwt ore ships. 
Unlike his envisaged ore trains, Han- 
cock has found the going uphill. 

With iron-ore prices dropping dur- 
ing the past four years and world over- 
supply worsened by new capacity in 
Brazil, even Hancock has been forced 
to rein in his thinking. His proposal 
now is for a reduced-scale Marandoo, 
to be known as Mulga Downs, with 
much of the financing requirements 
cut by barter deals, such as bulldozers 
paid for with iron ore. To improve ac- 
cess to China, Hancock in August 
bought a 5% equity in the Hongkong- 


- based trading company Burwill Inter- 
- national which has long been dealing 


in metals and ores with China. But he 
may be too late. 

The Chinese metals industry has 
been sniffing around the Pilbara for a 
year, inviting tenders from Australian 
companies for a new venture. Five 
mining groups — Broken Hill Pro- 
prietary (BHP), Conzinc Riotinto Aus- 
tralia (CRA), CSR, Mount Newman 
and Goldsworthy — submitted propo- 
sals for joint ventures with the China 
Metallurgical Import and Export 
Corp. (CMIEC). After starting high 
with projects in the billion-dollar 
class, the companies were asked to 
submit smaller-scale ideas. 

Early in August, Hamersley Iron, 
owned 93.7% by CRA, announced it 
would start a feasibility study with the 
CMIEC on a joint-venture mine at its 


Channar deposit, only 20 km east of the 
existing Hamersley mine at Parabur- 
doo and utilising excess capacity on 
Hamersley's railway and port-loader 
(REVIEW, 23 Aug.). The study is to be 
rushed through by the end of the year, 
with production starting at 5 million 
tonnes a year in two years’ time if the 
go-ahead is given. Over about five 
years, output would build to 10 million 
tonnes a year. 

Sources familiar with the Chinese 
move said both CSR and Goldsworthy 
had submitted proposals which also 
attracted the Chinese agency, and one 
of these could take the lead if 
Hamerslev's works out to be too costly. 
Capital cost has been a paramount 
criterion, with the Chinese urging 
maximum possible use of existing 
infrastructure. Use of second-hand 


Hawke with Zhao: furthering the interest. 


machinery from old mines may also 
emerge as one cost-saver. 

Australian trade officials. say 
China’s Ministry of Metallurgical In- 
dustry has concluded that massive use 
of rich foreign ores is the most effective 
way of quickly raising output from el- 
derly blast furnaces around the coun- 
try. Even when enhanced, Chinese ores 
fall short of Australian or Brazilian 
grades. 


But why invest when iron ore can be | 


had cheaply in normal purchases, 
either on a spot basis or in long-term 
contracts, given that nearly all Austra- 
lian mines have excess capacity? 
Analysts here say that iron ore is one 
of a range of raw materials selected for 
overseas Investment as a means of se- 
curing supply well into the future. 
Pulp from Canada is another. But 
though the China International Trust 
and Investment Corp. was empowered 
in 1983 to make direct investments 
abroad, it has not so far concluded any 
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ments) has apparently been shelved. 

One explanation is that China is fol- 
lowing the example of Japan in seeking 
overseas resources investments. “They 
are taking a leaf from the Japanese,” 
said one analyst. Yet Japan's direct in- 
vestment in mines has always lagged 
far behind that of the United States 
and other industrial powers. By now, 
the Japanese steel mills are probably 
rather glad that political wrangles 
kept them out of equity partnership 
when the Australian iron-ore giants 
were opened in the 1960s. 

What may be pushing the Chinese, 
according to some familiar with the 
project, is a wrangle within the Peking 
bureaucracy. The CMIEC comes under 
the Ministry of Metallurgical Industry 
and has no authority to handle raw- 
material imports at present. These 
must come through the Foreign Trade 
Ministrys system. However, the 
CMIEC would have the authority to 
import the product of any joint venture 
it entered, though access to foreign ex- 
change may be a moot point. 

The outcome of this contest may de- 





cide whether China does put equity 
into the Pilbara project, or reverts to a 
simpler long-term purchase contract. 
Given the current outlook for iron ore, 
it would take a very long-term per- 
spective to see profitability in a new 
mine, if this is the aim. 


B ut wider political factors may also 
come into play. On the Australian 
side, Prime Minister Bob Hawke has 
furthered the strong interest in China 
held by his Conservative predecessor, 
Malcolm Fraser. During a visit by 
Chinese Premier Zhao Ziyang to Aus- 
tralia in 1983 and his own trip to China 
this February. Hawke has pushed the 
idea of linkages between the two coun- 
tries in all sectors of iron and steel pro- 
duction. 

Trade has leapt this year. Iron-ore 
exports to China have gone from 2.9 
million tonnes in 1983 to an estimated 
4.5 million tonnes. Australia has made 


its first manganese sale to China with a 
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contract for 160,000 tonnes, and the | FFARR 
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country's virtual steel monopoly, BHP, 
looks like selling about 320,000 tonnes 
of steel products as against 270,000 
tonnes last year. Value of the trade 
(also counting a small trial shipment of 
steaming coal, another first) is likely to 
rise from about A$121 million to about 
A$177 million. 

Hawke has a great deal of personal 
credibility at stake in seeing this con- 
tinue, given the rosy picture he painted 
in Peking in February. And economi- 
cally, Australia needs new markets 
such as those of China, South Korea 
and Taiwan to add growth to a stable 
trade with Japan in minerals. Iron-ore 
orders from China's Baoshan steel 
mill, due to open in late 1985, and pos- 
sible pig-iron orders that would re- 
open BHP's mothballed smelter at 
Kwinana in Western Australia, are 
other deals eagerly awaited in both 
Canberra and mine headquarters in 
Melbourne. 

Meanwhile, the iron-ore mines are 
enjoying an uplift in their fortunes as 
steel output rises worldwide, particu- 
larly with their main customers in 
Japan, where crude-steel output is re- 
covering to an expected 105 million- 
tonne level in the fiscal year to 31 
March 1985, after falling as low as 96 
million tonnes in fiscal 1982. A pro- 
longed strike that stopped supply from 
India to Japan earlier this year also al- 
lowed Australian mines to run down 
stockpiles, though Japan is likely to 
even this out over the full year by in- 
creasing uptake from India in the com- 
ing months. 

Hamersley, whose financial report- 
ing method gives the clearest window 
into the industry, saw its earnings in 
the January-June half jump to A$45.47 
million, compared with A$40.03 mil- 
lion last year. Shipments jumped 21 
from Hamersley, while the other of the 
big two Pilbara industry leaders, 
Mount Newman, has reported output 
up 37% in the June quarter. 

Contributing to profitability has 
been the sag in the Australian dollar 
this year to the 84 US-cents level from 
about 10 cents higher in February 
when the miners were forced to con- 
cede a price cut of about 12% in their 
fiscal 1984 contracts with Japanese 
steel mills. An industrial peace plan for 
the Pilbara, promoted by Hawke on a 

visit in August, may also cut the stop- 
pages that have plagued an industry 
highly dependent on throughput. 

But industry executives remain sub- 
dued about the outlook. "It's buoyant 
in terms of the last three years maybe, 
but not of the previous 15 years,” said 
Tom Johnston of the Mount Newman 
partner Amax. While China provided 
the chance of a rise in shipments, signi- 
ficant over-supply remained in Aus- 
tralia and competing producers. "We 
won't see that change until the 1990s, " 
said Johnston. “What we are seeing is a 
short-term phenomenon, and to say 
otherwise is wrong." Oo 
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Coming in from the cold 


The much put-upon shareholders 


of Madison Securities find 


a substantial banking group is ready to buy them out 


By Philip Bowring in Hongkong 
alvation may be at hand for the 
long-suffering outside sharehold- 

ers in Madison Securities. They have 

borne a decade of disasters and en- 
counters with such notorious financial 
names as Investors Overseas Services, 

Robert Vesco and International Ban- 

corp. Currently Madison is a burned- 

out shell subsidiary of Deacon Chiu's 

Far East group. But it is about to re- | 








emerge as IBI (Far East), injected with 
new and more solid assets than those to 
which it has been accustomed 

IBI is a relatively new creation and 
the anonymity of its initials and low 
profile of its shareholders have 
perhaps retarded recognition that IBI 
has parents as respectable as they are 
large. It is not the old Madison in new 
clothes. Madison's outside sharehold- 
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These amounts are guaranteed to be paid out in one 
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prize 
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Icarus might have 
made it with 
real time information. 





closer to your goal, computerized 
conditions can change rapidly. services combined with our 
So success means having the specialized advisors and 
right information as it hap- ^ sophisticated management 
pens. That's why Sumitomo are powerful Sumitomo re- 
Bank keeps you flying high | sources we invite you to use. 
in all climates by exclusive With an eye on the future, 


facilities such as on-line Sumitomo’s creative banking 

data between our many services and perspectives can 

overseas offices and Tokyo. do more for you. At the 
Extensive information start. And at the bottom line. 


<> SUMITOMO BANK 


3-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan 
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ers, who number some 5,000, may not 
be overjoyed that IBI's bid of 10 HK 
cents a share compares with a market 
boom peak of HK$1.60 (21 US cents). 
But the market has enough faith in the 
prospective owners to have pushed the 
share price to 30% above the cash 
offer. 

IBI — short for International Bank- 
ers Inc. — was an indirect product of 
the nationalisation of banks in France 
in 1981. Chairman of IBI's Netherlands 
Antilles holding company and driving 
force behind its creation is Jean- 
Maxime Leveque, former chairman of 
Credit Commercial de France (CCF), 
the largest of the banks nationalised by 
President François Mitterrand's gov- 
ernment. Several of IBI's executives 
are CCF alumni, including a group 
who had earlier worked together at the 
World Bank. 

IBI shareholders include Krediet- 
bank of Luxembourg, Nederlandsche 
Middenstands Bank, Bowery Savings 
Bank of New York and Berliner Hand- 
els-und Frankfurter Bank. Trading 
and industrial houses involved include 
Saudi Arabian: Adnan Khashoggi's 
Triad Corp. and some leading closely 
held European companies, believed to 
include Nestle and Michelin. 


T he group's principal operating com- 
pany is Luxembourg-based Inter- 
national Bankers Inc., a licensed bank 
with total assets of US$288 million on 
a US$60 million capital base. Its main 
activity is trade financing, much of it 
brought to the bank by its sharehold- 
ers. There is also a merchant bank in 
Switzerland involved mainly with 
asset management and a similaropera- 
tion is being established in New York. 

The Hongkong assets being injected 
into the Madison shell are a newly 
licensed deposit-taking company, IBI 
Asia, which will soon have a paid-up 
capital of US$12 million and is expect- 
ed to engage primarily in trade fi- 
nance. IBI (Far East) may expand into 
other financial services. After the re- 
organisation IBI Holdings will have 
92%, Sinagpore's United Industrial 
Corp. 14%, the Far East group around 
17% and the public the rest. 

Exactly how IBI came to do a deal 
with the Far East group and long-trou- 
bled Madison is not quite clear, but 
CCF is understood to have financed 
some of the Chius' successful hotel 
operations in France. IBI's Hongkong 
boss is Louis Louvet, formerly head of 
the Hongkong subsidiary of Inter- 
Alpha, the consortium bank whose 
owners include CCF and the Dutch, 
West German and Luxembourg bank 
shareholders in IBI. The Madison deal 
is good news for the Far East group 
which has suffered a series of misfor- 
tunes. It ran into further bad publicity 
on 10 September when Bank of Ameri- 
ca sued Far East Consortium for re- 
payment of a HK$95 million loan. The 
writ was withdrawn following a pay- 
ment to the bank. o 
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A long-awaited IMF credit agreement for the 
Philippines now appears to be imminent 


By Guy Sacerdoti in Manila 


fter 10 months of negotiations, the 

Philippine Government appears 
poised for an agreement with the Inter- 
national Monetary Fund over an 18- 
month standby credit programme. 
Worth 615 million special drawing 
rights (US$618.54 billion), the facility 
is the precondition for talks with the 
country's major creditors over à US$12 
billion package, including the re- 
scheduling of an estimated US$9 bil- 
lion of Manila's US$26 billion foreign 
debt. ' 

Central Bank of the Philippines gov- 
ernor Jose Fernandez said all major 
policy adjustments required by the 
IMF were settled before an IMF team 
left Manila on 7 September. A draft 
"letter of intent" outlining the pro- 
gramme was expected to be signed by 
Philippine Prime Minister Cesar 
Virata by 13 September. 
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COMPANY RESULTS 


Coles streaks ahead 


Sales of A$5.4 billion (US$4.5 billion) 
yielded an after-tax profit of A$105.5 
million for Australia’s biggest re- 
tailer, G. J. Coles and Co., in the year 
ended 30 June. For the second con- 
secutive year, Coles’ turnover was 
higher than that of Broken Hill Pro- 
prietary (at A$5.39 billion). Coles 
now claims nearly 12% of Australia's 
total retail market — almost double 
the share of its nearest rival, Wool- 
worths. 

The figures show that Australians 
spent an average of more than A$360 
a head at Coles outlets — mainly 
supermarkets, K Mart variety stores 
and liquor stores. Profit was up 
27.9% on the previous period: di- 
vidend has been increased by 1.5 
A cents to 19.5 cents. 

Directors predict sales of A$6 bil- 
lion in 1984-85, continuing a steep 
and steady 10-year climb from the 
billion-dollar mark in 1976. That 
prediction may ride on the balance of 
the consumer-spending incentive of 
budget tax cuts (REVIEW, 6 Sept.) and 
the adverse effect of looming federal 
election. — EDNA CAREW 


Mayne delivers 


Australian-based diversified trans- 
port group Mayne Nickless delivered 
a pleasant surprise to shareholders 
with the announcement of higher di- 

vidends and a one-for-10 bonus issue 
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The letter sets out 
agreed monetary and fis- 
cal targets along with re- 
forms providing for unifi- 
cation of exchange rates, 
reactivating the free float 
of the peso, rationalisation of domestic 
banking and control of inflation anid 
government finance. After signing, it 
will be submitted to IMF managing di - 
rector Jacques de Larosiere for ap- 
proval, it is hoped, within a week. De 
Larosiere's nod to the programme wil 
be contingent on a commitment from 
the 12-bank Advisory Committee on 
the Philippines that it can come up 
with the necessary new commercial 
funds, estimated at a minimum of 
US$1.65 billion, to allow the pro- 
gramme to work. 

Manila’s fourth 90-day moratorium 
on principle repayments runs out on 14 


~' 


following a 1.2% rise in after-tax 
profit to A$25.42 million (US$21.62 
million) for the year to 30 June. 
Directors have increased final di- 
vidend to 8 cents, taking annual di- 
vidends to 15 cents (previously 14 
cents). Turnover rose 22% to A$858 
million compared with A$705 million 
the previous year. The improvement 
in Australian activities in the second 
half of the financial year followed the 
already established recovery in Unit- 
ed States operations. — EDNA CAREW 


Rig builder prospers 


Singapore rig-builder Far East 
Levingston (FEL) outperformed the 
industry with a 40% increase in 
after-tax profits to S$17.7 million 
(US$8.25 million) in the first half, 
providing a needed boost for its par- 
ent company, the government-con- 
trolled Keppel Shipyard, which holds 
a 62% stake. But much of the im- 
provement flowed from à 25% cut in 
FEL's tax rate to 27?5. Operating 
profits showed a more modest in- 
crease of 24% to S$24.7 million. In- 
vestment income, at S$5.8 million, 
showed a 26% decline. 

Although no breakdown was given 
for the improved performance, obser- 
vers suspected it chiefly came from 
FEL's consultancy and industrial- 
property subsidiaries. Group capital 
was recently enlarged by a one-for- 
10 bonus issue, which leaves FEL 
with net earnings a share of 36 cents, 









Fernandez: policy settled. 
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ready for creditors ap- 
proval by then. 

Aside from reschedul- 
ing debt currently im 
arrears (US$6.4 billion) 
and obtaining new com- 
mercial loans, the pack- 
age will contain new 
bilateral aid also esti- 
mated at US$1.65 bil- 
lion and a commitment 
by commercial banks to 
resume trade financing 
worth about US$2.2 billion. 

It usually takes four weeks for a let- 
ter of intent to reach the IMF executive 
board for final loan approval, and to 
date it is not clear how the board will 
react. A major delay could come in 
winning commitments for the new 
commercial lending. Also, the com- 
mercial bank advisory committee must 
sell the rescheduling package to the 
country's 480 creditors. Virata and 
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Fernandez will launch a "roadshow" 
following final approval of the letter of 


intent to convince these creditors, m 
Fernandez’ words, “that the country is 


| creditworthy.” 


up 9 cents from the previous interim. 


UOL falls ; 


Singapore's property-market slump 
is reflected in the 87% drop to S$4.9 
rmillion (US$2.27 million) in trading 
profits in the half-year to 30 June for 
t Inited Overseas Land (UOL), a 31%- 
owned affiliate of United Overseas 
E:ank. 

Turnover fell 55% to S$38 million. 
Interest expenses rose 49% to S$7 
million. But the $$12.3 million profit 
realised on the sale in February of à 
pzircel of undeveloped land by UOL/s 
wholly owned Mount Echo Park sub- 
sicdiary managed to push pre-tax pro- 
fit to S$17.2 million compared with 
S$:38.2 million at the previous in- 
terim. — LINCOLN KAYE 


National Iron slumps 


As Singapore's building boom lost 
ste am, group pre-tax profits fell 60% 
to ,S$7 million (US$3.24 million) at 
National Iron and Steel Mills in the 
firs t half of 1984. The sharp drop in 
ear) 1ings came despite a more modest 
decline of 12% in turnover to S$154.2 
million. A high tax provision made 
for a 70% plunge in net profits to 
S$3. 1 million. 

Directors forecast that business in 
the s econd half *should be no worse," 
and, on that bleak note, they slashed 
diviclends by a third, to 6 S cents a 
shart?. — LINCOLN KAYE 


ment would like to have . 
a rescheduling package — 






































Bulls retreat in haste 





MOST Asian markets took a beating in t he séiod to-10 Sept. in line with Wall Street's 
- decline. Malaysia recorded the steepest. fall. The only markets to gain — Hongkong, 
_ New Zealand and South Korea — each rose less than a percentage point. 


HONGKONG: Profit-taking and renewed anxie- 


ty over.the 1997 agreement coupled with à 
strengthening US dollar, which raised the 
spectre of higher interest rates, sent the index cliv- 
ing on 6 Sept., but the market then retrieved ] ost 

—ground. The Hang Seng Index closed nearly 

_ seven points up on its previous finish at 946i. 06 

— while total turnover rose to a daily average of 
HK$131.86 million (US$17 million). The absence 
of a local prime-rate rise over the week end 
brought some relief. 


AUSTRALIA: Lacklustre trading took a dra.ma- 
— - tic downturn at the end of the period as the mar- 
ket reacted to a strong US dollar and sharp falls 
in metal prices. The final day of the period. saw 
the bigge st sharemarket fall in three mo nths, 
" Wiping 2” off the boards in one day. The Au stra- 
- lian All-Ordinaries Index fell 18.1 points to close 
— at 712.5. Earlier in the period, the mood had been 
- quietly confident, reflecting a strong Dow .Jones 
24 and a build-up of cash by local institution:s. But 
— With little prospect of an ear ly return in gol d and 
A scp r values, institutions later stayed in the 
be und. Over the period, the All-Indusstrials 
F * it ndex lost 7.4 points to 1,019.6. 


NN _ NEW ZEALAND: The level of activity remained 


Um w. Although prices dropped on 7 Sept., they re- 
overed on the last trading day of the period as 
— Fletcher improved on expectation of a good re- 
i E and an announcement of encouraging, shows 
from Petrocorps' latest onshore drilling which 
Esa hopes of another smallish oilfield. Oil 
Stocks improved selectively. The market's; atten- 
ion remained focused on a forthcoming econo- 
om ic summit and the budget, with inves'tors re- 
- maining uncommitted in the meantime. Interest 
— rates continued to drift upward, adding, to that 
EAwt A 3 
— inclination. 
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i A: Only 84.51 million shares changed 

hands, but they were worth P805.67 million 
E . (US$44.76 million) because they incltided big 
block sales: two in Family Bank with a combined 
"value of P761.85 million, and one in Benguet 
worth P34 million. The first two deals were re- 
lated to the buyout of the Gotianum farm iily hold- 
ings in Family Bank by Bank of the Phili,ppine Is- 
— lands. There was a lack of information on the 
— third deal which may have been influienced by 
— expectations of a stock dividend since> Benguet 
— - announced retained earnings of about :P1 billion 
~ asat the end of 1983. The mining inde x fell 9.32 

| points to 941.92 while commercial-i ndustrials 
— eased 2.65 to 109.70. 


1 KUALA LUMPUR: Further listlessiness per- 


{3 vaded the market as trading volumes; dwindled 
forthe fourth consecutive period. The: continuing 

4 _ sideways trend since the two-week !boomlet at 
- the end of July reflects investor unce: ‘tainty and 
a reluctance to buy in the absence of c' lear signals 
from the United States economy. Ant icipation of 
a budget more stringent than last year's has also 
begun to have a dampening effect. T he holiday- 
— shortened period saw daily turnover slide to just 
A "i E 7 million shares, one of the year's lowest vol- 


umes. Shares traded averaged a daily M$13.5 
million (US$5.76 million) Attention again 
centred on speculative counters. 


SINGAPORE: After a week of indecision, the 


market resumed its slide with Fraser's Industrial 
Index losing 123.35 points to close at 4,865.85. 
Volume remained thin over the holiday-short- 
ened period, with daily turnover averaging 11.5 
million shares (12.4 million previously). In the 
absence of a clear signal from Wall Street, in- 
stitutions stayed away. But they are believed to 
be cash-rich and could return in force once the 
current correction has run its course — though 
some analysts argue that the widely watched 
Straits Times Index could lose another 4" before 
finding its next major support level. 


SEOUL: The index rose just 0.05 of a point to 
136.76 in a holiday-shortened period, while 
average trading volume slackened to 12.32 mil- 
lion, a 1.7 million-unit drop from the previous 
period. Oil-related stocks, which have domi- 

nated the market recently, continued to decline. 
Trading companies were the most buoyant, ris- 
ing 2.99 points, followed by electronics, up 1.5 
points. Machinery and construction issues fared 
badly in general, Anam Industrial enjoyed the 
largest single rise, up Won 280 (35 US cents), fol- 
lowed by Sam Wha Condenser. 


TAIPEI: The market extended its weakness and 
closed the holiday-shortened period at 874.77, 

down 19.92 points. The drop was considered to 
be largely a technical adjustment. With the basic 
economic indicators looking sound, analysts ex- 
pect the market to rebound in the medium to long 
term as investors take the opportunity to buy in 
at current lower prices. Average daily turnover 
was relatively light at NT$505 million (US$12.95 
million), down from the previous period's 
NT$591 million. 


TOKYO: In lacklustre trading, the market 
drifted, Foreigners remained relatively inactive. 
Pharmaceuticals continued to be a major focus of 
interest, with anti-cancer drugs receiving re- 
newed attention. Towards the close, the market 
dropped on thin turnover, and fresh incentives 
were scarce. The Nikkei-Dow Jones Average 
closed at 10,471.53, down 158 points on the 
period. 


BANGKOK: Although trading was active, pro- 
fit-taking prevailed for most of the period, par- 
ticularly on speculative stocks such as Mah 
Boonkrong and Siam Citizens, which set the 
market on a general downward trend. Following 
its spectacular rise from Baht 80 (US$3.48) toa 
high of Baht 110.50, Mah Boonkrong dropped to 
Baht 100 before recovering at the last session. 
The general bearishness was also partially attri- 
buted to tight liquidity after the first-half corpo- 
rate-tax payment at the end of August, reflected 
in a slight increase in the inter-bank and bonds- 
repurchase rates. Against an average US$3.78 
million traded daily, the Book Club Index lost 
1.23 points on the period to close at 117.96. 
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" was 11 years in jail," said the 
provincial governor. "I did 21 
years,” said a "living Buddha." 

One of the largest and most beauti- 
ful of China's provinces — Qinghai — 
is still haunted by thoughts of labour 
camps and convicts. There is a mas- 
sive labour-reform centre by the side 
of the main road to Lake Kokonor, 
which is said to have some 3,000 in- 
mates, 

Huang Jingbo, the provincial gov- 
ernor, claimed in a press conference 
that there were fewer than 20,000 
convicts in Qinghai. He seemed un- 
sure of the exact number, which is 
said to be divided about equally be- 
tween Qinghai-born criminals and 
convicts sent here from other parts of 
China — including recently 700 from 
Peking. 

The main priority of the provincial 
administration, said Huang, is to de- 
velop Qinghai economically. Al- 
though rich in resources, the province 
is remote, served by inadequate road 
and rail transport and terribly cold 
during its long winter. Many immi- 
grants from other parts of China 
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LETTER FROM XINING 


Memorial hall and statue of Zongkaba, founder of the Yellow 


tend to suffer from altitude sickness. 

However, direct air links with 
Shanghai, Peking and Canton are 
planned for the near future, and, as 
Huang pointed out, easy access from 
Canton would make it possible to en- 
tice more investors from Hongkong 
and from the developed capitalist 
world. 

The tourism potential is excellent if 
the infrastructure can be built. Ski- 
ing and other winter sports could 
flourish amid the alpine scenery. The 
local minorities, especially the Tibet- 
ans, are a tourist attraction in them- 
selves, plying visitors with yak but- 
ter, tea and tsampa (barley meal). 
One Tibetan community on the 
shores of the huge Lake Kokonor 
lives permanently in festive finery to 
stage horse races and entertain 
tourists. 

The horse races may be merely a 
show, but the people are authentic 
enough. The women — their cheeks 
burned deep red by the sun and wind 
— wear broad-brimmed felt hats and 
necklaces of turquoise and coral. 
Silver bowls hang from their backs. 

A major tourist 
attraction is the 
famous Kum- 
bum monastery 
(which the 
Chinese call 
Daer Si) about 
three hours' 
drive from Xin- 
ing. The monas- 
tery is in good 
condition and 
nearly 500 
monks, includ- 
ing a dozen living 
Buddhas, are in 
residence. 
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The abbot, whose Tibetan name is 
rendered as Quexi in Chinese pinyin 
spelling, spent 21 of his 49 years in 
the labour camp which this writer 
saw, working as a medical orderly. 
The charge against him was that he 
had studied in upper Tibet and was 
therefore a counter-revolutionary. 
This was at the time of the Khamba 
uprising which led eventually to the 
flight of the Dalai Lama to India in 
1959. The Qinghai Tibetans are 
mostly Khambas, and have difficulty 
conversing with people from Lhasa. 

Huang admitted that the province 
is poor compared with most other 
parts of China. Its annual output is 
worth no more than about Rmb 2 bil- 
lion (US$830 million), equivalent to 
only about 0.2% of China's gross na- 
tional product. 

The province has some 20 million 
head of livestock pastured on the 
grasslands, but only some 580,000 ha 
of land under cultivation, most of it of 
poor quality. 

However, the province's resources 
are considerable. Hydroelectric pow- 
er and solar energy are expected 
to make it self-sufficient in energy in 
the long run. Careful exploitation of 
the forest reserves will need to be 
matched with large-scale improve- 
ment of transport facilities. Meat- 
packing must become a growth in- 
dustry, hand-in-hand with wool- 
shearing and knitwear manufacture. 
Qinghai's resources of rock-salt, 
limestone, magnesium, bromine, sili- 
con, lithium and asbestos are the 
biggest in China. 

The herdsmen are being encour- 
aged by the government to go in for 
itinerant trading. Commercial links 
between Lhasa and Qinghai are being 
fostered, while Han Chinese from 
Jiangsu province have gone into the 
construction and  motor-repair 
trades. 

Huang claimed that labour-reform 
camps helped develop the country, 
but expressed the wish that Qinghai 
should lose its reputation as China’s 
"prison state." With a peculiarly 
Chinese twist, he blamed the 8th cen- 
tury poet Du Fu for having written 
disparagingly about what was then a 
wild region on the road to Tibet. 

— DAVID BONAVIA 
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Seeking the facts 


We here in Sabah have recently been 
entertained by our chief minister to an 
unusual treat — a war of words with 
the leader of the opposition, Lim Kit 
Slang. 

The bone of contention is the 
amount of land owned by Chief Minis- 
ter Datuk Harris Salleh. But Lim 
further argues that whatever the size 
of the area, Harris, as chief minister, is 
bound to make a full disclosure. Lim 
further alleges that Harris is involved 
in business trading contrary to Sabah's 
constitution. 

The people of Sabah want the facts. 
As things are, they think that Lim has 
made out a case for the chief minister 
to reply to his allegations. And throw- 
ing Lim out of Sabah does not help the 
matter. People are asking why we 
allow Filipino refugees to come in, 
some with automatic weapons, but we 
do not allow an MP to do so, to carry 
out legitimate political activities. 

Meanwhile, there is more trouble for 
Harris. A former stalwart of his ruling 
party, Berjaya, founder-member 
Datuk Joseph Pairin, has left it in pro- 
test against its policies, which he says 
are divisive. He particularly dislikes 
Kadazans being called pribumis as 
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be duplicated. 


CROSS 


SINCE 1846 


Why does Xerox make gifts of Cross writing instruments? Because they believe 
productivity will multiply when you treat your employees well. We can reproduce 
your corporate emblem and provide personalized engraving. For our business gift 
catalog write A. T. Cross, 45 Albion Road, Lincoln, Rhode Island 02865 on 


your company letterhead. 








distinct from bumiputras. He also 
claims that their Harvest Festival is 
being de-Kadazanised. 

Is there a crack in the party edifice? 
Most people think so. And Pairin's de- 
parture is only a manifestation of sim- 
mering dissatisfaction with what is 
going on in the party. To them, it is the 
same old story — a few become.rich, 
and the rest are asked to toe the line in 
the interest of preserving unity. 

Kota Kinabalu C. MANJULAG 


Wishful thinking 


=| Your Filipino readers 
| could have relished 
some interesting re- 


j| velations in your 
| cover story, . The 
| Aquino legacy [30 


| Aug.], had you not in- 
| terspersed your facts 
| with some pure con- 
^ 2 J coctions and wishful 
thinking. For example, how could you, 
as a respected and responsible publi- 
cation, print such a canard as the pos- 
sibility of Imelda Marcos conspiring 
with armed forces chief of staff Gen. 
Fabian Ver to plot the assassination of 
ex-senator Benigno Aquino? A.though 
you wrote that the theory is mere 
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speculation, you reported that it is 
"widely believed both in Manila and 
Washington." You conveniently dis- 
regarded the fact that Mrs Marcos 
cautioned Aquino on several occasions 
not to return to the Philippines because 
of threats to his life. 

One interesting thing also is that in 
your speculations about the composi- 
tion of the leadership after the depart- 
ure of President Ferdinand Marcos, 
you failed to mention Defence Minister 
Juan Ponce Enrile. What is so con- 
spicuous about this is that vou cited 
Ver and Gen. Fidel Ramos of the de- 
fence establishment but you did not 
touch on the head of that establish- 
ment. 
Manila RODEL DIMAUNAHAN 
The authors of The Aquino legacy were 
guilty of oversimplifying, especially 
when they claimed that the Philippine 
economic crisis was caused by loss of 
confidence in the Marcos regime. The 
real causes of the crisis were far more 
complex and non-political in nature. 

As a non-oil-producing country, the 
Philippine economy was unhinged by 
the fourfold oil price increase of 1973, 
and other external forces — the reces- 
sion, low commodity prices, protec- 
tionism and high interest rates in de- 
veloped countries — ganged up to 
nearly strangle the economy. 

When the international monetary 
system was rocked by a major default 
in August 1982 involving Mexico, in- 
ternational creditors became increas- 
ingly cautious and refused to extend 
new medium-term loans to developing 
countries. These adverse economic 
conditions on the international scene 
were the direct causes of the financial 
crisis that gripped not only the 
Philippines but scores of other similar- 
ly situated countries. 

The assassination of Benigno 
Aquino made things more difficult for 
the government, but it did not bring 
about the crisis. 
Manila 


The last prophet? 
Zahurullah Khan [LETTERS, 26 July] 
says that the "concept that the Prophet 
Muhammad was the last of the 
prophets is fundamental to Islam." But 
no verse in the Holy Koran unequivoc- 
ally states that Muhammad is the last 
of the prophets. The only one from 
which the concept can be derived is the 
known verse which qualifies the 
Prophet as the Khatam of prophets 
(33:41). But the Arabic khatam in this 
context does not carry the connotation 
"last." The correct meaning of the 
verse is that Muhammad is the greatest 
or seal of the prophets. 

Muhammad said once to the com- 
| panion Ali that Ali was the khatam of 


ZENAIDA L. REYES 
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The Excelsior, Hong Kong. 
The first word in business sense. 















Hong Kong boasts almost 
as many fine hotels as it does 
camera shops. 


Why then, The Excelsior? 
Because The Excelsior 


strikes a brilliant balance between 
luxury and efficiency. 
And charges for it 
realistically, so that if 
your visit is to Gf 
make monev iy 
rather than 
to spend 

it, Ihe nr 
Excelsior isa sound "x 
business decision. 





You won't find an orchid or 
a chocolate on your pillow at The 
Excelsior. But, as a businessman you might 
sleep sounder, knowing there are stock market 
reports available, a 24-hour foreign exchange 
desk, international direct dialling, and a business 
centre that’s a lot more than just a token gesture. 


And of course, you could scarcely dream of a 
better location than The 
Excelsior’s — centrally 
situated between the 
commercial and the 
entertainment districts. 


The Excelsior, Hong Kong. 


A member of Mandarin International Hotels. 


) 


Hong Kong: The Mandarin, The Excelsior, The Royal Garden. Macau: The Excelsior. Bangkok: The Oriental, TI 
Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin. Singapore: The Oriental (1985), Kuala Lumpur: T| 
For reservations, call TheJeading Hotels of thf World or your travel agent 
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saints, as he himself was the khatam of 
prophets. If the meaning "last" is valid 
for the Holy Prophet's khatam, it must 
also be valid for Ali's khatam. But no 
Muslim, including Zahurullah, will ac- 
cept that after Ali there were no saints 

Aisha, Muhammad's consort, strong- 
Iv warns Muslims: "Say that he is the 
khatam of the prophets, but do not say 
that after him there will come no 
prophet." A large number of Muslim 
divines express their conviction that 
prophets may come after Muhammad, 
but they should first become true fol- 
lowers of him. This is the teaching pro- 
fessed and propagated by Ahmedia, 
but dubbed as heresy by Zahurullah. If 
Ahmedis are heretics then Aisha is 
the first heretic, according to Zahurul- 
lah. 

Zahurullah says Pakistani Ahmedis 
"continue to enjoy the same rights and 
legal protection of life, honour and 
property as available to other minority 
communities and fully guaranteed in 
all constitutional documents produced 
since the creation of Pakistan." This 
statement is wholly false. Inhumane 
treatment is meted out to many 
Ahmedis in Pakistan while the police 
watch without doing anything to help 
the persecuted. Recently, two Ahmedi 
youths in Rabwah, international head- 
quarters of Ahmedia in Pakistan, were 
arrested by the police. In an isolated 
house outside the town they were 
stripped naked, beaten and otherwise 
mistreated. Their only sin was that 
they tried to prevent a mullah setting 
fire to an Ahmedi house. 

Jakarta SYAFI R. BATUAH 


Banking on Islam 


The honour of being the first interna- 
tional bank to offer Islamic services in 
Pakistan [REVIEW, 23 Aug.] belongs to 
Bank of Oman, which started accepting 
profit-and-loss sharing (PLS) deposits 
along with nationalised banks as from 
] January 1981. 

The use of words such as "loan" oi 
"lenders" in your report is not in har- 
mony with the concept of Islamic 
banking, as anything given by way of a 
loan must be interest-free. 

Similarity of rates of profit on PLS 
deposits with corresponding rates of 
interest only indicates that the rates of 
profit are being strictly regulated by 
State Bank of Pakistan. However, the 
nature of return under the two systems 
is totallv different. It is also not Islamic 
for a bank to announce the rates of pro- 
fit on PLS deposits before the actual 
operational results are ascertained. 

Regarding the quotation from an 
executive of a foreign bank, let me only 
say that no one enters any business for 
losses. The rest of his quotation only 
shows his ignorance about the nature 
of the new system. 

NAWAZISH ALI ZAIDI 

Executive vice-president 

Islamic Banking Division 

Karachi United Bank 
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belore you look at a computer for vour office 
lets take a look at vour office. 





















No doubt you've read articles and advertisements 
suggesting that the worst thing a business can do is to 
try to get along without a computer: 

IBM respectfully disagrees. 

The worst thing a business can do is buy a com- 
puter without doing the proper planning. 

Planning is something IBM can help with — 
whatever the size of vour business. 

We know that our data and word processing sys- 
tems. though found to be excellent many times and 
in many places. are only as good as the planning that 
precedes them — whether you need just one machine. 
or many. The jobs you have to do (inventory. shipping. 
reports and correspondence. payroll. accounts receiv- 
able. inter-office mail) and the people vou have to do 
them must be part of that planning process. 

If they're not. you haven't purchased a compre- 
hensive solution — vou ve merely purchased machines. 

Because of IBM's product range. we can help you plan 
a flexible solution that fits your present size. budget 
and the future prospects of both. 

Our training programs are flexible too. suitable 
for one employee or one thousand. with or without 
computer experience. And our responsive service 
organization allows you to use our products 
with confidence. 

i*4 If all of that looks good to you. let's take a good 


» "t 
d look at your office together. === =" 
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Although the debt bomb has been de- 
fused, a combination of high interest rates 
and protectionism poses serious prob- 
lems for growth prospects in less-deve- 


No.39 


loped countries (LDCs): much of the World 
Bank's 1984 activities were focused on 
helping LDCs adjust to this harsh environ- 
ment. But since United States President 
Ronald Reagan took office in 1980, when 

public-sector institutions became iden- 
tified with everything bad (and the private 
sector with all hati is. good), the bank has 
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A rare outbreak. of violence in 
Jakarta shows: there is still some 
Muslim opposition to Pancasila. 
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In India, andia F Pradesh Chief [P 


Minister N. T. Rama Rao returns in 
triumph, posing a. dilemma for 
Congress. party ‘Strategists. - 





Pages’ 23-28. 
Kuala Lumpur is not yet « one of 
Asia's crowded cities but is look- 
ing ahead to. the 21st century. 
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A Vietnamese diplomat TW 





Pages 44-46 

South Korean President Chun Doo 
Hwan concentrated on relations 
with the North during his visit to 
Japan —. 





down areported appeal for media- | w i le. 


tion over Cambodia, but others — 


especially Japan — see Mi of a. 


pu in the wind. 
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it reasing attacks from its critics (pages |. 
63-118). Meanwhile, the : 
Monetary Fund annual report warns th: 
hadow of the global recession is by no 
means lifted (page 122) and IMF official 
Tun Thin in THE 5TH COLUMN exami! 
why Asia weathered the storm better tha 
most (page 156). 
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i Young Turks 
trouble again 

‘hai army. commander 
Supreme commander Gen. Ar- 








intervened on 
tember to secure the release of 
=- CoL Manoon Rupekachorn — 
leader of the failed 1981 
| Young Turk coup against 
to Prime Minister Prem. Tin- 
= 8ulanond — and former Anti- 
Aircraft Artillery Regiment 
|. eommander Col — Bunsak 
| Pocharoen. 

55^ Thetwo earlier had beende- 
tained and interrogated by 
Crime Suppression Division 
police commander Maj.-Gen. 




























Boonchu Wangkanont and 
ly appointed Artillery 
AVIS] ^ commander Col 
| Nilkham, who 


ed put down the 1981 re- 
Dion. Boonchu and Puchong 


i 
eight officers were dismissed 


but an apparent. 


several senior 


' most bitter opponents.) 
| QE Eun ic 







































B a Cross off icials from Nor th 
and. South Korea failed to 
agree on how .flood-reliet 
supplies offered by the North 
to the South would be deliver- 
ed. The South said it would ac- 

cept delivery by sea at two 
ports; but turned down the 
North's proposal that some of 


ad. 
The Red Cross officials’ 


September followed: Sedtil’s 
surprise acceptance of the 
North Korean Red Cross offer 
of the relief supplies, valued at 
about $US12 million. Torren- 











at least 190 people and 
housands 


i where! in the South. 


and 


jt moves dimed at reihistat-- 
g the coupmakers. (Thirty- 


in the wake of the 1981. MBA] 





wiliation has been under ; 
between the Young Turks | 
d military i 
ures who were once the re- 
: | oftheir 5 
^l inent Labor 
-Peacock's allegations have 
ong | been received with incredul 

| as the mark of a badly ratt! 


the supplies be delivered. by 


eeting at Panmunjom on 18. 


thit Kamlang-ek, personally | |: 
15-16. Sep- | |! 





Peacock tries to ruffle 


Hawke's feathers 














‘of the Liberal and 1 


and his government rej 
the chárges and ne 


to substantiate them, 


ernment has been critic 


Australian opposition leader 
Andrew Peacock has gone out 
on a limb with an accusation 
in parliament on 13 Sep- 
tember that Labor Prime 


Minister Bob Hawke was a 


“little crook” and a “perverter 
of the law” who “associated 


"with criminals and takes his 
orders from those who direct ; 


these criminals.” 
Peacock drew only limi 
backing from fellow me 





parties coalition, while F 


questioned Peacock's a 





Although the Hawke g 





for its alleged reluctane 
pursue inquiries into busi 
and judicial scandals bec: 





Party figures, 


| man likely to facea leaders! 1 


;- DE challenge after. the gene 
; | election expected soon. - 
T — HAMISH McDONALD 


O! | US offers to resettle —— 
Hanoi political prisoners 


“Inca move. that could: provide | 


ain early in September, | 


of familes i 


"homeless. in. Seoul ag elses: ment. Shultz said there were 


7 — SHM JAE HOON | 
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Vietnam with an opportunity 
to begin.to resolve one of its 
bitterest post-war problems 
--- that of absorbing soldiers 
and officials of the previous 
regime the United States 
has offered to resettle a large 
number of them. 

US Secretary of State 
George Shultz announced 
that, over the next two years, 
the US was ready to accept for 


resettlement 10,000 or so “po- 


litical prisoners currently and 


previously confined in the re- 
education 


camp prisons in 
Vietnam, and their qualifying 
| family members.” He also said 
the US would — accept all 


Asian-American children in | 
| Vietnam and their qualifying | 


family members for resettle- 


about 15,000 such children in 
Vietnam (C NAYAN CHANDA | 





I- ti | 






ossible links to prom- f 


| September and 1 October re- . 
spectively. Colour TV sets are 


“Asian economies 


1s yen bond 

Nomura Securities has con- 
firmed that the ¥20 billion. 
.(US$81. 47 million) yen bond 


| issue which the Bank of China 4- 
is toissue in the Japanese mar~ 


ket in ‘October has received a 
preliminary Triple-A rating 


Institute; and is almost certain 
-io be confirmed when final 

: “agreements are signed. 
. Nomura is lead manager for 
the issue,.scheduled for pay- 
| ment and closing on 23 Oc- 
| tober. The.Japanese market 
| appears receptive to the issue, 
| ment's re ual to. recognise 
| sue by ud 

























ec erba the 
orean eoni in- 


z. duties averaging 
imports. of South 
ur TV sets. This 
resulted in a 1596 jon 
g duty, a review of 
fas” Ii by the 
ies: Sam- 








v 












| ys La 


‘ling will be r a 


public and then a formal hear- 
ing session, to be held on 27. 





the most important export for 
the firms concerned — and the 
US is by far their most import- 
ant market. 
US-South Korean trade re- 
lations are expected, to be 
further aggravated by another 
pending issue — steel imports. 
A team of investigators. re- 
cently arrived in Seoul to de- 
termine. whether to place 
countervailing duties on im- 
ports of South Korean steel. 
~~ PAUL ENSOR 


under limelight. 


“Trade or perish” was the con- 
clusion of a three-day North- 
South dialogue organised in 
Vienna bythe United Nations. 
Development, Programme. 
‘Some 40 leading monetary, fi- 
nancial and: a developmen ex- 


emen meme c a Ratte rr A a mee n a i a manine a ae a 


m 


-A rating for 


from the Japan Bond Research. 


despite the Chinese Govern-_ 


recommending anti- ; 


. Goldstar ; of 


‘October, following a |b 


| world tea exports. Efforts. 










hi r lir ge post nora Said 
| the round table chairman, 
Pakistan's Minister for Plan- 
ning and. Development. Mah- 
bubul Haq. 
The round table found that 
| some Asian countries have 
fared much better in debt 
management thàn most other 
developing countries. A: final 
statement adopted by the 
| round table concluded. that 
“one of the key characteristics 
of the successful “Asian 
economies is their orientation 
to external trade. They have 
for some years exploited their 
comparative advantage m 
producing labour-intensive 
manufactured goods. The re- 
sult has been a' dynamic 
growth of exports that hasen- 
abled them to sustain: their 
 debt-service obligations while 
simultaneously financing the. 
rising imports required. from 
economie growth." S=. 
The. experts warned, dHow- 
ever, "there is some danger 
that widespread emulation of 
.the strategy of export-led 
growth may in the short run 
depress the terms of trade’ of 
the RENRIADSIR GS countries." 








gether acc count: ee 
world tea. output nae 60% € | 





-being made to persuade Kenya 
to join the association; whieh 
will have as its main. objective 
the stabilisation of. prices: in 
the international market... 

-— MOHAN RAM 


Palm-oil pro first for 
Malaysian rojett firs | 


Malaysia's first venture-capi- 
tal company, Malaysian Ven- 
tures Bhd {Revirw, 2 Aug.), 
has atranged à M$3 million 
(US$1:28 million) equity sub- 
scription in its first project. 
"The funds will assist a Perak 
manufacturer, Wembley Acti- 
vated Clay, to startan import- 
substitution, indigenous- 
| technology project making ac- 
| tivated bleaching. earth — 
| element used in refining res 
oil. Until now, this specialised 
form of clay has had to be im- 
ported from the United and , 
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It must perform as well on the ground as it does in the aix The F-20 Tigershark’s 
demonstrated record of performance in the air is equalled only by its unsurpassed performance on the 
ground. The Tigershark is the most reliable and maintainable front-line fighter aircraft in the world. 

Backed by a commitment to provide spare parts at an economical fixed cost per flying hour This 
unprecedented commitment is based on our expertence that sophisticated fighter aircraft can be 
reliable when they have been designed and built to be that way 
Fiom the ground up. 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, California 90067 USA 
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Entering a new market? Trying to get the most out of an old 
one? Tokai can help. With 31 international offices and more than 
1,100 correspondent banks, we give you fast access to a world of 


information and analysis. Our advice is tempered by over 100 


years of experience. And we have the financial resources' to put 


your ideas into action. 


Tokai can also guide you through the intricate Japanese 
market. And because we maintain strong connections with the 


entire spectrum of business and governmental interests, we can 


offer almost unlimited access. 


So for everything from local bond issues to global 
computerized banking, talk to Tokai. And see how we can make 


A TOKAI BANK 


The International Pathfinder 


Head Office: 21-24, Nishiki 3-chome, Naka-ku, Nagoya, Japan Tel. 052-211-1111 





the going easier for you. 


“Assets (in millions of US$): 66,538 


International Banking Group: 6-1, Otemachi! 2-chome, Chiyoda-ku, Tokyo, Japan Tel. 03-242-2111 


27 SEPTEMBER 1984 e FAR EASTERN ECONOMIC REVIEW 
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1997 govern 
, — either d rin 
responsible to! le legislature The 
| 5 at British 
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ded governmern 
and China madet ons, hoy 
would appear to lack confidence 
in the people of Ho kot On 
passports and de : 
has not budge 
holders of Hong: 
passports will not bi 
transmit the righ 
offspring after 19 | 
. hasrejected any language e ven 
" implying that the stationing of 
PLA troops in Hongkong after 
1997 may prove unnecessary. A . 
last-minute hitch occurred when 
the Chinese Produced a revised - 






























1997 arrangements, contemitig®, 
much new languageand ~ 
threatening to throw a massive 
spanner in the works. It was 
solved ony wee at Peking S 
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AFGHANISTAN | 
Eight Afghans were executed on. 
charges of participating in anti- 


revolutionary activities, Radio Kabul re- 
: ported (16 Sept.). 


BANGLADESH 
Former shipping minister Nurul Haque 
surrendered after two years in hiding and 
began immediately serving a seven-year 
prison sentence for corruption (13 Sept.). 
President H. M. Ershad pardoned Haqué 
(15 Sept.). A guerilla commander and two 
other people were arrested when troops 
raided amearea, of the Chittagong Hill 
Tracts, ‘government officials said (16 
ny Sept.). Police: detained two retired army | 
“officers, linked: to the 1975 coup in which 
, Sheikh. Mujibur Rahman was killed (18 
Sept.) es 


Sino-Indian talks on the boundary dis- 
pute between the two countries and 
broader international issues began in Pe- 
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| Malaysian Foreign Minister - 


November. The decision to. 
| medium or heavy helicopters will 
‘be one item on Rithauddeen's 


| declare the Asean region a 


| | generals are 'almost certain to 
| stand in the next general election, 


| former 4th Army Region . 
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hment of the joint: 
up, will be implement. 
à July next year. i 
MOSCOW BOUND 
Tunku Ahmad Rithauddeen is 
likely to visit Moscow in 
investigate the purchase of Soviet 
agenda, which also includes 


discussion of the proposal to. 


nuclear weapons-free zone. This 


| proposal received endorsement. 
| at the 10-12 September meeting 

-ofthe Asean standing committee 
| in Kuala Lumpur. 





scheduled for 1987. Controversial 


in Tamil Nadu to head off a strike over 
labour laws, union officials said' (12 
Sept.). Security officials held emergency 
talks following a series of attacks by Sikh 
extremists in Punjab in which at least nine 
people were killed and more than 60 in- 
jured. (13 Sept; About 50 anti-govern- 
ment prot were wounded and 300 
arrested in clashes with the police during 





a general strike to demand the reinstate- 


ment of ousted Andhra Pradesh chief 
minister N. T. Rama Rao (15 Sept.). Rama 
Rao was reinstated (16 Sept.) He freed 
politicians from jail in Andhra Pradesh 
(17 Sept.). One person died and two were 
injured in new Hindu-Muslim clashes in 
Hyderabad, police said. Three senior offi- 
cials from the Afghan state airline Ariana 
defected in New: Pehi, it was reported (18 
Sept.). 

JAPAN dk 

Seven people were confirmed dead and 
22 feared.missing when an earthquake 
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struck central Japan, it was s reported ( 18 
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E ons enty, ‘and former 

supreme commander Gen. Saty 
Kerdphol is being tipped as à. 

| potential Social Action Party 
candidate in northern Sukh 
province. Harn resi igned from 
army in March this year. Both 
| oppose proposed constitutional: 
amendments aimed at giving the 
army a bigger say in governam nt. 


FEARS OF REPLAY VU 
| United States, J apanese, French a 
| and Australian diplomats in — 


| Seoul are expressing concern — 
M Bout 


ae Jung, who has said he pi 
| to return home from exile 











































assassination in Manila of forme 
Philippine senator Benigno 
| Aquino in mind, fears have been 
expressed in eoul for 
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vear ‘prison sentence — will be 
imprisoned i es ne doos return. 


lets, a government official said (18. 


The sen of Chinese leader Deng 
ping, Deng Pulang, arrived On a fu 
visit (76 Sept.). 


PAKISTAN. 
Four Afghan aircraft bombed a villag 
in northern Pakistan (14 Sept.) | 





More than 26,000 people fled their wie 


| lages on the slopes of the Mayon volcano. | 


| cials from the North and. South ended in 
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|] Point Paon 30 ra away, official 

| E | said AL E Sept. ^ 
lims in Jakarta (f 'Sépt. y “Western: dip- i E s 
lomatic : sources. icum at least 20. rg | THA 


when it erupted, it was reported (18. Sept) |. 


SOUTH KOREA 

The government aécepted a North. K« 
rean offer of relief goods for flood victims. | 
(1i Sept) Talks between Red Cross oie: 






deadlock when they failed to agree om 
ways of delivering the relief supplies, it 
was reported (18 Sept.). 
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Murdani; riot victim: a firm hand brings a quick calm. 





Muslim riots in Jakarta reveal tensions over the state ideology 





By Susumu Awanohara in Jakarta 


S urface calm has returned to the 


port district of Tanjungpriok in 

north Jakarta, where Muslim 
rioters attacked a police post and went 
on a rampage before being quelled by 
troops on 12 September. Commande 
of the armed forces Gen. Benny Mur- 
dani explained the incident to the na- 
tion with unusual speed and clarity, 
minimising panic and forestalling the 
spread of disturbances. But there is à 
feeling that the government may want 
to fine-tune its Islamic policy, particu- 
larly where it concerns the state ideol- 
ogy, Pancasila. 

On 13 September Murdani called in 
chief editors of local newspapers to in- 
form them that on the previous night, 
an angry mob of about 1,500 — armed 
with knives, sickles and other weapons 
held a mass rally. They then 
marched on the police post, manned by 
only 15 officers, who had no choice but 
to fire at the crowd. He said nine peo- 


ple were killed and 53 injured in the | 


melee that followed. 

Murdani said the incident had its 
origins nearly a week before, when 
provocative pamphlets and posters, 
fanning "ethnic, religious, racial and 
group" emotions, were found in and 
around a mosque in Tanjungpriok. 
After repeated appeals to remove the 
posters went unheeded, security offi- 
cials blacked some of them out. On 10 
September, an official attempting to 
remove a poster was beaten up and his 
motorcycle was set on fire. Four men 


14 


were later detained in connection with 
this incident and it was to demand the 
release of the four that the organisers 
of the unauthorised rally agitated the 
crowd, according to Murdani. 

The police at the post were warned 
by telephone that there would be death 
and destruction unless the demand 


| was met. The mob took to the streets at 





around 11 p.m. Half an hour after the 
first assault in which police shots were 
fired, the mob mounted yet another as- 
sault, causing more casualties. By 
around midnight, the crowd was dis- 
persed by troop reinforcements. Vehi- 
cles and shops were burned: one family 


| of three was trapped in the fire and 





| ernment policy — notably the policy 


died. Murdani appealed to the public 
to remain calm and carry on normal 
daily activities, while heightening vig- 
ilance against the instigators of trou- 
ble. He said the government would 
coritinue to be firm with troublemak- 


ers. 
F broad outlines of Murdani's ac- 

count. For obvious reasons Mur- 
dani avoided detailed descriptions of 
the pamphlets, posters and the fiery 
speeches of 12 September; he also 
played down the religious aspects 
of the Tanjungpriok incident. For at 
least several weeks those who are be- 
lieved to have been involved in the 
incident had been mounting a sharp 
attack on top government leaders, gov- 


ew, so far, have challenged the 


A first warning shot 





| requiring all politieal and social (in- 





| cluding religious) groups to adopt Pan- 


casila as their only ideological founda- 
tion — as well as on Chinese and Chris- 
tians. 

Many thought Murdani's casualty 
figures were on the low side. Eyewit- 
nesses claimed that the crowd was 
larger than 1,500 at the time of the 
clash with the police, while informa- 
tion coming from hospitals and 
families of the missing suggested there 
were at least 20 deaths by 13 Sep- 
tember. Much higher figures are cited 
but these cannot be confirmed. 

Nor was Murdani's press conference 
an occasion to probe for the deeper 
causes of the incident. Commentators 


| have pointed to the special charac- 


teristics of Tanjungpriok as a factor. 
Many inhabitants of this compressed 
port zone are ill-edueated Sundanese, 
Bugis and Madurese as well as Betawis 
(native Jakartans) — a hotheaded and 
deeply religious lot. Economically, 
they are not the worst off but work is 


. irregular and life insecure. The coun- 





try s imports have been down dramati- 
cally, reducing port employment, and 
recently the government suddenly has 
banned much stevedoring activity in 
an apparent attempt to rationalise 
transportation services. There is also 
an ecological problem: fresh water is 
difficult, and expensive, to obtain in 
Tanjungpriok. 

Analysts have described the al- 
leged instigators of the incident as 
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"golongan frustrasi" (a frustrated 
bunch) Although branded extremist 
Muslims, most members of this group 
dre not acknowledged to be serious re- 
ligious thinkers. Rather, they are con- 
didered failed. politicians, having 
leadership qualities which they cannot 
put to.meaningful use. Their critics say 
they only use Islam to give moral justi- 
fication to their anger. 

Amir Biki; one of the ringleaders and 
first victims of the Tanjungpriok inci- 
dent, was perhaps typical of this 
group. Belonging to the proud 1966 
Genération, who as members of stu- 
dent and youth organisations helped 
establish the New Order regime, Biki 
was "Commander" for Tanjungpriok 
in the paramilitary "Student Regi- 
ment" in the days following the 
aborted communist coup of 1965. As 
Muslim leader Abdurrahman. Wahid 
acknowledged in a critical assessment, 
Biki went on to become a respected 
community leader, representing the 
interests of the common man in his 
area. 

More recently, Biki disagreed with 
his friends from the Student Regiment 
days on how to bring about social re- 
form. Whereas many believed that in- 
tellectual and piecemeal methods were 
best, Biki preferred mobilising the 
masses. According to Wahid, one of 
Biki's weaknesses was wanting im- 
mediate and complete solutions to 


problems: 
M escaped into the sanctuary of 
the mosques in recent years, às 
political activity has become more 
restricted. — partly by the so-called 
campus life normalisation campaign of 
the late 1970s. Similarly, many young 
people interested in politics became 
active in their community mosques. 
Forming their own small groups — 
and establishing contact with like- 
minded groups and some of the pro- 
minent extremist activists — the 
remaja mesjid (mosque youths), have 
tended to stay away from established 
Muslim mass organisations or politi- 
cal parties, whose leadership they 
do not recognise. While the govern- 
ment now seems to be giving a more 
respectable place to campus mosques 
and also watching them more closely, 
the radical and fragmented remaja 
mesjid movement has gone largely un- 
checked. 

While frustration on the part of the 
masses and the instigators may have 
contributed to the Tanjungpriok inci- 
dent, there also seems to have been a 
genuine concern about the govern- 
ment's policy of making Pancasila the 
single principle for all social organisa- 
tions — despite repeated assurances 
that the ideology will never replace, or 
even come in conflict with, religion. 


any failed politicians have 
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One interpretation is that the masses 
— facing a hard life materially — cling 
to spiritual solace provided by reli- 
gion, and easily can be misled to be- 
lieve the Pancasila policy will some- 
how threaten religion. There are some, 
particularly among the alleged ex- 
tremists, who are convinced that state 
and religion cannot be separated and 
who reject Pancasila from this fun- 
damentalist point of view. But a large 
number of people have problems not 
with Pancasila as such, but only with 
the Pancasila-as-single-principle po- 
licy, which they have yet to under- 
stand, though they should not be consi- 
dered anti-Pancasila as such, some be- 
lieve. 

In discussing the causes of the Tan- 
jungpriok incident, analysts have 
asked why the army came so late to the 
scene and was unable to prevent the 
disaster. Some Muslim radicals allege 
the whole incident was provoked by 
government agents or that the govern- 
ment at least allowed the incident to 
take place to find an excuse for crack- 
ing down on radicals. 

Murdani gave his own answer to the 
same question at the press conference 
when he said that the law permitted 
Indonesians to criticise and vilify any- 
one as long as this was not accom- 
panied by the use of force. The implica- 
tion was that. the army would not take 
action as long as the rally's attacks 
against the government remained ver- 
bal. Some even feel the army — and the 
government — were more or less out of 
touch with Muslim sentiments on the 
ground, hampered by local officials 


reluctance to pass on criticism to their 


superiors. 

The feeling among observers is that 
the government is now in control of the 
situation and disturbances will not 
spread in the immediate future. But 
the Tanjungpriok incident, according 





to some Muslim leaders, was a clear | 


indication that the government must 
rethink its tendency to install pro-gov- 
ernment elements as leaders of na- 


tional Muslim organisations — regard- | 


less of whether these men enjoyed the 
confidence and respect of the commu- 
nity (REVIEW, 13 Sept.). 

Another lesson from the incident 
was that national unity appears to be 
fragile, still, perhaps vindicating the 
government's extreme concern for 
security and stability. The irony is that 
the Pancasila-as-single-principle po- 
licy — meant to consolidate national 
unity by eliminating, once and for all, 
conflicts which are based on ideologi- 
cal differences — is confusing some 
people and could even threaten that 
very unity. As one analyst put it, à 
little more persuasion and a little 
less coercion may open the way for 
a more genuine acceptance of the po- 
licy. o 











Rama Rao is reinstated and 
Congress sees the adventure 
turning against it 


By Mohan Ram in Hyderabad 
T he people of Andhra Pradesh said it 
with flowers and firecrackers and 
danced.in the streets in frenzied jubila- 
tion. Their will had triumphed over the 
manipulative politics of money, power 
and skulduggery that had kept their 
chief. minister, former film idol 
N.. T. Rama Rao, out of office fora 
month. 

Prime Minister Indira Gandhi's 
Congress party had engineered a coup 
through a surrogate in the state legis- 
lature on 16 August. After a deter- 
mined battle, backed by à mass up- 
surge in the state and a powerful dem- 
onstration of opposition solidarity 
outside, Rama Rao won. The usurper, 
Bhaskara Rao, who could not muster a 
majority in the state legislature, was 
dismissed and Rama Rao reinstated 

India's 34-year-old experiment in 
parliamentary democracy has no pre- 
cedent for a dismissed chief minister 
staging a comeback without having to 
go through an election. Rama Rao’s 
triumph is a severe setback to Mrs 
Gandhi, second only to her rout at the 
1977 elections when she tried to 
legitimise, her 22-month-old Emer- 
gency rule. 

Rama Rao, before his dismissal, was 
already providing the focus for na- 
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< The opposition has begun to realise 
that it can achieve a great deal through 
united action. Given the ideological 
differences in the opposition — with 
communists at one end of the spectrum 
and Hindu nationalists at the other —a 
ingle opposition party is impossible. 
But the parties could still arrive at an 
ntricate pattern of adjustments to 
.pool their vote against the Congress 
party in the general election which is 
_now possibly only four months away. 
here is little doubt that opposition 
nces have improved considerably 
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the Andhra Pradesh debacle. 
s tend to think that Mrs Gan- 
ll not now risk another adven- 
-by destabilising the remaining op- 
tion-ruled states before she faces 
poll. The Janata Party government 
in Karnataka was the next obvious 
target. But the Communist Party of 
India-Marxist had also feared that she 
would move against their government 
in West Bengal on the pretext that its 
finances had been mismanaged. 

Nor is it now considered very likely 
hat the prime minister will push plans 
for a change to a presidential system. 
he has been reiterating that the polls 
take place by January as sche- 
led and that there will be no change 
the system without a proper debate, 
ch there is now little time. 
e popular interpretation of events 
idhra Pradesh is that the prime 
r decided on retreat in order to 
the damage already done to 
tion chances in the rest 
Even so, she faces consi- 
in the state, where she 
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y seat in : ion 
of the state's total of 42 — and that ir 
cludes her own. The healing process in 
Andhra will have to be fast if this is not 





to end in an unmitigated disaster. 


he crisis itself has had its ludicrous 
as well as its tragic moments. The 
bloody riots which followed Rama 
Rao's dismissal by then governor Ram 
Lal gave way to a comic opera script as 
Bhaskara Rao tried and failed to con- 
vince more members: of Rama Rao's 
Telugu Desam party to join him amid 
allegations of open bribery and intimi- 
dation. 

To buy popularity, he announced a 
series of measures including the sub- 
sidised sale of rice, with little regard 
for state finances. Even with these 
measures, he.-clearly was coming 
nowhere near the required majority in 
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the 295-seat assembly as the 30days he 
had been given tò call a vote of confi- 
dence drew to a close. After consider- 
able foot-dragging Bhaskara Rao set 
11 September for the trial of strength. 

India has not witnessed anything so 
bizarre as it did in the preceding week- 
end. A Hindu festival on.9 September 
was politicised to stoke the embers of 
religious tension in the state capital of 
Hyderabad to provoke Hindu-Muslim 
riots and arson. The whole city was 
placed under a curfew and troops call- 
ed in — on the very day that Rama 
Rao's following of more than 160 legis- 
lators, who had gone to neighbouring 
Karnataka state fearing coercion, ab- 
duction or arrest, began their long road 
journey home. | : 

The following morning the police 
tried to obstruct their. entry into the 


city on the plea that the legislators did 


| position parties and a large corps o: 






not have curfew passes. An attempt at 
interference with the legislators was 
foiled, thanks to the presence of civil- 
rights activists, leaders of national op- 
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ng curfew, 


| legislators of both sides drove through 
the empty streets to the heavily 


guarded legislature chamber. Leaders 
of national opposition parties who had 
converged on Hyderabad to extend 
moral support to Rama Rao and to en- 
sure the vote was taken in a fair man- 
ner were denied visitors' passes, and 
the house met with the visitors' gal- 
leries empty. Every member. was 
frisked for weapons, something unpre- 
cedented, and there were.130 marshals 
— as opposed to a normal complement 
of two or three — to ensure order in the 
house, or more than one for every three 
legislators. 

Within half an hour of the meeting, 
the acting speaker adjourned the house 
on the first day because Bhaskara 
Rao’s supporters, chanting unprinta- 
ble epithets against Rama Rao and his 
supporters, would not allow any de- 
bate. One of them advanced menac- 
ingly towards Rama Rao, wielding a 
rod wrenched from a microphone. 
Members left the chamber amid. pan- 
demonium when a fire was noticed and 
quickly put out. > IT IM 
There was a similar spectacle the 
next day when the discovery of an ex- 
plosive device caused an adjournment 
and after the third. day the acting 
speaker resigned, saying he had not 
seen such behaviour in his 28-year 
career. The house could not meet again 
until a new acting speaker was ap- 
pointed, giving Bhaskara Rao another 
breathing space. | CBE. 

But by 14 September, things were 
changingin New Delhi. There was con- 
siderable uneasiness among Mrs Gan- 
dhi's advisers about the continuing 
crisis. A small coterie around the prime 
minister's son, Rajiv Gandhi, is widely 
believed to have engineered the coup, 
but few would buy the theory that it 
did not have Mrs Gandhi's clearance, 
despite her denials of involvement. 

Bhaskara Rao is believed to have 
misled them into believing he had 91 of 
Telugu Desam's 199 legislators and, 
with the support of the Congress party 
bloc of 57, would have a clear majority 
in the assembly. The anguish in New 
Delhi was not over the morality of the 
coup, but over the clumsiness of its 
execution. 

While Rajiv's group wanted to ride 
the storm out, giving Bhaskara Rao 
more time, Mrs Gandhi's advisers ap- 
parently were agreed on-ending sup- 
port to. the minority government but 
differed on the next step. Some wanted 
the state placed under direct rule from 
New Delhi (president's. rule) to keep 
Rama Rao out of.office. But, in the 
event, the decision waste back out and 
try to avoid any further electoral dam- 














age and further comfort for the na- 
tional oppositio a 








Practice really does make perfect. 


Without doubt, Chris 
Evert-Lloyd has secured 
her place in the Tennis Hall 
of Fame. 

Her determination and 
style separate her clearly 
from the merely excellent 
players. 

Despite three Wimble- 
don, six US and five French 
Championships, her will to 
win is undiminished. 

She has always played 
precisely, accurately. 

Forehand and double- 
fisted backhand drive the 
ball hard and deep to within 
inches of the line, with a 
consistency and accuracy 
that bear testimony to years 
of practice. | 

An increasing willingness to come up to 
the net and then volley with the same ruth- 
less efficiency has raised her game to near 
perfection. 

On court, Chris Evert-Lloyd is a very 
tough competitor indeed. 

Off court, however, she reveals a witty, 
charming and relaxed personality. 

“For the first few years, I think the crowds 
were just waiting to see the Ice Queen melt? 
she says. "And, of course, eventually I lost 
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some matches...but when 
they saw I could take it... 
that I was human...then 
they liked me for it. Now 
crowds are usually on my 
side...and that's nice!” 

These two contrasting 
facets of Chris Evert-Lloyd 
—machine-ine efficiency 
and toughness in what she 
does; feminine charm and 
style in who she 1s— are 
also perfectly embodied in 
8 the watch she wears. 

A Rolex Lady-Datejust. 
"It's a really strong watch; 
she says. "About four hours 
of practice a day — serves; 
* volleys; backhands; fore- 
' hands—is quite a hammer- 
ing...yet it always keeps 
right on going. It's always surprising to me 
how something that looks so beautiful can be 
so tough. 

“Still I know Rolex have been making 
watches for a very long time and 'practice 
makes perfect’ is something I’ve always 
agreed with: 

Chris Evert-Lloyd and her Rolex Lady- 
Datejust. They may be very, very tough. 

But both of them are every W 


inch a lady. ROLEX 


of Geneva 





The Rolex Lady-Datejust Oyster Perpetual Chronometer in 18ct. gold with matching President bracelet. 








Every working day, the National Westminster Bank channels the flow of money around the world 
from an enviable position at the centre of 24-hour international banking time. 


From one ofthe world's largest dealing rooms at the heart of NatWest's World Money Centre, NatWest 
dealers play a major role in linking foreign exchange markets east and west — during a working day that 
comfortably spans the day's end in Tokyo and the beginning of business in New York. 


AUSTRALIA TELEX 24491 BAHAMAS TELEX NS 20177 BAHRAIN TELEX 8559 BELGIUM TELEX 21208 BRAZIL TELEX 391-2130051 CANAL 
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A plate that’s as clean after the meal as it was We also pride ourselves in the choice of foo 
before means just one thing. Yet another satisfied offered, with every thing from Cray Fish Cardina 
Saudia customer. and Veal Grenobloise. toC hateaubriandand Poussit 


You see, Saudia prides itself in se rving the best And we have an excellent choice of cheeses. 
airline cuisine in the world. Our menus also change every month, and oi 


long haul flights you can savour a traditional meal 
from the country of departure or arrival, or alterna- 
tively a European dish. 

But no need for compliments to the chef. Your 
cleaned plate will do. 
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I ARABIAN AIRLINES - A MEMBE 


Welcome to our world. 
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ALL THE FACILITHSS YOU. EXPECT 79 TRAVEL AGENT OK THE GALADARI 
FROM AN INTERNATIONAL HOTEL MERIDIEN COLOMBO: 
PLUS THE UNEQUALLED STYLE AND 641 LOTUS ROAD, COLOMBO 1. 
ELEGANCE THAT IS. LE RAFFINEMENT., TEL: 544244 
FOR RESERVATIONS, CONTACT YOUR 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


GROUPE AiR FRANCE 
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Kuala Lumpur has few of the crushing problems found in 
other Asian capitals, but it has to look to the future 


By Michael Specter in Kuala Lumpur 


This city is grow- 
ing fast. It is scurry- 
ing towards a fu- 
ture it has hard- 
ly defined or 
even considered 
much — but com- 
pared with most other capitals in Asia 
it remains quiet, orderly and small. 
The entire population of the city — 
nearly 1 million — amounts to only 
about a quarter of Calcutta's street- 
sleeper population. 

The city is green, peaceful and sub- 
urban with long rows of palms lining 
the wide roadways. Kuala Lumpur 
does have its bumper-to-bumper traf- 
fic jams, and they get bigger every day, 
but here the bumpers are often at- 
tached to Mercedes, Volvos or BMWs. 
There are none of the chickens, cows or 
ox-carts seen so often on the roads of 
other Asian cities. 

Signs of the city's prosperity are 
everywhere. One recent survey, com- 
missioned by the government, found 
that almost half the homes in the met- 
ropolitan area had video cassette re- 
corders. Income levels within Kuala 
Lumpur are among the highest in Asia. 
Fewer than 13% of the city's residents 
live below Malaysia's poverty line, and 
even they would be considered fortu- 
nate in many other cities. 

Yet Kuala Lumpur today faces a 
series of tough choices about its future. 
It is absorbing rural immigrants fast 
and groping for a new racial identity. 
The physical growth of the city has 
been so explosive during the past cen- 
tury — jumping from a quarter of a 
square mile in 1895 to 94 square miles 
today — that almost no amount of 
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planning could have kept pace with it. 
And, unfortunately, during all those 


. PF > am PE 
The mayor; construction in Kuala Lumpur: a series of tough choices. 
Co, for 8. 


years the city has grown like a weed, | 


with almost no direction at all. 
"Kuala Lumpur has gone from à 

bunch of tin miners to a major city in 

60 vears," said M. K. Sen, one of Ma- 


laysia's leading town planners. "Of | 


course there are going to be problems. 


They aren't onthesame scaleas Manila | 


or Bangkok, but if we don't watch out 
they could get that way." Sen and most 
other officials believe the city can re- 
tain its sense of serenity as Malaysia 
presses towards industrial develop- 
ment. But it will not be easy. 

During the past 20 years the city, 
which became a Federal Territory in 
1974, has grown at an annual rate of 
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and they make up almost three-quar- 
ters of the squatter population 

In seeking to industrialise more 
rapidly, Malaysian Government offi- 
cials regularly point to South Korea as 
an example of success. But planners 
should take Seoul, which has been 
practically strangled by growth, as an 
example of what success can do to à 
capital city. Officials in Kuala Lumpur 
want to have 2.2 million residents in 
the city by the year 2000, with half of 
them in the labour force; but if current 
rates of growth are maintained the fig- 
ure would probably exceed 4 million 

"Everybody in Malaysia is always 
talking about how many people we will 
have by what year,” said one leading 
economist, "but numbers aren't the 
point or the problem. The problem is 


| what are the people we have living here 
| going to be able to do and how will they 


5-7%, according to the Town Planning | 


Department. That is more than twice 
as fast as the growth of most other 
cities in Malaysia. And the demog- 
raphic changes have been substantial. 
In 1947 Chinese accounted for more 
than 70% of the population of the city. 
Ten years later, only 60% were 
Chinese. Today, according to the gov- 
ernment, 
Chinese and almost a third are Malay. 

By 1990 more than 50% of all Malay- 
sians will live in cities. Many of the 
rural Malays who have been urged by 
the government to come to the city 
from their plàntations and villages are 
finding city life tough. They have no 
urban or industrial tradition but the 
government has decided that Malay- 
sia's future will be largely urban and 
industrial. Malay families are bigger 
than average, often they are the city's 
poorest residents. Increasingly, their 
homes làck even the basic amenities 


little more than half are | 


be able to live?" 


E: now, congestion — while mild 
compared to Jakarta or Bombay — 
has become evident. The highways 
have been overwhelmed by the rise in 
people's ability to afford cars. Since 
1980, a million new registered motor 
vehicles have been added to Malaysia's 
roads most of them around Kuala 
Lumpur. But the city's major arteries 
have not been able to handle the 
growth. The largest highway has de- 
teriorated from the day it was com- 
pleted five years ago, and will now 
have to be rebuilt, almost from scratch. 

And for the relatively small group of 
people — currently 30% — who must 
rely on public transport, Kuala Lum- 
pur presents almost insurmountable 
problems. The city’s public transport 
system is among the worst in Asia, 
though a fancy new one is now on the 
drawing boards. Taxi drivers are 
whimsical, and there is no significant 
coordination in routes or fares among 
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| the three private bu s systems commu 
ers must use. 
A drive pi the city s akesi sub- 
urb, Petaling Jaya, to the financial dis- 
trict in the centre of town takes about 
20 minutes by car. The bus trip can 
an hour-and-à-half. “Public 
transport has not been our proudest 
achievement," said Datuk Elyas Omar, 
— themayor. “But we are going to resolve 
- those problems. If we didn't move to 
mass transit the city would. be 
paralysetl.” ! 
Housing, however, presents Kuala 
- Lumpur with its most serious prob- 
. lems. Squatters make up almost a 
/ quarter of the population, and the size 
> pf the squatter community has been 
wing at an alarming rate. Accord- 
ing to the Finance Ministry, squatters 
cupied 25% of the city’s land in 1975, 
; E their population has been growin 
Eon twice as fast as that of the eity: 
t an average annual raté'óf 9.7%, jac 
rding to the mayor's office: '** 
.,, Housing construction has fallen way 
"gs demand, and hà even come 
close to ing the government's 


T 2 lan, which ends in 1985, calls for 1 


— million new housing units to be built in 


T he country. Kuala Lumpur should 
ave received 20,000 units each year. 


h E: ut town-planning officials estimate 
th at they provide only about a third of 
- that, "We are 44% behind in our hous- 




















The incorrect name, address 

. and telephone numbers of 
Sharp's copier distributor 

in the Republic of the 
Philippines were printed in 
Sharp Z-60 advertisements 

- which appeared in the August 

30, September 6, and 

September 20 issues of the 

Far Eastern Economic Review. 


The correct name, address and 
telephone numbers of Sharp's 
Philippines copier distributor are: 








DATACOM SYSTEMS 
CORPORATION 


No. 65 Buendia Avenue, Makati, 
Metro Manila, The Philippines 


Tel: 815-24-73, 815-24-74 
. 815-24-11, 815-18-73 


goals. The current five-year 


Kuala Lumpur housing: way behind demand. 
ing programme altogether,” said Nap- 
siah Omar, deputy minister of housing 
and local government. “That includes 
construction, land availability, fi- 
nance and administration." 

"The*government has prepared an 
elaborate.new Draft Structure Plan, 
which is supposed to elucidate cohe- 
rent goals for Kuala Lumpur's future. 
But critics, who chafe at the racial 
quotas that are assigned to almost 
everything, from housing to job oppor- 
tunities, believe the plan is only a jus- 
tification for the government's desire 
to redefine the city ethnically as well as 
improve it physically. 

The steady increase of the Malay 
population in urban areas has caused 
unease among some Chinese who feel 
that Kuala Lumpur is being shaped in 
ways that deprive them of their tradi- 
tional dominance of the cities. There 
are many people — both in and out of 
government — who feel that restruc- 











turing society in favour of bumiputras 
(Malays and other indigenous peoples) 
has taken precedence over the eradica- 
tion of poverty or any other officially 
articulated goal. 

"The structure plan is supposed to be 
the guideline for orderly growth," said 
Lee Lam Thye, a Kuala Lumpur MP 
from the mostly Chinese-based oppo- 
sition Democratic Action Party. "But 
what it really is, is the government's 
systematic plan to transform Kuala 
Lumpur in order to make it a city in 
which the Chinese majority becomes a 
minority.” 


he deca officials, citing their 
stated desire to distribute econo- 
mic opportunity more equally, say that 
inevitably some wealth and power will 
pass from Chinese to Malay hands. But 
the method of change has caused anger 
and controversy. And, in many cases, 
increased bumiputra ownership ‘has 


Another terrible twin? 


Planners are going to build a second city 30 km from the capital ' 
despite the fact that there is no pressing need for it 


win cities and "drawing-board 

towns" keep popping up all over 
the globe. Often they are created to re- 
lieve pressure on a capital city, and 
sometimes they are supposed to be- 
come the capital city. Islamabad, Can- 
berra, Brasilia, New Bombay are all 
examples of cities formed by adminis- 
trative fiat rather than'by history it- 
self. During the Park Chung Hee re- 


gime, South Korea even drew up plans | 


for a capital to replace Seoul. 

Malaysia has decided to join the 
ranks of countries which are creating 
major new cities. Early this year, 
Prime Minister Datuk Seri Mahathir 
Mohamad revealed plans for a twin 
city to Kuala Lumpur. The city, to be 
constructed in what is at present a 
quiet retreat at Janda Baik, is 30 km 
from the capital. 


Many people question how success- 
ful twin cities can be, and wonder why 
Kuala Lumpur — a relatively un- 
crowded place for a capital city — 
needs one. But, as with its proposed 
light rail transit system, the govern- 
ment says that in building the 207 km? 
alternative, they are planning for the 
future before it overtakes them. “This 
will let Kuala Lumpur remain a plea- 
sant city," said Kuala Lumpur Mayor 
Datuk Elyas Omar, one of the new city's 
bigger fans. “It will bea duplicate of KL, 
not some cold centre of government." 

Given Malaysia's dens to indus- 
trialise more rapidly, and move a 
growing number of Malays to cities, 
the plan, if successful, could ‘allow 
rapid growth without the duri: that 
often accómpany it. 

Malaysia does plan tos grow: fast. 








been achieved while lessening the bur- 
den of poverty has not. 

The idea behind the new planned 
structure is to divide the Federal Ter- 
ritory into three planning zones and 
channel different types of develop- 
ment into each. Zone One will be the 
central planning area, where only 
moderate commercial growth is to be 
permitted. Zone Two will consist of 
areas targeted for a quicker pace of 
development, and in Zone Three the 
current pace of growth will be allowed 
to proceed unabated. 

Federal Territory Minister Datuk 
Shahrir Abdul Samad has said that he 
wants the population of the central 
area to increase by 360,000 — 60% — 
in the next 15 years. The structure plan 
encourages residential development at 
the expense of the commercial growth 
that now predominates. In effect, this 
plan will force many Chinese mer- 
chants out of their E e M E Eo so that 


Much comment has been made about 
the prime minister's stated desire to in- 
crease the country's population to 70 
million from 14 million over the next 
115 years. That figure would not even 
require a radical increase in fertility 
rates, and would not represent an un- 
natural burden on the resources of the 
country. But 70 million Malaysians 
would test the cities, and it is for this 
reason. that most people feel Janda 
Baik will be developed. 

At first, according to government 
sources, the new city will grow at a fas- 
ter rate than Kuala Lumpur. It has also 
been assumed that initially the new 
city would be governed by the admin- 
istration of Kuala Lumpur and be part 
of the.same Federal Territory. Janda 
Baik will have 100,000 residents by the 
end of the decade, 300,000 by 1995 and 
half a million by the year 2000 if it 
grows as the government plans. Sev- 
eral major government agencies would 
move there, according to initial plans. 
But critics wonder how well this city 
will do compared to other twin cities. 

"The concept is terrific,” said a LE 
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Miles idani can move in. 
There is widespread fear that the con- 
sequences of distinctly unequal 
growth in different areas and among 
different races will lead to certain 
parts of the city turning rapidly into 
ghettoes. 

The present official policy in Malay- 
sia is that 30% of anything must go to 
bumiputras: that is 30% of the hous- 
ing, 30% of equity in investment, and 
30% of commercial enterprises. But 
the policy has presented practical as 
well as moral and political problems, 
and it promises to become more dif- 
ficult in the future. For there is much 
more to a vibrant city than equity in 
corporate capital. 

"You can try to restructure society 
through planning," said one person in- 
volved in drafting the new plan for 
Kuala Lumpur. “But can you really say 


one in every three shops must be | 


Malay, one in every three restaurants 
must be run by Malays, and hope for it 
to work? This is an attempt to share the 
cake with everybody. To have unity in 
the country. But I doubt this will create 


peace, goodwill and harmony in this | 


city." 


he city promises much to the Malay 

immigrant, but it is difficult to 
match expectations. Urban poverty is 
on the rise. Almost half of all squatters 
in Kuala Lumpur have a household in- 
come below M$400 (US$170) a month, 
the poverty line as defined by the gov- 
ernment. City Hall estimates that 
about 40% of the population needs to 
be rehoused now. Housing density 
among the poor in Kuala Lumpur, 


Ex! Sue 
| 
i 


while low in comparison to other Asian | 


cities, is rising quickly. 
But the money for new housing to 


Chan Onn, dean of the Faculty of Eco- 


nomics at the University of Malaya. 
“But can it work? Patterns of human 


settlements have never been dictated | 
by policy but by traditional desires. We | 
don't see many successful twin cities | 


out there to draw hope from." 

Most alternative cities have been 
created out of a need to stave off 
further growth of major cities and the 
desire to enhance a country's national 
identity. This is clearly not the case in 
Kuala Lumpur. Therefore, it may be 
that people will choose to move to the 
new town because getting to Kuala 
Lumpur is not the compelling need in 
Malaysia that moving to Jakarta is in 
Indonesia or Bombay in India. 

But people. may also decide that, 
with so much more room in Kuala 
Lumpur why go to a city with no his- 
tory? It will be up to the government to 
convince people that Janda Baik is a 
better place to live than Kuala Lum- 
pur. That has been tried elsewhere 
with no success, but nobody has ever 
started as early as Malaysia. 

— MICHAEL SPECTER 


AGRICULTURAL CONSULTANTS 
Expenenced professionals interested in both shorlerm and 
long-term consulting opportunities in developing regions of the 
world are sought by Austrahan Agncuttura! Consulting and Man- 
agement Company Pty Lid 
AACM is particularly keen to register indnaduals wilh prover er- 
perience in developing countnes. who are accustomed to work: 
ing under pressure as team members and who are Skilled in writ: 
ing detailed reports 
AACM seeks persons for a wide range Of services including 

€ Livestock and Pasture Produchon 

: Rainfed Agriculture 

€ irrigated Agnculture 

€ Land Development and Land Settlement 

e Soils and Land Use 

€ Soi Conservation and Watershed Management 

€ Agricultura! Economics and Marketing 

€ Agricultural Extension and Credit 

€ Agricultural Training and Education 

€ Applied Agncultural Research 
Within the above broad disciplines AACM seeks specialists in 
Livestock (Rangelands, notably Alrican, pg production, poultry 
apiculture). Agronomy and Product Processing Engineenng in 
tropical tree crops, sugar. fruits and nuts. Horbiculture (including 
tropical flonculture). Viticulture, Extension Media Broadcasting 
Rural Sociology: Agro-Forestry. Agro-Industnes 
Interested individuals should wnte to 

The Managing Director 

AACM Co. Pty. Limited, 

13 Grenfell Street, 

Adelaide, South Australia, 5000 
and include a fully detailed curnculum vitae. names and addres 
ses of three references. and speofy any preference im country or 
assignmen! 


An exceptional 
opportunity 


Terveen & De Lange Ltd. is for 
sale. 

This textile wholesaledealer hes 
in the middle of Amsterdam, not 
far (800 mtrs.) from the Hong 
Kong restaurantboat. 


The 2nd. 3rd and 4th floor of the 
building are cach  two-apart- 
ments. The Ist floor has a very 
luxury apartment (more than 
300 m2). This apartment is free 
and can be lived in without any 
permits. Under this are office + 
showroom. 


Stock of piecegoods amounts to 
US$100.000,--. The firm is al- 
lowed to import and export any 
amount of textiles, without re- 
strictions. There are no debts. 


Price for the shares US$300.000,--. 


TERVEEN & DE LANGE B.V. 
GELDERSEKADE 113-115 
AMSTERDAM. 












Quality that 
survives is 
one thing. 





TE 
EMIL 


"m m 





* (i 
€ 






i | im 
Quality: Dg io ething 
= 
aN N NS 





po 







mn 









D z 
mm 


A i iS Pes li ds mm = 


ri | 4 !l Ht SAITTE v iii 
{lh Mm jum il li Virum : 
ry ^ 
| d 


My vc OM 
im ep jS zi 
t Hi Mri malina A 
m es =< ew) m i) y r : se 
um i Homme " =S 
Tir : "ny Pah 











Niall 


$eaa55° 
iti treats 
11221 
the 
LET oe. 
a 





M lll | 


; 
+S ye rere, ts 
Hin 


Ini 
| undi 


It! 
4111511 
«eiii 
niit 
HRH 
Mri 
tuii 

HAEC 

LER 
Peet 


Z. 
~Z 
b 
M u^ 
VEL 


> —— 


Ie 
a 


5,525275 
£352 


en, 


















allows. [ erbe | 
ag part of na modern telephone ictor - - 










uality i is still crucial. 
to the design nel i 


ione syste Atele- 














f trations swill hasc to en 
well, and function well, in fifty years’ time. | 

This is a particularly difficult moment 
for such decisions. Telecommunications is 
in the middle ofa revolution which makes 
the future shape of the network difficult to 
forecast precisely. 

From being basically simple, celesti 
méclianical machines, telephone exchanges 
have become vital nodes in a computer- . 
controlled network, communicating + 
through digital bitstreams and hand 
ling not just human voices but computer 
communications, facsimile transmission, 
teletex, image, telex... 

And since telecommunic ations is now 
almost completely integrated with elec- 
tronics, it shares both the advantages and 
disadvantages of. the rapidly-changing elec- 
tronics industry. - 
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A ‘modem digital depkone exchange. Eien 
© AXE provides unmatched call-handling capacity. 






In fact, the only thing that is certain 


about the future is that it will bring change - 


developments and improvements which 
no-one can foresee with complete accuracy 
at the moment. 

'This means that networks must be 
built on a foundation of quality ~in con- 
cept, às well as in'execution. Only quality 
of the highest standards can guarantee a 
netwodégehich will absorb change without 
crisis. « 





AXE -a quality concept 


Quality implies a long life of useful service~ 


a life measured in decades, atleast. _ 


"Yetin even 20 years, the functions and 


features of à telephone system can change 
out of recognition. (Cast your own mind 

back to the telephone network of ss mid- | 
1960s) T he basic system 










, | these days, includes speech. 


“| Ericsson's new APZ 212 supercomputer, it : 


Lis fundamentally differe: 
l other syst ilabl 


Whos afra id of the FSDIN? 


considering the problems and opportunities 
presented by the concept of the Iniegiavd 
Services Digital Network. 

This network will handle services which 
_can be transmitted in digital form — which, 








As well as speech, these services: dinchide 

facsimile transmission, nationwide | paging, 
| mobile telephony, data transmission (direct 
| communication between, and access to, * 
computers), credit card and banking 
functions, videotex, and many others. 
^ — Such services already exist; of course. 
But often they use separate lines and 
switching services, which increases their cost 
and complexity and makes widespread 
implementation of the services difficult. 
| AXE was designed with the ISDN in 

` mind, Itis structured for ISDN, and. with | TN 








can handle the increased traffic. An 
an AXE system with a digital group switch: 
has the basis ofi à successful ISDN already in 


position. 


stable, yet able to adapt all the time ~ ~ often 


- to requirements that could never have been 


foreseen when it was installed. (Who was 
planning for videotex in 19657) 

AXE is just such a stable, adaptable 
system. AXE is Ericsson's switching system, 
handling the central function of a tele- 
phone network - switching is what a tele- 
phone exchange exists to do. And the 
concept of AXE is one of very high quality 
indeed. pA 

The very structure of an AXE sv | 
t from that of any . 









series of sy: em-building blócks which can 
be arranged to build an almost infinite 
variety of systems. No matter what func- 


tons a telep none network is asked to 
. provide, A? 





can provide them, economi- 
cally and: e ëctively. 


AXE -a quality product 
Modern telecommunications systems are 
based on digital technology, and controlled 
by sophisticated data-processing devices. 
So increasingly, the quality of a system 
depends on the quality of its software ~ and 
AXE has the highest-quality software in 
the world. It, too, is modular, and it; too, is 
infinitely adaptable. In fact, the original 
AXE software has already been adapted to 
meet the needs of 80 different telephone 
operating Companies. 

Not bad for a system that's less than 
ten years old! 


AXE -à quality service 


Specifying and installing : a telephone 


switching system is a complex and long- 
term business. i is backup, and. 














andr dy 1 to run, A With 
E pport at all levels - includ- 


How it affects vou | 






ate the equipment: 
manner. 


AXE - the quality ch 
AXE is the most technica lly-advi vana 
switching system in the world te 
employs the most uy 
availableyand i 
ticated concept. 
quality kinka r 
which makes the techi 
prac tical proposition for telephone 
nies all over the world. 




































































Right now exciting things are h 
telecommunications.—- and deci 
ds cake which will have. ay 











switching system. its power 
and its ease of handling, have gwwept th 
world. 


. passed the 10-million mark, 





























The spectacular growth of world confi 
in Ericsons AXE svstem. 
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*AXE World Survey june 1984. 
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. ease the crowding has not appeared, 


and because industrial development 
has not been as brisk as planned it is 
not likely soon. In Malaysia's urban 
centres, the manufacturing sector 
created only 135,000 jobs between 
1957 and 1970, according to 1980 cen- 
sus statistics. But that is about 15% of 
the jobs needed during that period in 
cities as the labour force expanded by 
800,000. And while 400,000 new jobs 
were created during the 1970s, the 
labour force grew by more than 2 mil- 
lion. 

Although M$4.4 billion was allo- 
cated for housing during the decade 
from 1971-80, housing demands could 
not keep up with new residents. The 
private sector provides more than half 
the housing in the Kelang Valley, but 
very little is for poor people because 
profit margins are low and there is not 
much money to be made from housing 
the poor. 

The best solution to any housing 
- problem is economic growth accom- 
panied by sensible income distribu- 
tion. But in Kuala Lumpur now, 90% 
of the households earn less than M$750 
a month. For the 40% who earn less 
than M$400 a month there is little pos- 
sibility of ever owning a decent house. 
But rental housing is expensive, and 
the government has not stepped in 
with the subsidies necessary to make it 
Work. It looks to the example of Singa- 
ne: success in rehousing, but would 

better off, perhaps, looking towards 
Jakarta. 

- There, large-scale programmes, de- 
‘Signed to house a greater number of 
ple by using cheaper materials, 
have met with wide success. Since 
1957 the cost of land in Kuala Lumpur 
has escalated by 3,000%, according to 
Sen, but housing density has increased 
by about 30%. Current densities for 
housing development in urban areas 
average about 60-70 people an acre, a 


- figure that has not changed substan- 


tially for 30 years. If density increases, 
- the cost of production could decrease 
— proportionally. 


e alaysian officials believe it is im- 
portant to draw a large number of 
people to its capital city, and it wants 
‘to be recognised as a newly indus- 
trialising nation by the end of the 
century. Yet, it remains unwilling to 
sacrifice land patterns that have been 
in existence for almost a century. Ma- 
laysia cannot look to the powerful 
economy of South Korea as a model of 
growth and retain 80% of its land as 
plantation at the same time. 

Soon Kuala Lumpur will have to 
choose what kind of city it wants to be. 
Itis perhaps uniquely fortunate among 
Southeast Asian cities to have any 
choice at all. It has resources, land and 
committed planners and politicians. 
But if it does not act firmly and soon, 
Kuala Lumpur risks the danger of be- 
coming another crowded Asian city 
running hard just to stand still. ü 


WENDY FORDYCE 





| rok 
Mini-bus queue in Kuala Lumpur: a transport system that belongs in Houston. 


Car, bus or train? 


Private motors are everywhere, but planners intend to solve future 
problems with a double rail system some think unnecessary 


Kee Lumpur has a transport sys- 
tem that belongs in Houston, 
Texas. As in Houston, and many other 
prosperous new cities, carshere are not 
just for moving around in, they are a 
status symbol and a way of life. More 
luxury cars are sold in Malaysia than 
in any Asian country other than Japan. 

And for the people who can afford 
them, transport presents few prob- 
lems. Although traffic is increasing, 
Malaysia's cities have an average of 
only 40 vehicles for each thousand re- 
sidents; in Japan the figure is 240. 
Kuala Lumpur roads are smooth and 
congestion is limited to heavily travel- 
led routes. 

But Kuala Lumpur plans to more 
than double its population by the year 
2000, and the roads of the Kelang Val- 
ley are not nearly ready for the traffic 
that would create. So the government 
has decided to invest an estimated 
M$2.5 billion (US$1 billion) construct- 
ing two mass.transit systems for the 
Kuala Lumpur metropolitan area. Al- 
though nobody disagrees on the need 
for a new transit system, many people 
feel this one may be better suited to 
another city. 

Kuala Lumpur does not have much 
of a bus system, and because it is a rela- 
tively sparsely populated city spread 
over 94 square miles, many people 
have suggested that an improvement in 
the bus fleet might be sufficient to 
solve public-transport problems. But 
while City Hall and the Federal Territ- 
ory Ministry are both pressing hard for 
rapid transit, nobody is doing anything 
about improving the bus system. Cur- 
rently there are about 800 large buses 
in the entire city, and the city’s Draft 
Structure Plan calls for an increase of 
only 20%. 

Each bus costs about M$120,000, so 
to purchase 200 would cost M$24 mil- 


lion, an almost insignificant sum com- 
pared with the cost of the new light 
rapid transit (LRT). The first leg of the 
LRT alone is expected to cost M$521 
million, or 20 times the cost of 200 new 
buses. “Basically, the government is 
building a monument to itself here to 
prove its sophistication,” said one 
planner voicing a common criticism. 
“But monuments don't make money!” 

Neither do rapid-transit systems. No 
privately run mass-transit system in 
the world today claims to turn a profit, 
and unlike those in densely populated 
places such as Hongkong or New York 
City, the Kuala Lumpur system will 
have to compete with a solidly em- 
trenched automobile culture. 

In Hongkong, for example, the 
underground is used by more people 
per day per mile — 75,000 — than any- 
where else, according to the Hongkong 
Department of Transport. Only 4% of 
the population owns à car, so public 
transport is a necessity. On the other 
hand, about 60% of Kuala Lumpur's 
households own at least one car, and 
the government estimates that there 
will be a 460% increase in private-car 
ownership during the next 20 vears. 


U nderground systems are so expen- 
sive to construct that densities must 
be high to make them profitable, or, if 
one assumes a certain subsidy on the 
part of government, useful. Kuala Lum- 
pur's average population density is less 
than 5,000 people per km?. The aver- 
age in Hongkong is 31,000 and in some 
areas it is five times that number. 

The system that the Malaysian Gov- 
ernment has just approved for Kuala 
Lumpur has two distinct components. 
One, the conventional LRT system, 
will move people in and out of the 
heavily populated areas of the met- 
ropolitan region. The other, an aerobus 
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THE BELL 412 TWIN 


@ Over 60,000 hours since its 
first vear of operation have 
convinced owners on four 
continents to put the 15-place 
Bell 412 Twin to work. From its 
smooth-riding 6.2m /220 cu ft 
cabin to its record of availability, 
Bell and the 412 Twin have 
demonstrated that advanced 
technology, along with proven 
durability, can deliver cost- 
effectiveness and lasting 
reliability: 

At the heart of the 412 Twin; 
the PT6-3B Twin Pac” turbines 
provide hot day at altitude 
power. With a single pilot, you 
can ferry a 14 man offshore crew 


371km/200 nm with reserves. You 


can lift up to 2041kg/4, 500 Ibs 
on an external hook. There are 
cargo fittings and ample room 
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for equipment and supplies. It's à 
workhorse that demands your 
toughest jobs. 

The 412 does the work, not 
you. Advanced composite blades 
have an unlimited fatigue life. 
They fold for easy storage. 
Elastomerics in the main rotor 
hub reduce maintenance costs. 
Simplicity of components has 
made the 412 one of the most 
dependable helicopters flying 
today! 

When you combine your 
needs with the field-proven Bell 
412, you're linked with over 56 
years of experience and product 
dedication. Bell's worldwide 
product support network is 
committed to keeping the 412 at 
work for you. 





For more information on 
the Bell 412 Tivin, call on 
write on your letterbead to 
Cliff Kalista, Vice President, 
International Marketing, Bell 
Helicopter Textron Inc, Dept 
735, Box 482, Ft Worth 
Texas 76101, USA 
1-817-280-3182. Telex 
75-8229, Cable Bell Craft 


Bell Helicopter JALOL] 
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off and serve the crowded central areas. 
The aerobus is an electric monorail 
irem which will snake its way above 

e streets and should be able to carry 
6,000 passengers in each direction at 
an average speed of 40 km/h. 

Critics say that there will be overlap 
between the two systems and that the 
government, which plans to build 700 
km of new roads in the region by the 
year 2000, is not serious enough about 
discouraging car use to make either 
work. They note that unlike Singapore, 
which penalises people for driving cars 
into the central business district, 
Kuala Lumpur has no such plans at 
present. 

The Kuala Lumpur Draft Structure 
Plan, and the officials who wrote it, 

. suggest that by the end of the century 
. three-quarters of all journeys in the 
. city will be on public transport. The 
- current official figure is 30% but it is 
. probably less than that. It will require 
[atine system, strong incentives and a 
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big commitment from govenment to 
make Kuala Lumpur a city that runs 
on public transport. 


he most commonly cited reason for 
- M bringing two systems to Kuala Lum- 
rather than one, is that the two 
Ea who run the city, Mayor Datuk 
Elyas Omar, and Federal Territory 
_ Minister Datuk Shahrir Abdul Samad, 
each backs a different project. The 
mayor has championed the aerobus, 
which has never been used in any city 
_ for mass transit purposes. He sees it as 
_a way to move people around from the 
_ main LRT stops and also to make a lot 
_ of money for Kuala Lumpur. 
É “The government will not lose a 
single cent on the project," he said. 
“And it will not interfere with road 
traffic either because it will be over- 
head." City officials plan to turn each 
station stop into a large commercial 
area. They believe that merchants will 
jump at the chance to lease space at the 
stations because many people will pass 
by each day. 
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cover 52.5 km by the time all five 
are completed. The system will be run 
by a private company though the gov- 
ernment has agreed to finance part of 
the construction by selling some prop- 
erty in the region. Once the project is 
completed the LRT will be taken over 
by.a local company, though the gov- 
ernment plans to own most of it. A con- 
sortium of partners from France, Bel- 
gium and Malaysia will build the sys- 
tem. 

The system will have a maximum 
speed of 75 km/h and when it is com- 
pleted is expected to carry up to a mil- 
lion passengers a day. Travel time from 
the suburbs to City Hall should be an 
average of 15 minutes, and work on the 
project should begin at the end of this 
year. The government hopes to recoup 
its investment by 1991, mostly by sell- 
ing land it hopes will become more val- 
uable once the LRT is in place. 

But creating a major new transport 
system can transform a city com- 
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pletely, and it is possible thë LRT will 
turn Kuala Lumpur intò a much more 
densely populated city than officials 
would like. Some of the new lines run 
through areas with few residents and 
little employment. Of course, the new 
system will make those areas more at- 
tractive to live and work in, but they 
might also cause the linear, dense, 
high-rise development that under- 
ground systems serve best. Although 
the city could certainly increase its 
housing density without danger, most 
residents do not want to shift to high- 
rise living. 

But the projects' fans point to most 
other Asian cities and say that it 
would be better to place a system in 
operation before population pressure 
gets out of hand, than to wait 20 years 
and then try to relieve unbearable con- 
gestion. 

"No question, rapid transit is a tall 
order for any city," said Mohamed 
Thalha, urban and regional planner at 
the Institut Teknologi Mara. "But his- 
tory proves its almost impossible to 










ple in place." He. 
LRT line will cut across the most heav- 


ily populated part of the Kelang Valley 
and offers the best chance to halt the 
rapid use of private cars. “You have to 
remember,” he added, “as much as Ma- 
laysians like their cars, at the moment 
they are really given no choice what- 
ever. You can't blame somebody for 
drivng to work if they don't have any 
other way to get there. " 


urrently, no one can argue with 

that assessment. But critics do chal- 
lenge the priorities of the government 
and the choices it has made. Even with 
the introduction of an LRT system bus 
service in Kuala Lumpur will have to 
be improved. The Draft Structure Plan 
states that "buses will continue to be 
the principal means of transport" even 
with the new system. 

But, for whatever reason, the politi- 
cians of Kuala Lumpur seem wholly 
committed to the twin transit system 
now being planned. The Department of 
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Proposed rolling stock; proposed station: a space-age view of the fure. 





Town Planning estimates that capital 
investment in the LRT would be about 
M$1.9 billion, or about the same as the 
city's entire current transport cost. By 
the end of the century, city officials be- 
lieve, the LRT will still only account 
for about 17% of the city's transport 
costs. They say that money spent on 
private cars and motorcycles will be at 
least three times that. 

If a cheap, privately owned mass- 
transit system comes to Kuala Lumpur 
it will bethe first city to haveone. If the 
plans work then Kuala Lumpur will 
also be one of the few cities in the 
world that looked far enough into the 
future to address the problems of 
growth before the growth occurred. 

One risk, however, is that the system 
itself will bring unacceptable levels of 
growth in the metropolitan area. And 
the other is that the government will 
waste millions of dollars that could be 
put to better use in other ways. In any 
case, it is a gamble the government 
seems determined to take. 

— MICHAEL SPECTER 
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Che point? Technology has enl; 

not least in Europe. It's there you'll 

SNAPSHOT for your goods whole nations wit! 
money to enjoy them. To reach th 


Time was when there were amateur photographers and pany that specializes in container | 
professionals. Snapshot cameras and “photographic instru- nent. ScanDutch. We'll make you 
ments". But modern electronics has blurred the distinction. 

Today’s so-called simple camera is a marvel of engineering. 

And you hardly have to know f-stops from shutter speeds ScanDutch 


anymore to operate an SLR. WHERE CAMERAS GO |I 





ARGUABLY THE MOST ATTRACTIVE 
SPACE PROGRAMME IN THE WORLD. 





the world. There's also more room to relax in Economy 


SIA's exclusive BIG TOP, the biggest, most advanced 
And remember, whenever you fly our BIG TOP 


747 of all, offers passengers an unprecedented level of 

space and comfort. Upstairs, Business Class passengers 747 to the UK, Asia, Australia or the USA, you 
relax in a private cabin almost twice the size of normal 
7ATs. The First Class cabin is one of the most spacious in 


will enjoy a standard of inflight service that even 


other airlines talk about. SINGAPORE AIRLINES 








From The Citi of Tomorrow:. .CitiBanking today. 
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 Beeause you co r municate with C | offices - 
around the world through our own priv. ate financial 
telecommunications network. 

To find out how your company can benefit kom 
the worlds most advanced electronically delivered 
financial services, call your local Citibank Aceount 
Manager. You'll get the: services you need to make the 
most of your conipanys money, day after day. 
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FIATALLIS EUROPE S.p.A. 
Viale Torino 0/2 

10040 Stupinigi (TO) 

Tel.: 011/6397 1 


QUALITY 


Only those who can guarantee quality 
and economy remain and grow. We 
have the determination and resources 
to provide quality on essential 
features. 

Some you will note the very first day: 
productivity, comfort, low fuel 
consumption. 

Others will become apparent with 
time: minimal machine down time, 
efficient service backup, low spare 
parts costs and finally high resale 
value. All this adds up to low 
operating costs and a good solid 
investment. 





Fiatallis: one of the most complete 
ranges of earthmoving equipment. 


Group Fiat: the imprint of success. 


With Fiatallis its prestigious suppliers: 


c; MICHELIN 


for the tyres 


T nuova 
italsider 


for the plates and special plates 


REXROTH 


for the mechanical and hydraulic 
components 


(a3) ZAHNRADFABRIK PASSAU 


for the transmissions 
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tas Business Class (now with adjustable leg 
no Plus the friendliest Economy service in the sky, 
So step aboard. There's only one way to fly to Australia. 
And that's with the Australian airline. 





Qantas offers sleeper chairs for First Class pese a Plus the Original 
rests). 
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QANTAS 


D JNA @UR GUBSTS ARE 
RVED ANY THING, 
II MUST BE SERVED TO OUR CHEF. 
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P ShangriLa hotel * HONG KONG 


Telephone: 3-7212111 ‘Telex: 36718 SHALA HX 


? a 
mu | LE WESTIN HOTELS 
on Westin Hotels in Asia: 
Philippine Plaza, Manila 
Chosun, Seoul 
Tokyo Prince Hotel 











e HONGKONG recently p played flos: 
to Deng Pufang, the son of Deng = 
Xiaoping and the deputy director of 
China’s Welfare Fund for the Handi- | 
capped (Pufang is confined to a | 
wheelchair, having been forced out of | 

à fourth-floor window by an abomin- | 
able bunch of Red Guards during the | 
Cultural Revolütion). Deng's son was | 

.relaxed and affable and remained 

studiously non-political throughout | 

his stay (he even went to Happy Val- | 
ley race course and plon ked his money 
down on'a coupte of races — in one of 
which his horse romped home first). 

- Everyone hopes that he went back 

home to report to Daddy on all the | 

bustling prosperity he witnessed. 

In the paranoia affecting Hong- 
kong as the date of the joint declara- 
tion which will decide its post-1997 
‘fate approaches, the usual crop of 

“observers” looked for the “real” 
reasons for his visit. Was it timed, | 
some asked, to remind Hongkong of | 
who would be its future rulers? Or 
was it, others speculated, intended to | 
be a physical example of the destruc- | 
tive extremism of the 1960s and of | 
China's determination that such hor- 
rors would never be allowed to repeat | 
themselves? 

I incline to a more mundane view: 
Deng and his colleagues were single- | 
minded and energetic in squeezing | 
donations out of every possible | 
source for China’s fund for the hand- | 
icapped. And that probably sym- | 
 bolises the post-1997 China-Hong- | 
kong relationship pretty well. | 
€ EARLIER this year, the tennissec- | 
tion of the Singapore Cricket Club 
„toured Bangkok, Taiwan and Hong- 
kong. I trust their jaunt was as lively 
_as the official programme for the af- 
— fair, which was full of jokey thumb- 
mail sketches of the participants — | 

| 
| 
| 
i 
i 





“William Lim, recently elected con- 
ovenor .of.. the snooker section, he 
“Spends just as much time doing the 
‘screw tarek’ with the tennis balls on 
court... Lena Goh confesses ‘I am äl- 
ways on the look-out for something 
challenging and exciting, so.if you 
“need a Game, just call Lena, She is 
raring to go, go, go... Tan Sian Sit, 
better known as ‘SS’ he is mysterious 
as his initials... Judy Bloodworth, a 
writer by inclination, she co-au- 
thored two books but fortunately not 
on tennis... Tan Poh Seng's love for 
tennis is only surpassed by his gar- 
gantuan appetite . . . Knows every 
hawker centre in the Republic and 
eats anything that moves .. 
on. 
But the prize item described the at- 

tractive Angeline Ee whose popular- | 
ity appareniy, stems not SEU from | 





." and so 








game: “ Angie’ as shee fond y known 
is the [Tennis] Section's Secretary 
whose motto 'Service before Self 
makes her a rare gem to have around. 
She is most obliging and has never 
learnt to say ‘No.’ Her other love is 
hockey. She is an International Hoc- 
key umpire, the only woman in 
Singapore.” 

€ I HAVE the following story on the 
best possible authority — an unim- | 
peachable source, as they say. An In- 
dian air hostess on a regional airline, 
busily dispensing meals and drinks, 
noticed an Indian male passenger 
further down the aisle beckoning. 
She waved to acknowledge his sig- 
nals, but it was several minutes be- 
fore she was able to go to his seat and 
ask whether she could help him. Far | 
from being pleased with this atten- 
tion, the Indian remonstrated with | 
her in English: “I have been fingering 
you for 10 minutes. Why did you still 
not come?" |. 

Somewhat taken aback, she replied 
unthinkingly: “I am sorry, sir. I did | 
not feel you." 
€ ONE of the best examples of ag- 
gressive marketing in this Traveller's 
experience was at the time, many 
years ago, when the Chinese were 
making a major effort to sell China- 
brewéd beers in Hongkong. Sales of 
the local brew suffered when a 
rumour spread like wildfire that a 


dead body had been discovered in one 


of the local brewery' s vats. The touch 
of marketing genius was that the 
body was not Chinese, but was an In- 
dian corpse. There was no truth in 
such scurrilous g gossip, of course, but 
a gap was created in the market, 
promptly filled by the mainland 
brands. 

How many cynics, like myself, sus- 
pected that an equally gifted market- 
ing genius was at work behind the re- © 
ports that Air New Zealand had fired 
a hostess for sexually assaulting a 
male passenger? Certainly other iu 
lines began circulating stories that 
they had had to take similar discipli- 
nary actions against their hostesses, 
such was the appeal of being pre- 
sented with a surprise honorary 
membership of the Mile-High Club. 
And sales slogans were suggested, 
along the lines of: “Who says such- 
and-such an airline doesn’t give a 
picasa dal 

I presume that the story is apocry- 
phal that has an Air New Zealand | 
chief steward announcing over the 
intercom: “We are now beginning our 
final descent to Wellington airport. 
Please extinguish’ your cigarettes and 


return your hostess to an upright po- 
| ! I wil 
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e GENE Tan of Siig sae 3 
a baffling correction published 
classified columns of The ; 
| Times of 30 July, which conj 

visions of an insomniac in 
| worrying over the unique im] 
ment he has wrought to the loo: ~ 
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CORRIGENDUM 





Reference to last Friday's adyar-- 
| tisement regarding the unique. 
| chemical dispenser for the iato 
cistern, the reference date shouid | 
i be Friday 20th duly 1984 ee the first 
| advertinement. 


The error is ragretied and is due to 
the innovators fack of eigen for the: 
past è monike, 
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e FROM Sweden, A. C. von Svd 
sends a notice he once found in ae 
tain Kobe hotel which reveals a 
ager in a i mood of quiet despera 
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KINDLY REFRAIN FROM TAKING 
WITH YOU. ALL THINGS F URN 
IN. THIS ROOM, AS THE 
AND FRE, DAILY. 
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d STAYING : at the Rambagh 
hotel in Jaipur, India, Michae 
found a useful little package : 
room. It contained a nail file, p 
and a couple of cotton wool bu : 
was labelled, however, in a manne 
which would 1 hardly appeal: 


















€ PAUL Ivory 
of the School 
of Modern Asian | 
Studies, Griffith | 
University, Bris- | 
bane, sends | 
photograph of a 
notice which, de- 
spite its un- 
fortunate word- 
ing, adorned a 
Brisbane street 
Bae | Severa 













































videri ie support for the 
mocratie inpune coalition; but 
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3y V. G. Kulkarni in Singapore 


nce again there are signs of a new 
y flexibility on the Cambodia issue 
rom both Vietnam and Asean, but this 
ppears to be more an effort to influ- 
nce the vote on Cambodia's seat at the 
forthcoming United Nations General 
sembly: session than any serious 
nove towards a political compromise. 

The Japanese newsagency Kyodo 
quoted Vietnamese Foreign Minister 
Nguyen Co Thach inaninterview on 12 
eptember as saying that: Indochina 
yas ready to discuss the problem of 
ampuchean peace unconditionally" 

H an on “an equal basis.” On the 
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Y ultaneous declarations by Kriangsak and Thach on Cambodia 
ec agotiations provide familiar background music to the UN vote 






onfer Geir in Singapore t that Asean? no | 


negotiations — „are going., on. 
In the past, Vietnam has seen a role 
for an international conference only as 
a guarantee for the settlement arrived 
at through a regional conference be- 
tween the Indochinese and Asean 
states, and this position appears un- 
changed by Thach's Kyodo interview. 

Partial withdrawal. of Vietnamese 
troops from Cambodia is continuing, 
he said. But a total withdrawal will 
come "only when Pol Pot [leader of the 
Khmer Rouge element in the coalition] 
has been eliminated," and it is either 
during or after the Vietnamese with- 
drawal, resulting from a negotiated 


settlement, that Hanoi now sees a new 
e | role for a 
| monitoring committee, 


neutral international 


l ietnam’s earlier position, according 
F to the official, stressed that Hanoi 
would withdraw its troops from Cam- 


t | bodia only after the “Chinese threat 
had ceased." Since “the Chinese threat 
against Indochina has existed for 


thousands of years," he said, “we have 


defined it more narrowly. 


“First, China should stop arming Pol 


fore fuelled speculation that the Cam- 
bodia deadlock may at last be peda 
for a breakthrough. 

But observers here point out that — 
contrary to the impression created by 
Kriangsak — Asean has never required 
a Vietnamese troop withdrawal as a 
precondition for talks with Hanoi, but 
rather as one of the three conditions 
spelled out in the UN Cambodia resol- 
ution for political settlement accept- 
able to Asean. 

Asean officials, however, were in no 
hurry to correct Kriangsak's state- 
ment. As the leader of a Thai par- 
liamentary delegation visiting Asean 
capitals, Kriangsak has no standing to 
speak on behalf of the six-member 
asssociation. But neither do signs of 
diplomatic movement hurt the Asean 
cause at a time when international 
opinion is likely to be critical of 
whichever side of the Cambodia dead- 


| Jo k appears too rigid: on mo issue 


Stop p 1g ry t i 
The second condition. would he rhet. as 





a logical consequence of the first, che 
implied. 
The” diplomat's interpretation o 
Thach’s recent interview seems to 
suggest no basic shift in the Vietnam- 
ese position. But, to get Asean to drop: 


Pol Pot, Hanoi now appears more flex- * 
ible on procedural matters. Vietnam, ^ 


he said, is now seeking dialogue with 
Asean on the basis of the Asean state- 
ment of 29 September 1983 and the In- 
dochinese foreign ministers' proposal 
of 29 January 1984. The mention of 
these two specific proposals provides a 
more concrete agenda for talks than 
earlier suggestions of talks on broader 
regional issues. 

The United States State Department 
has reacted cautiously to Thach's pro- 
posal, saying that "Vietnamese will- 
ingness to negotiate a genuine political 
settlement in Cambodia based on the 
withdrawal of Vietnamese forces and 
internationally supervised free elec- 
tions would be a welcome develop- 
ment." | 

Washington does not want to un- 
necessarily offend the Vietnamese at a 
moment when the administration of 
President Ronald Reagan hopes to 
make headway on the issue of account- 
ing for American servicemen missing 
in action during the Vietnam War — a 


popular election issue with Reagan's. 


Republican party constituency. 








































| Kriangsa 


Reactions to Thach’s Kyodo inter- 
view followed well-known divisions 
within Asean on the Cambodia issue. A 
Thai Foreign Ministry spokeman dis- 
missed Thach’s offer as nothing new, 
stressing that the key question — whe- 
ther Vietnam would pull all its troops 
out of Cambodia — remained un- 
answered. The Thais say Thach's state- 
ment n mer ely. echoes the s Vientiane.c com- 
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“Sometimes, making the sale is 


beyond the problems of  " | 

_ frate financing to make the deal ` 

a SUCCESS.” 

- Paul Lachausse, " 
«First Vice President ! TM 


national trade, you'd better ^ 
| do your homewor " 
easy-but it's alot easier th an 
d to ealvapi whatevar's | 
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land, we' ve ier put the finishing 
touches on a lot of trade | 

. packages over the years. This may 
be why our customers keep 
coming back. Because they tend 
to do.their homework, too... | 
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oading ung ds 3 
so amm By Charles Smith in Tokyo 

apanese diplomats claim to dislike 

the word "mediation" but the 
| Foreign Ministry makes no secret'of 
Mdoncsian Fóreif M Minister Moch- | the fact that it will be trying ^to pre- 
ar Kusumaatmadja, however, was far | pare the ground" for an eventual set- 
nore receptive to Thach's words. | tlement of the Indochina conflict when 
ach was also quoted in the Kyodo | it welcomes Vietnamese Foreign 
nterview as saying: "Vietnam would | Minister Nguyen Co Thach to Tokyo 
come Japan's possible mediation in | next month. Thaeh — who is scheduled 
he Kampuchea issue if Japan acts | to visit Japan in the first week of Oc- 
on a. neutral footing, not by siding | tober — will be the first Vietnamese 
with China or some Asean member | foreign minister to visit Japan since 
tates. Which support the Pol pe b late 1978 invasion of Cambo- 
| dia. 
| Japanese officials say there will def- 
x initely be no negotiations during the 
| 
| 


.j panese Foreign Minister Shintaro Abe 
to. | will have together on 4 October. They 
h | add, 7 
‘Indonesia i is. |^ 

Anterlocutor.| vie 






‘Asean and China, as well as 





r.| vitation. Abe also took the initiative in 
| arranging the Thach visit when a Viet- 


“| namese delegation was in Tokyo in 


“| April to attend a meeting of the Econo- 
mic and Social Commission ion Asia 
. and the Pacific. 








ey will also see the "puts to settle the 
jodia problem." Now that Indone- 
has taken the lead on the Indochina 
gapore appears to have tem- 
ed its previously strident rhetoric 
yout abandoning its role as the 
cal hardliner among the Six. 
Malaysian Foreign Minister Tunku 
ihmed Rithauddeen also treated 
ch's. words as an Overture, com- 
enting that Asean was open to any 
political solution to. the Cambodia 
problem as long as it did not com- 
promise the right of self-determina- 
tion. Rithauddeen said.he would ac- 
ept Japanese mediation and added 
that an international commission of 
neutral nations to supervise the with- 
drawal. of. Vietnamese forces from 
-ambodia was an attractive proposi- 
ion. He even hinted that such a com- 
sion could inchide Vietnam, a 
position put to Hanoi earlier on be- 
alf of Indonesian President Suharto. . 
. But Malaysia is now the chairman of 
he Asean standing commitee and this 
iclines its officials to be more op- 


By Paul Quinn-Judge in Bangkok 


ommunist Party of Vietnam secre- 
tary-general Le Duan's current 
visit to India — his first trip to a non- 
communist country — officially is in- 
tended to further the already good re- 
lations between India and Vietnam. 
Domestic considerations were, how- 
ever, more likely a major factor in in- 
ducing Le Duan, now 76, to abandon 
his customary reserve. 
In doing so, he seems to be dem- 
onstrating his interest in pursuing 
more contacts with the non-com- 
munist world. At a time when at least 
some Vietnamese leaders are quietly 
suggesting that non-communist as 
well as communist models of develop- 
ment should be examined, the visit will 
allow Le Duan to see for himself how 
‘Hanoi's oldest non-aligned friend is 
faring. | 
Accompanying Le Duan on the 21- 
26 September visit, which appears to 
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single working session Thach and Ja- 


owever, that Japan will be in a | 
o pass on to Vietnam the . 


hose of Prince Norodom Sihanouk 
vho visited Tokyo in May on Abe's in- 


É: have been ar ranged at short notice, are 
elg o Th [ 


Abe receives Hanoi' s Nguyen CoT Thachi in wh at could beanew | 
initiative to become mediator between Vietnam and Asean. n 






much aid as possible" to Indochina. N 






The Japanese foreign minister is also 
expected to explain directly to Thach 


. Japan's proposals to contribute to a 
Cambodia settlement first made public 


in July at the Asean foreign ministers’ 
meeting in Jakarta. Abe said then that 
Japan would be willing to finance any 
international peacekeeping force set 
up as part of an Asean-Vietnam agree- 
ment to police neutral zones created by 
a phased withdrawal of Vietnamese 
forces from Cambodia.  . 

Abe may once again raise theissue of 


Japan's ¥14 billion (US$57 million) 


bilateral aid programme for Vietnam 
which was suspended in 1979 shortly 
after the invasion of Cambodia in ac- 
cord with the international sanctions 
imposed against Vietnam to support 
Asean. Tokyo then linked a restoration 


of aid to an overall Cambodia settle- 


ment and has not wavered from its pro- 


Asean position except for two small 
humanitarian gifts to a hospital origi- 


nally built in Vietnam with Japanese 
assistance: 

.Abe said in Jakarta in July that in 
the event of a settlement in Cambodia, 
Japan would be prepared to give *as 








* A non-communist model? 
Le Duan's current visit to India may be Hanoi's first step 
towards learning what the other nations have to offer 


Quynh, deputy premier in charge of 
foreign economic relations, and Edu- 
cation Minister Nguyen Thi Binh. Prep- 
arations for the visit were handled at 
the Vietnamese end by the party 
bureaucracy rather than the govern- 
ment. The main advance man for the 
visit was Vu Quang, head of the party's 
international relations department. 

The visit marks a big change in style 
for Le Duan. Up to now he has kept a 
low profile, both at home and abroad. 
His visits to the Soviet Union — usu- 
ally at least one a year — are generally 
discreet affairs. If the official Viet- 
namese News Agency has ever inter- 
viewed him, it was many years ago. 
Other socialist-bloc  newsagencies 
have been equally unsuccessful. ` 

His protocol appearances are few, 
thanks to his lack of a government po- 
sition, and longtime observers càn re- 
member him meeting only one West- 
erner in recent yea s — former United. 
eneral Kurt Wald- 









































one here puts a figure on how much aid 
Japan might be considering. But 


Foreign Ministry officials explain that - 


it could mean that Indochina would re- 
ceive equal consideration with Asean 
in aid allocation. 

This implies — given the size of 
Tokyo’ s bilateral programmes with 
Thailand and Indonesia alone — that 
Vietnam could receive annually up to 
four times the ¥14 billion frozen five 
years ago. Officials here consider this a 
significant incentive to reach a settle- 








a more important motive than high- 
level diplomacy. It is tempting to con- 


nect the visit to a long speech Le Duan - 
delivered in July to the central com- . 


mittee's sixth plenum. In that speech, 
he combined a defence of Vietnam's 
current liberal, and controversial, eco- 
nomic policies with a call for broader 
economic relations with the outside 
world — both communist and non- 
communist. The Indian visit could be 
the first step in an attempt by Hanoi to 
reach out to the rest of the world. 


lthough Le Duan invariably ad- 

dresses the party plenary sessions, 
this appears to be the first time that 
such a speech has been published — it 
was printed in the official party news- 
paper Nhan Dan in mid-August. De- 
scribed by the newspaper as "of the ut- 
most importance," the speech reads in 
some ways like Le Duan's political tes- 
tament. It is a comprehensive collec- 
tion of the leader's views on virtually 
every aspect of politics and economics. 
It looks ahead as far as the end of the 
next five-year plan in 1990 and pro- 
vides a wealth of material for future 
Vietnamese leaders, who may wish to 
quote him to justify their views. 

In the speech, Le Duan came to the 
defence of the so-called pragmatic eco- 
nomic policies associated with another 
party plenum, that of September 1979. 
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ment in Cambodia, given the unre- 
lieved strain on Vietnam's economy 
and Hanoi's failure so far to break the 
aid sanctions. 


Je also will be looking for any 
nuances in Thach's brief implying a 
change in Hanoi's position on Cambo- 
dia. Officials here are particularly in- 
terested in what may be a new will- 
ingness on Hanois part — which 
was reported in an interview with 
Kyodo newsagency on 12 September — 
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He also seemed to be suggesting that 
the party's ideologues — never named 
but thought to be represented at the 
top by Truong Chinh and To Huu — 
come down to earth. The ideologues, 
who are thought to be the most scepti- 
cal about the présent liberal economic 
. line, are also unlikely to be enthused by 
Le Duan’s suggestion of increased eco- 
nomic relations with the outside 
world. | 
Despite this, Le Duan seemed deter- 
mined to tell the purists a few home 
truths — couched, of course, in the 
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aa political solution to the Cambodia 






has a re 
what appear to be new 
the eve of the United Natio 
Assembly vote on Cambodi 
resentation at the UN, and Ja 
officials are not so naive as - 
Thach's latest statement as the | 
awaited breakthrough in the. 
dochina deadlock. 

But neither are Thach's words 
missed out of hand. If the Vietnam 
come forward with proposals whic 
could form the basis for negotiatio 
with Asean, Japan will be deeply 4 
terested, and feels it can play a rol 
Tokyo does not want to alienate A 
by weakening the sanctions whic 
have given it leverage on Hanoi to see 





























question. 
Abe also has political reason 
the Thach visit to grab the hi 
Prime Minister Yasuhiro ` 
owes much of his popular 
Japan to his reputation for fo 
close personal relationships | 
foreign statesmen. Abe, whos 
self as a possible successor to th 
miership after Nakasone’s retire 
has not had the same oppo! 
and may not have the same | 
hitting it off with. overseas jn 
What he has tried to achieve i 
both in the Middle East and 
Southeast Asia, is à reputation 
tient diplomacy. 



































usual opaque E First, 
fended financial incentives, 
key aspects of the present 
which have been criticised ] 
senior party figures for i ine i5 
income gap between relativ 
and poor Vietnamese and weak 
the socialist system (REVIEW, 24 } 
Workers, Le Duan said in the 3 
will implement government | 
mes for one reason, and one 
alone: “Their own interest." ¢ 
Marx, he reminded the idegi 
“Once ideology is separated fr 
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ealitantenteni: he added, «js er. 
oneous tendency alien to Marxism- 
,eninism.' 

Turning to foreign trade, Le Duan 









outside world — he did not distinguish 
between socialist and capitalist coun- 
tries — is of “utmost importance." He 
en proceeded to offer what seemed to 
be an ideological justification for this. 
ie world's two big economic systems, 
‘said, co-exist and are in some ways 
j dependent. Possibly addressing 
mself again to hardliners, he con- 
eded that Vietnam should have an | 
independent and sovereign econ- 
omy.” But, he added, this should not be 
taken to mean “isolation, or closing in 
on oneself.” 
_ While the party leader said relations 
ith the socialist-bloc and the other 
Indochinese countries should be the 
ain focus of trade and economic co- 
peration, he also called for the expan- 
ion of trade with “nationalist, inde- 
rn lent and non- pne countries." 
| Atihesame time, 
he said, Vietnam 
should try to 
open up trade 
with the capi- 
-talist world 
and break the 
Western em- 
bargo imposed 
.on Hanoi 
Vietnam's. 
sion of 
bodia. 
Vietnam is 
seeking two 
things from the 
outside world: 
how and new OH markets. Le 
luan has long called for a rapid in- 
ease in exports. In his speech, he said 
iat before long Vietnamese workers 
should be devoting a third of their 
orking year to the production of ex- 
ort goods. But before Vietnam could 
this, it had to expand its knowledge 
the outside world and its needs, Le 
Juan said. 
-India would seem the perfect choice 
or Vietnam's first attempt to reach 
out. The two countries are old allies: 
India was one. of the first non-com- 
nunist nations to recognise Vietnam 
(in April 1950, six months after the 
Soviet. Union), and up to now it is one 
of the few to recognise Hanoi's Khmer 
allies in Phnom Penh. 
"India's economic experience ranges 
from comparatively simple light in- 
stry to nuclear power. It already 
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o make contacts with the West. But 
m is not d the Best re from 


id that broadening relations with the. | 


ins some Vietnamese students. And 


seful stepping stone from which to try _ 
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Chun and Nakasone: focus on peace. 





| Japan and South Korea basically agree on the need for a new 
approach to the North, but not on how it should be done 


| By Shim Jae Hoon in Tokyo 


 outh Korean President Chun Doo 
Hwan surprised Japanese cabinet 
members by shunning talks on bilat- 
eral issues to focus exclusively on the 
question of peace and security on the 
Korean peninsula during his first two 
rounds of talks with Japanese Prime 
Minister Yasuhiro Nakasone (6-7 Sep- 


tember) during his historic. visit. to. 


| Japan. "Our uppermost concern is the 
peace and stability of Korea,” said a 
South Korean official. But it was here 


‘that Nakasone and Chun differed by. a 
shade. 


Nakasone saw North. Korea’s spr opo- 


salon three-way talks with the United 
States and South Korea as an attempt | 


to break out of its international isola- 
tion in the wake of last October's Ran- 
goon bomb blast which killed 17 South 
Koreans. Nakasone feels Japan should 
resume unofficial contacts with 
Pyongyang, not the least because of the 
need to renegotiate a private fishery 
agreement allowing Japanese vessels 
to fish within the 200-mile resource 


.zone proclaimed by the North, the pre- 


mier said, By drawing Pyongyang into 
the international community where it 
would behave more responsibly, Japan 
could also play a role in reducing ten- 
sion between the two sides, he said. 
Chun basically agreed, but the ques- 
tion, as phrased by Hong Soon Young, 
Chun's chief foreign policy adviser, 
was how this could be done. North 
Korea, according to Chun, was "un- 
predictable" and should be sanctioned 


for masterminding: the Rangoon bomb-: 
ing. And any hasty move on Japan's 
part to resume unofficial relations 


could lead Pyongyang;.armed to the 
teeth, to “miscalculate,” emboldening 


it to escalate tension on the peninsula 
again. Japan, he said. 
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its dealings with the North, carefully 
making sure it did not go beyond what 
China or the Soviet Union was offering 
to Seoul. 

Foreign Minister Shintaro Abe con- 
firmed that his policy of keeping dis- 
tance from Pyongyang would not alter 
unless there was a "major change" in 
the a a n Ordliabl mcam: | 
ing some significant progress in the 
North-South peace talks. He re- 
sponded affirmatively to Chun's new 
proposal to meet President Kim Il 
Sung in Tokyo, if needed. (Again, this 


_Was a surprise because the Japanese 


were never told about it in advance.) 
Abe agreed also to endorse Seoul's bid 
to seek a simultaneous entry into the 
United Nations of both the North and 
South, despite Pyongyang's strong op- 
position. 

While Nakasone agreed to consult 
closely with Seoul before taking any 
initiative that could tip the balance in 
the peninsula, he hoped Japan's good 
relations with China would contribute 
to relaxation of tension in Korea, a Ja- 
panese Foreign Ministry official said. 
"We've been asking the Chinese to 
communicate to the North [our con- 
cern for] stability, advocating some 
kind of relations with South Korea,” 
this official said. 

The negotiations over the precise 
language of the 12-point communique 
was so contentious that the final draft 
was not ready until just a few hours be- 
fore Chun's departure. Nonetheless, it 
contained only small changes. Instead 
of saying Japan ' appreciated" South 
Korea's defence role in keeping the 
peace d in East Asia pee 
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responsibility for the Rangoon bomb- 
ing. The two leaders merely “recalled” 
these incidents, resolving to continue 
their efforts for prevention of such at- 
tacks in future. 

The communique treated trade de- 
ficits and technology transfer as re- 
quested by Seoul rather lightly. The 
word technology was replaced by 
"technical cooperation," apparently 
downgrading South Korea's request 
that Japan should turn over some areas 
of high-technology such as semicon- 
ductor-designing, ^ ceramics and 
others. However, it said negotiations 
would shortly start for conclusion of a 


WR EADEM 


— 


JI Cc > 
DM \ 
el 


stipulated expanded exchange pro- 
grammes for youths in academic, edu- 
cational and other cultural fields. 
Over lunch at his official residence, 
the premier jokingly quoted to Chun a 
Japanese newspaper commentary 
which claimed that his foreign-policy 
efforts over the past two years started 
with South Korea and were now end- 
ing with South Korea. Nakasone's un- 
spoken implication was that was 
hardly what he intended, that he was 
poised to take advantage of major pub- 
licity exposure gained from Chun's 
visit to emphasise that foreign policy 


remains his forte. 


Political bridge-builders 


_ Japanese socialists prepare for an opening to Seoul 






(OR fter a divisive year-long debate, the 
FÑ Japanese Socialist Party (JSP) is 
_ preparing the ground for a rapproche- 
. ment with South Korea, which it has, 
traditionally denounced as a “stooge of 
_ American imperialism." The first step* 
- is a five-day visit to Pyongyang from 
— 17 September during which party 
chairman Masashi Ishibashi was to 
— brief President Kim Il Sung "frankly" 
- on the pressures mounting within his 
d par to establish some sort of re- 
— lationship with South Korean Presi- 
— dent Chun Doo Hwan. 
| The debate over the party's Korea 
uf policy began last September when 
- Ishibashi took over the chairmanship 
_ from the more doctrinaire Ichio At- 
Sukata, who took the blame for the 
- socialists’ huge electoral setback in the 
_ 1982 parliamentary elections. To re- 
— build the party, Ishibashi has adopted 
- 8 "pragmatic" line under the banner of 
"New Shakaido [Socialist] Party,” 
- combining collaboration at home with 
centrist and centre-Left parties to- 
E gether with a more flexible approach 
- on international issues, breaking the 
z tradition of uncritical enthusiasm for 
| virtually any socialist cause. 










— Ishibashi has lent the JSP's foreign 
- policy a new air of reality by criticising 
- the Soviet occupation of Afghanistan 
- and the Vietnamese invasion of Cam- 

— bodia — two departures on major in- 

_ ternational issues. The party itself was 
- jolted by the Soviet downing of the Ko- 

rean Air Lines 007 flight on 1 Sep- 
tember 1983, and the Rangoon 

e mausoleum bomb attack, one month 
f later, which killed 17 South Koreans. 
- Ishibashi, however, is having difficulty 

carrying along the party's Left and the 
trip to Pyongyang is designed to pre- 
serve unity by mollifying the party's 

. long-time political confreres in the 

Korean Workers Party, before making 
new overtures to Seoul. 

This new moderation in foreign-po- 
licy outlook stems from two sources. 


. 46 
| 2d 





v while hoping to entice Pyongyang out of isolation 


Within the JSP itself, a broad coalition 
has, formed around the rightwing 
leader Sanji Muto and the centrist 


. : Kanju Sato, who agree on speeding the 


opening towards Seoul. Speaking to a 
group of South Korean journalists for 
the first time last month in Tokyo, 
Muto, who heads the party's influen- 
tial finance and banking policy com- 
mittee, welcomed Chun's state visit to 
Japan, and declared it was his "private 
view" that the JSP's attitude of dealing 
only with the North and not with the 
South “must be corrected." 

Sato is much more emphatic. Writ- 
ing in the JSP foreign-relations com- 
mittee report on 1 September, he advo- 
cated a policy of reconciliation and 
peaceful co-existence between the two 
Koreas. 

The other influence on Ishibashi is 
the General Federation of Trade 
Unions (Sohyo) — the party's largest 
supporter — which has also gradually 
changed its view towards Seoul A 
Sohyo delegation, representing the 
large Japan Telecommunications 
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lomatic normalisation. A combination 
of these pressures has had a strong im- 
pact on Ishibashi, who now appears 
ready to initiate limited contacts with 
Seoul on an unofficial basis. 
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shibashi recognises contradictions 

which could undermine the new ap- 
proach. His stated policy of “friendship 
with the South Korean masses,” means 
developing contacts with the political 
opponents of the Chun government, in- 
cluding labour leaders, Christian 
human-rights groups and political dis- 
sidents. “Our opening contacts with 
them could bring them trouble [from 
the government],” said one JSP inside 
source. It may also alarm the South 
Korean regime, which is bent on sup- 
pressing dissent. 

Chun, however, can perhaps feel 
compensated by the prospect that 
Ishibashi's new line could result 
quickly in estrangement between 
Pyongyang and Japan's largest opposi- 
tion party. "Even among JSP leftwing- 
ers, there is almost no one who would 
openly back the North 100*5," said one 
commentator. Ishibashi maintains 
that his party will hold off its approach 
to the South until Japanese Prime 
Minister Yasuhiro Nakasone agrees to 
initiate a political.dialogue with the 
North and support Kim's tripartite 
peace-talk proposal; observers in 
Seoul do not really take this very seri- 
ously. 

Ishibashi, according to party 
sources, went to Pyongyang to ascer- 
tain whether Kim's proposal for 
tripartite talks reflects a desire to re- 
duce tensions with Seoul genuinely 
through political dialogue, or was 
merely another diplomatic manoeuvre 
aimed at removing United States 
troops stationed in the South. He also 
hoped to explore how far Pyongyang 
was prepared to go in opening econom- 
ically towards Japan as well as improv- 
ing relations with the West generally. 

Both of these subjects were raised 
with Ishibashi during his meeting with 
US Vice-President George Bush in 
Washington in March. If Kim's re- 
sponse is positive, the JSP sees a role 
for itself as a "political bridge" be- 
tween Pyongyang and the West. An op- 
position party can often supplement 
the government's diplomacy, Ishibashi 
recently told à news conference. 

Despite the escalation of North 
Korea's propaganda attacks against 
Tokyo, Kim has cause to be worried by 
the recent trends within the JSP, fol- 
lowing closely as they do the near-rup- 
ture in North Korea's relations with 
the Japanese Communist Party which 
strongly condemned Pyongyang for 
the Rangoon bomb blast. Analysts here 
think Kim is ready to make some con- 
cessions to slow the process of rap- 
prochement between Seoul and 
Pyongyang's most durable Japanese 
ally. — SHIM JAE HOON 
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Northern Telecom's digital business communications 
systems prove that Pythagoras was right. 
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Pythagoras was the first to discover that, in a right-angle triangle, the square 
of the hypotenuse is equal to the sum of the squares of the other two sides. 
__ It’s less well known that a whole school of philosophy grew up around 
his work. The Pythagoreans believed that everything from musical tones to 
philosophical ideas could be expressed numerically. 
| Our SL* family of business communications systems proved that Pythagoras \ 
right. Voice, data and facsimiles of documents or photographs are all transmitted witl 
a digital code. Literally everything becomes numbers. 
‘or businesses, this means substantial savings. 
4 | r busines es, thi mean ubstantial saving northern 
Frequently only one system is needed to handle both í 
wipe à abe naa ant DM MAD Sera EE LE feiecom 
voice and data communications. Digital transmission is fast, 
accurate, and economical. Northern Telecom is an international For mare iddeandicn cu Mos E 
leader in digital telecommunications technology. Were helping and its products contact: Northern Teleco 








When you specify quality Marlex* high 
density polyethylene resins, your shipment 
arrives in days, not months. 

That's because Marlex resins are pro- 
duced in Singapore and shipped from 
singapore. 

With your source of supply so close 
and delivery so fast, vou can carry less 
inventory and reduce your investment in 
materials. While taking advantage of this 
cost saving opportunity you could also help 
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NOW... 
MARLEX HDPE RESIN 
MADE IN SINGAPOR 
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secure your future. A reliable Asian source 
of HDPE resins will be there when you 
need product and service day after day. 

For injection molding, blow molding, 
film and extrusion grade resins, specify 
Marlex HDPE. Put time on your side work- 
ing for you. 

For more information on high quality, 
economical Marlex HDPE resins made in 
Singapore, consult the opposite page and 
contact the office nearest you. 
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Marlex* HDPE information available from: 


Phillips Petroleum Int'l Inc. 
Singapore 
51 Goldhill Plaza #13-01/05 
Newton Road 
Singapore 1130 
Tel: 251-9124/254-2021 
Telex: RS23337 PHILPET 
Mailing Address: 
PO. Box 70 
Killiney Road Post Office 
Singapore 9123 


Phillips Petroleum Int'l Inc. 
19th Floor, Ruttonjee House 

11 Duddell Street, Central 
Hong Kong 

Tel: 5-265591/5, 5-268238, 
5-268283 

Telex: 74598 PHIPE HX 


Phillips Petroleum Singapore 
Chemicals (Private) Limited 
51 Goldhill Plaza 421-10 
Newton Road 

Singapore 1130 
Tel: 251-9124/254-2021 
Telex: RS36275 PPSCPL 
Mailing Address: 
Newton Road P.O. Box 85 
Singapore 9122 


Phillips Petroleum Co. Asia 
20th Floor, Ruttonjee House 

11 Duddell Street, Central 
Hong Kong 

Tel: 5-265002/5, 5-227064/6 
Telex: 86031 PPCEM HX 


Cressey Chemicals and 
Trading Co. Pty. Ltd. 

18 Maughan Parade 
North Balwin 3104 
Victoria, Australia 

Tel 8576423 

Telex AA33397 


Phillips Petroleum Int'l Inc.— 
Philippines 
Rm. 902, Pacific Bank Bldg. 
6716 Ayala Avenue 
Makati, Metro Manila Philippines 
Tel 88-96-71 
Telex 45112 PHILPETE PM 
64068 PPII PN 
23130 PPII PH 


"Trademark Phillips Petroleum Company U.S.A. 


Phillips Petroleum Int'l Ltd.— 
Japan | 

Rm. 606, Shin Tokyo Bldg. 

3-1, Marunouchi 3-Chome 
Chiyoda-Ku, Tokyo 100 

Japan 

Tet (03) 216-6951 

Telex J24641 PHILPET 


White Group Ltd. 

75 S01 Rubia 

Sukhumvit 42 Road 
Prakanong, Bangkok 10110 
Thailand 

Tel 390-2445 

Telex 82631 WHITCO TH 


General Trading Co. Ltd 


4th Floor, Haji Adam Chambers 


Altaf Hussain Road 

Karachi-2 

Pakistan 

Tel 230235 Telex 24447 GENT PK 


Ming Cheong Trading Co. Ltd. 
(Kaohsiung) 

65, Ku San 1st Road 

Kaohsiung 


Taiwan 
Tel 5513885, 5517279 
Telex 71113 MCTRADE 


PT. Akino Indonesia Trading 
Co. Ltd 

(Jakarta) 

J. L. Tiang Bendera No. 73-FF 
Jakarta 

Indonesia 

Tel 676973, Telex 46622 WIKO 


Vapurco Chemitech Private 
Ltd. 

1-C, Vandhna 11 

Tolstoy Marg. 

New Delhi-110001 

India 


Tel 40228 Telex 312946 VCPL IN 


Mansel (Ceylon) Limited 

51, Sir Ernest De Silva Mawatha 
PO. Box 488 

Colombo 7 

Sri Lanka 

Tel 596125, 595762 

Telex 21255 LIONSHP CE 



















When it comes to reaching | 
Asia's frequent business |. 
travellers, the Far Eastern | 
Economic Review offers you. 
the most mileage. | 





At present most of 
world’s leac ding airlines 


and f Ts $ us fan: r " Tec suion ni al i d I vim - E GE 
lication in Asia today. And 
does it more cost-e ficiently. 


ae our frequent business 
travellers, write on company 


ou'd like to know more | 
letterhead and we'll be glad to 





send you a copy of the latest 
1982/88 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to: 
, Elaine Good A in, | 








Hong Kone 


























At sea, on land and in the air, Nedlloyd is on the move: 
Providing a major worldwide transport capability fundamental to 
the economies and well-being of developed and developing 
countries alike. 

Providing a broad range of supporting specialised port 
facilities and forwarding know-how internationally to complete 
the link in the transport chain. 

Today, we are also active in the important energy field, 
with substantial offshore operations. 

Simply to be one of the largest and best 
equipped companies in the business is not 
enough. It takes thousands of Nedlloyd 
people all around the world using their 
experience, expertise and professionalism 
to make the service really work.  * 

However large we become, we 
never forget that Nedlloyd is still about 
people serving people. 
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Nediloyd Group 


Royal Nedlloyd Group NV. 
21 Houtlaan, P.O. Box 487, 3000 AL Rotterdam 
Phone (010) 177911, Telex 27087 


IN THE HUNT 
FOR SAVINGS, 
CAPTURE THE BEST 
ON THE 737-300. 


— Forshort-haul operators stalking low cost of ownership, 
3«] low maintenance, low fuel consumption, and low noise, the 
hunt is over. The 737-300 is flying and about to leap into 
commercial service. 
Its the best ọf its breed. Because onboard is something technically sleek, 
silent and powerful. A matched pair of CFM56-3 engines. With plenty of muscle 
to meet the most demanding schedules. Lean on fuel, with savings of 2076 or more 
And as quiet as a cat, to comply with the strictest noise requirements the wot Id ovet 
The -3 is kin to the CFM56-2, already on the Super 70 and military aircraft. 50 1t will 
enter commercial service with more than a million flight hours of -Z experience 
The Boeing 737-300 with CFM56-3 engines. 
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SILENT. POWERFUL. CFM56 ENGINES. 





HILTON INTERNATIONAL 


W: don t cut corners. Even our garnishes 
are carved from the freshest vegetables in the market. 
The same attention goes into all we do. Down to the sharpened pencils in our 
meeting rooms. With over 20 years experience in Asia 
and the Pacific, we ve carved ourselves a reputation for detail. 
Call your travel agent, any Hilton International hotel 
or Hilton Reservation Service. 


Bangkok, Jakarta, Kuala Lumpur, Singapore. And the new Petaling Jaya Hilton. 


> 


P 





WHERE I. E WORLDIS AI) OME 


PHILIPPINES sc 


Elements of misfortune 


[rw WEN rom 
a a aadi 





Two typhoons and a volcano eruption put even more pressure on 
the Marcos government and the country’s ailing economy 


By Guy Sacerdoti in Manila 


f the political uncertainty in Manila 

and a 60% inflation rate have not 
caused enough concern for the govern- 
ment of President Ferdinand Marcos, 
nature has compounded its problems 
with two typhoons and a volcanic 
eruption which destroyed crops and 
damaged roads, bridges, power lines 
and communications which will take 
years to rebuild. 

Although the total cost of the 
calamities remain uncertain, the tally 
for the first of the two typhoons, which 
swept across northern Luzon island on 
29 August, was 50 people dead and an 
estimated P500 million (US$27.7 mil- 
lion) damage, mostly to roads and 
bridges. 

But far more devastating was ty- 
phoon Ike, which on 2 September ram- 
paged across northern Mindanao and 
the central and western Visayas with 
185 km/h winds, killing an estimated 
2,000 people and causing P2 billion in 
damage. Marcos' wife Imelda, after 
flying over the worst-hit port town in 
Surigao del Norte, said: "If there are 
three buildings still standing, we are 
lucky." It was the worst typhoon to hit 
the Philippines since 1970. 

Relief efforts — quick off the mark in 
the Luzon provinces of Ilocos Norte 
(Marcos' home province), Ilocos Sur 
and Pangasinan — were largely un- 
coordinated in the south. And just 
when food and building supplies began 
filtering in to the worst-hit provinces 
of Surigao del Norte, Bohol island, 
Cebu and Iloilo, the perfectly shaped 
cone of Mayon volcano in the Bicol re- 
gion of southern Luzon began spewing 
molten lava and ash down its 7,000 ft 
slopes on 11 September — inauspi- 
ciously, Marcos' birthday. 

No casualties were immediately re- 
ported, but the lava and widespread 
mud flows triggered by the eruption 
forced more than 4,000 people to 
evacuate their homes, and the fear of a 
major disaster lingered. 

Ironically, in political terms, the 
three calamities have given Marcos 
some respite from planned parliamen- 
tary attacks on his decree-making 
powers and, more importantly, the op- 
portunity to use the relief effort to 
demonstrate in the relatively neglected 
southern provinces that, despite grow- 
ing anti-Marcos sentiment, only the 
government can react to emergencies 
effectively and eificiently. 

Following the recent disasters, Mar- 
cos urged the nation to set aside politi- 
cal differences to join hands in relief 
efforts and asked his own Kilusang 
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Bagong Lipunan party to concentrate 
on the emergency rather than waste 
time bickering in the Batasang Pam- 
bansa, or national assembly. 

A special task force was created 
under the Education Ministry to coor- 
dinate the military and the ministries 
of health, social service and the Na- 
tional Food Authority in their efforts 
to rebuild homes, schools, bridges and 
roads. For the government's much- 
touted “hearts-and-minds” campaign, 
aimed at winning back the support of 
villagers in the face of the growing in- 
fluence of the Communist Party of the 
Philippines (CPP), a successful relief 
programme could prove to be a god- 
send for Marcos. 

How much political hay Marcos can 
harvest from the situation depends on 
how successful the government's relief 


cw 


programme is seen to be in contrast 
with those of the opposition parties 
and the church. Already, much has 
been made of Australian nutrient bis- 
cuits being distributed with stickers 
which read: "A gift from President 
Ferdinand E. Marcos." Some reports of 
goods being sold in disaster-affected 
areas at more than double their normal 
price also have tainted government re- 
lief efforts. 


E arly visitors to the most devastated 
regions said that despite a massive 
government campaign to publicise its 
relief programme, very little had been 
done and most people were simply 
scavenging through the wreckage for 
building materials so they could pro- 
vide shelter for their families. 
Meanwhile, two newspapers which 








do not toe the government line have 
started their own disaster-relief funds, 
collecting nearly P 1 million (one govem- 
ment newspaper has already collected 
P1.4 million), while a number of social 
and business organisations have con- 
tributed funds through church, rather 
than government, institutions. The 
New People's Army, the armed wing of 
the CPP, in effect has begun an unde- 
clared truce with the military in some 
of the damaged regions to initiate its 
own limited relief efforts 

United Nations groups, such as 
the World Health Organisation and 
Unicef, have pledged aid along with 
the European Economic Community, 
Japan, Australia and the United 
States, which has said it will offer up to 
US$1 million — mostly for rebuilding 
the infrastructure. 

The long-term economic effects of 
the typhoons may be as serious as the 
immediate needs of food and shelter. 
An estimated 90% of the coconut trees 
spread over Surigao del Norte, for 
example, were reported destroyed, 
Once-lush coconut groves looked from 
the air like scattered, broken match- 
sticks. 

While the destruction will affect the 
livelihood of thousands of people for at 
least four years 

the time if 
takes for  re- 
planted palms to 
bear fruit — the 
impact on the 
country's largest 
traditional  ex- 
port earner will 
depend on how 
the reduced crop 
will influence in- 
ternational palm 
oil prices. The 
Philippines ac- 
counts for more 
than 70% of the 
world trade in 
coconut oil. 

Meanwhile, 
many of those 
farmers depend- 
ing on the 
coconut industry for a livelihood either 
will have to find jobs elsewhere or, 
more likely, look for new short-gesta- 
tion crops to plant. The cost of seeds, 
seedlings, fertilisers and farm imple- 
ments necessary for their survival will 
also have to come from relief aid 

Most of the rice crop in affected 
areas escaped relatively unscathed 
from the typhoons, as flooding rather 
than wind is the greatest threat to 
paddy. Nonetheless, with power lines 
and transmission poles down, urban 
water supplies disrupted, the destruc- 
tion of ports and warehouse facilities 
and damaged bridges and roads, Mar- 
cos' economic headaches are sure to in- 
tensify as fiscal austerity and the coun- 
try's foreign-debt crisis limit what the 
government can do without increased 
aid from abroad. ü 












































































| inn-Judge in Bangkok 
Jeng Samrin government in 
om Penh this year survived the 
4ntense series of attacks since 
:Defence.. Minister. Bou Thong, 
oisalsoia senior politburo member, 
ld the National Assembly on 16 Au- 
gust. In weathering the attacks, Bou 
"Thong claimed, the People's Republic 
impuchea (PRK) had dealt its ad- 
rsaries in the Democratic Kam- 
coalition their worst defeat 
979: 
than 10,000 giari: had been 
ounded or captured between 


threefold increase over 
< forces, he announced, had 
for 2,850 guerilla casualties. 
at is clear is that Phnom Penh has 
ed this year to admit that it is 

sa war, not simply mopping up 
bands of enemy stragglers. For 


ation on military operations. 
| has taken the form of claims of 


2 "aed thal. then main ep di of 


Bou. Thong's 16 August speech. 
0 lition, the defence minister 
d planned a three-part military 
egy. for the 1983-84 dry season. 


onthe Phnom Penh government 
o-seize.a number of areas "par- 
rly positions in regions where [it] 
held the advantage, like Route 56 in 
Kong." 

\ coastal province in western. Cam- 
a, Koh Kong has been the scene of 
ly continuous fighting between 
the Khmer Rouge coalition faction and 
tnamese forces since 1979. This, 


dvantage anywhere in Cambodia. 
coalition also planned to con- 
te and expand its border base 
and, finally, it planned to push 
-into Cambodia. to capture 
d areas, impede communica- 


ne mie and po- 


June, Bou Thong said —a _ 


our months or so the PRK has - 
unprecedented amount ofin- — 


ost COLOR TE version i : 
on's alleged campaign came - 
| of the main areas of operation of the 


had planned to keep up pres~ 


wever, is probably the first time the | 
jas admitted its. adversaries have 


1 Perhe says iti is s fighting both a | political and. a 
ar y battle with ar Goverment COSI forces B 


| successes, but ue PRK e d | | 


g a political as well as. a AS 
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d plant: elements in various | 






ith the enemy's fifth col- 
umn — which he implied was already 
inside the country. 

The main objectives of the cam- 
paign, he said, were the disruption of 
the PRK's fifth anniversary celebra- 
tions in January.1984 and political 
conversion among the PRK’s armed 
forces. 

The enemy, Bou Thong said, “suc- 
ceeded in a number of attempts” 
another unprecedented admission. 
These were attacks in or near the pro- 
vincial capitals of Siem Heap, Battam- 
bang, Kompong. Thom and Pursat, 
launched by.the Khmer Rouge in early 
1984. Bou Thong's comments seem to 
confirm earlier speculation that the 
unscheduled visits soon after the at- 
tacks of two senior members of the 


— 


Vietnamese politburo, Le Duc Tho and 


Vo Chi Cong, were signs of Hanoi's 


concern at this turn of events. 


In response to the attacks, PRK and 





vinces, roarai spora R A over 


Phnom Penh radio during the past. four 


months, present. a fairly clear picture 


Khmer Rouge and their non-com- 


| munist allies. The body-counts cited in 


the reports are certainly exaggerated 
but can probably be taken as a reason- 
able indicator of.the scale of fighting in 


| each area. 


The Khmer Rouge operate within a 
long belt of land running along the 
Thai border — from the province of 
Koh Kong in the south, through Bat- 
tambang and Siem Reap in the west, to 
the northern province of Prey Vihear. 
All three provinces are portrayed in 
Phnom Penh's battlefield reports as 
major hot spots. 

The reports said that more than 200 
Khmer Rouge were killed or wounded 
in Koh Kong during the first half of the 
year. During the same period 462 
guerillas reportedly surrendered to the 

regime in Battambang and more than 
100 Khmer Rouge were killed in Prey 
Vihear. 

The Khmer Rouge are also known to 


T January cela allons. "This weep, 
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The hot spots spread 


| Official reports from Phnom Penh indicate increased 
rebel military SN overa wider area 
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Bou Thong said, resulted in the arrest 
of “many spies, who were hiding in the. 
town and provincial capitals to sabot- 
age the celebrations." 

A second sweep in the first duárter of. 


‘the year concentrated on areas to. the 


west, north and east of the Tonle Sap; 
notably the provinces of Kompong 
Chhnang, Siem Reap and Kompong 
Thom. Operations were also carried 
out in the southwestern coastal pro- 
vince of Kampot. T 


final sweep, which began on 25 
March, was directed against bor- 
der provinces — from Koh Kong in the 
far south to Prey Vihear in the north. 
This operation spilled over into Thai« 
land on several occasions and included 
attacks on the large Khmer Rouge base 
bordering the Thai province of Si Sa. 
Ket and on the headquarters of the 
Khmer People’s National Liberation 
Front (KPNLF) — another coalition 
faction — at Ampil. — | 
During these. sweeps, Bou | Thong 
said, the coalition made ' ‘strong ef- 


te ae ie. He quickly added that 





populated eastern provinces, ee 
Rattanakiri and Mondulkiri. The no 
tle reports also indicated that Kampot, 
the coastal province just to the sout&et .. 
Koh Kong, is also a major combat area. 
Phnom Penh claims that 211 Khmer 
Rouge were killed therein the first half | 
of the year. . 

Kompong Speu, between Phnom ` 
Penh and the port city of Kompong 
Som, is less of a problem, according to 





the reports. Theré, 39 guerillas were g 


reportedly killed during the first half | 
of the year. Sources in Phnom Penh, 
however, say that guerilla activity a 
along the road leading from the capital ., 
to Kompong Som has.made movement, 
at least for foreigners, more diffieult 
than in the past. ~~ 

Democratic Kampuchea . coalition 
| forces’ penetration inland from. the 
Thai border is particularly noticeable 
in two contiguous.districts in western 

Cambodia —. the Sangke district of 
Battambang - province. and. Puok in 
Siem Reap. The two districts form a 
broad belt of land. at the northern tip of 
the Tonle Sa | à eat Lake. The, bat- 





be active in the remote. and thinly |t 
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deserters. 
In mid-August Phnom Penh 
announced a new, detailed plan 
offering deserters immediate 
citizenship and promising they Z 
would not be subjected to long re- 
education courses at the district. 
or provincial levels. It also of-. |j 
fered rewards to guerillas who | 
brought their weapons withthem | 
or who could lead security forces. |; 
to guerilla hide-outs. í 
Both Vietnamese and PRK ac- 
counts of recent fighting have 
emphasised participation by 
PRK forces. But while there were . 
some reports earlier this year that 
Hanoi was taking firm steps to 
encourage the PRK to be more as- 
sertive in its own defence, recent 
PRK reports stress that the Cambodian 
armed forcesareonly gradually moving 
towards self-sufficiency in security. 
Most PRK troops seem to beinvolved 
in blocking operations opposite. the 
main non-communist coalition fac- 
tions' camps on the Thai border. One 
detailed account of PRK military ope- 


rations, however, appeared in Quan z 


Doi Nhan Dan, the Vietnamese army 


newspaper. A story series in late Au- ^ 
gust described joint operations by the. 
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Rouge surrendered in Sangke, and 84 
guerillas were killed in Puok during 
the first half of the year. Western 
sources add that the Vietnamese car- 
ried out bombing missions over the 
area in July and August. 


PNLF guerillas have claimed to be 
® operating regularly in these areas, 


but have complained of supply prob- 
lems — their bases areon the Thai bor- . 
der far to the west. The Khmer Rouge . 





newspaper quotes à 





maleria," paying tribute to his Khmer 


PRK's 96th Division and a Vietnamese 
unit on Route 10, the highway which 


| links Battambang city to the border 


gem-mining town of Pailin. 

Route 10, as the series made plain, is 
still one of the most hotly contested 
areas of the country. And physical con- 
ditions seem to be às bad as ever. The 
a Vietnamese cadre 
fi om an. elite forward reconnaissance 
. "his face still ashen from 





.; have. no, such dif- 
- ficulties, Thei r 
key base in the 
area is Phnom 
Kulen, the moun- 
tainous area about 
40 mi northeast of 
| Siem Reap city. Ta 
. Mok and Son: Sen, 
both deputy com- 
manders of the 
Khmer Rouge 
armed forces, are 
both said to have 
operated from 
there at various 
times, and the 
mountain has 
been, for years, 
the scene of vic- 
ious fighting. 
Phnom Penh has 
claimed to have 
driven Khmer 
Rouge forces from 
the area. 
From Phnom Kulen, guerillas can 
harass traffic along Highway 6, the 






REVIEW MAP by Frank Tam 


| main road to the east of Tonle Sap, 


which has been closed to foreigners for 
several years. The main area of Khmer 
Rouge activity on this side of the lake 
seems to be Kompong Thom province. 
Four of the province's districts, run- 
ning from its northern to its southern 
boundaries, have -all. reported. heavy 
military le in: the first hall of the 
year. 




















































































rege some oe “th ye figi 
tion T of a gove 


editerial in e. eura one 
late July called on all governme 
bodies to pay greater attention to 
groups. 

The PRK claims of military succe: 
are impossible to confirm indepen 
dently. The Vietnamese claim both 
publicly and privately to. have dis- 
rupted a series of Khmer Rouge base 
in western Battambang provin 
correct this would have a signif 
effect on Khmer Rouge supply 
leading south. The establishme 
military screens opposite the. 
KPNLF and Sihanoukist -— the 
of the coalition factions --- base! 
have slowed down the rate of in 
tion by these groups into Cambor 

-However, the PRK is careful t 
definitive claims of victory. Inh 
port, Bou Thong warned the £ 
ready for more enemy att 
Kampuchea recently listed 
operations against. the coalitic 
first priority for the rest of the 

















In one operation in May, se 
forces claimed to have killed 28. 
las in Kompong Svay district, 4 
surrounds the provincial 
Stoung, the northernmost dis 
guerillas were reported killed in 
first six months of 1984. 

Guerilla activity seems to ta 
past Kompong Thom, though ài 
two areas in the next province | | 
south, Kompong Cham, report r 
clashes with insurgents. Th 
Chamear Loeu, directly to the s 
Kompong Thom, and another d 
Memut. ^ 

Three provinces to íhe south. 
Phnom Penh — Kandal, Prey Veng 
Svay Rieng — are the only ones to: 
port little ar no military action. WAL 
most provinces refer to their enemy. 
"[Khmer Rouge leader] Pol Pot ban 
dits" or something similar, three pro: 
vinces — Kompong Speu, Kompong 
Thom and Kompong Cham d 
scribed their problem guerillas as 
"Pol Pot-Sihanouk-Son Sann” forces 
(Prince Norodom Sihanouk and 5o 
Sann lead the two non-communist « 
alition factions.) S 

This seems to indicate that the nor 
communist guerillas have made som 
inroads into these provinces, thot 
given reports that the Khmer K 
have once again turned their hon 
wrath on their own allies (Rev: 
Aug.)it seems highly undikely t t 
three groups are working t 

























































Polly Toynbee 

had never heard of the Soka 
Gakkai. If I had known more about 
hem, perhaps I would have viewed 
heir invitation to visit Japan with 
ome wariness. But their leader, 
aisaku Ikeda, had written a book to- 
ther with my grandfather, the histo- 
an Arnold Toynbee, and it was this 
yersonal invitation from him, in the 
lame of my grandfather, that arrived 
ondon, ' 

The book had been published after 
randfather’s death, and was not 
his most distinguished works. It 
|a dialogue between himself and 
a, in which the two men dis- 
d widely overarange of subjects 
vorld' peace to sex education in 
s: it was an unreadable trans- 
a vague discussion which was 
"received by the critics. The 
k had been published eight years 
, and my grandfather had been 
or as many years. 

t was the purpose of this invita- | 
so late in the day? Ikeda's English 
sentatives were not able to ex- 
O Say it was Ikeda's dearest | 
entertain myself and my fami- 





Je were greeted at the airport by : a 
ation of Soka Gakkai members, 
ng a bouquet not only for my self, 
lso for my astonished 12-year-old 
ter. A lengthy message of wel- 
rom Ikeda was read out to us be- 
we were hurried away to Tokyo's 
“Otani Hotel (where we were 
own to a penthouse suite) in a vast 
nousine, with the Soka Gakkai's 
jblem, the crane, embroidered in 
id on the carpet. 

lessages, flowers, fruit and more 
sages arrived from our mysterious 
ost, though to our surprise, there was 
o sign of the man himself. In fact, dur- 
ng our two-week stay, we were only to 
neet him twice. But we were 
urounded by his Soka Gakkai under- 
ings morning, noon and night. Con- 
rsation with them seemed to lead in- 
vitably to Soka Gakkai Buddhism, 
n 1 particularly to the great qualities 
Ikeda, or sensei MET as many of 





€ aa in i japan; "ind owns. ‘a 
iuge university, many schools, art gal- 

ries, and more. Soka akkai is a x lay 
1 hi rer 
















‘the charismatic Ikeda. 








a 13th century Buddist monk. It: jas 


few moral or spiritual duties beyond 
daily chanting, and places great em- 
phasis on worldly success and wealth, 
enticing new members with literature 
that promises membership will bring 
earthly riches; succéss and even 
examination passes. 

Independent thought or action is 
discouraged inside the Soka Gakkai. 
The new member is subsumed at once 
into a tight cell struc- 
ture, where a small 
group of people 
closely supervise his 
life and thoughts. The 
extraordinary wealth 
of the group comes 
from ` the three 
monthly tithings of 
the entire member- 
ship. Each person has 
to visit his or her local 
temple on a set day 
four times a year and 
bring money. Al- 
though this is not sup- . 
. posed to be a public 
event, there is clearly. 
pressure to give ac- 
cording toincome. . 

At last the evening {| 
came when we wereto . |! 
meet Ikeda himself. 
The great black 
limousine drew us up 
to the Soka Gakkai's 
palatial — headquar- 
ters. The doorway was 
flood-lit with camera 
lights and there stood 
Ikeda and his wife; 
surrounded by bow- 
ing aides. Dazzled by 
the unexpected scale 
of this reception, we 
were led up to shake 
the great man's. small, 
plump hand. There he : 
stood: a short, stocky man with a round 
and slightly rubbery face, wearing a 
sharply cut white Western-style suit. 
The camera bulbs flashed, the movie 
cameras hummed and we were carried 
away by the throng past corridors of 
bowing girls all dressed in white and 
smiling like dolls. 

In à room of colossal dimensions vast 
white armchairs: were arranged ina 
huge square, with three in a row at the 


top for myself, my husband and Ikeda. 
pening him at aGmicrophone, sat his | fat 
ful ‘ach 


| The Soka Gakkai (Value Creation 


 j million members. Polly Toynbee, a 





Ikeda; his book: grandiose. 


' Society) based on the teachings of 
Nichiren, a 13th century Buddhist 
monk, is the strongest of Japan's 
many "new religions," (REviEW, 26 
- Apr.). Founded in 1937, it is con- 
. trolled with an iron hand by the 
¿charismatic leader, Daisaku 
. Ikeda. The sect now has about 10 
















British journalist and grand- 
daughter of the historian Arnold 
Toynbee — whose prophecies of 
the rise of the East still fill many 
Japanese with delight — was in- 
vited to visit the sect earlier this 
year. Here is hér personal account 
of the reason why. 












a microphone in front 
of us, to carry our 
voices across the vast 
reception room. i 
"There we sat 
awed, appalled, inti- 

 midated — while royal 

courtesies flowed. “I 

want you to feel abso- 

| lutely at home this 
evening," said Ikeda. 
"Just enjoy yourselves 
on this: very informal 
occasion." What would 

a formal occasion have 

beenlike?. . 
^We talked, with 
great strain, of the 
weather in Britain 

-and Japan, of the 

sights of Tokyo, and 

more such trivial mat- 

'ters. Our host's style 

: of- conversation was 
imperious and alarm- 

cing — he led, and 

others followed. Any 
unexpected or uncon- 
ventional remark 
from us was greeted 
with a stern, . fixed 
look in theeye, incom- 

prehension; and. a 

warning frostiness: 
“We had time to 

study‘him, and marvel 
at the worldiness: of 
his demeanour, without a whiff of 
spirituality. Asked to guess at his 
occupation, few would have selected 
him as any ` kind ' of i224 fig- 


—— 


ure. 


Dinner was an tes! and conversa- 


lion stayed mainly trivial, until he 


turned to the: subject of my grand- 


‘father — the purpose, after all, of our 


trip. I could hardly. imagine the two 


men together, this Peou ball of power 








Ikeda, leaning towards me. "It is my 
mission to see that everyone in the 
world reads his work. You will support 





me in this work? Fhave your promise?” 


I felt uneasy at agreeing to anything, 
but could hardly refuse. . 

Then he explained that there were, 
in -fact,. some «more. parts’ of. the 
Toynbee/Ikeda: dialogues, as: yet. un- 
published. He neither had a copy of 
them, nor.the rights to publish, but 
clearly. wanted to-make use of them. 
Luckily I have absolutely no- control 
over either the manuscripts or the 
rights. But part of the. purpose of our 
invitation was paisa: apparent. 


had no “idea of. the. extent of my 


E crahdtather s fameor importance in | 


mem In Britain his works are now 


mainly known by professional histo- 


rians or people of the older genera- 
tions. But in Japan, where he was 
awarded the Order of the Rising Sun, 
he is compulsory reading in univer- 
sities..As the prophet of thi 





Eastern. world, and the decline et the | 


West,:he has long been something ofa. 


hero in Japan, where there is a Toynbee’ E hive bees drawn into endorsing Ikeda. 


Huge. silk-covered picture books do- 


Society run. by distinguished - 
academics, some. of whom helped. 
translate his work, and who knew him 

xA ROB my. wiandither" ER 
many visits to Japan, he. never met 





were clearly less than delighted with 
Ikeda's grandiose appropriation of his 
memory, on the basis of some rather 
vague, and rambling recorded inter- 
views in extreme old age. It was clear^ 
that my visit to Japan was supposed to | 
bind Ikeda yet closer to my grand- 
father's memory, as I was taken round 
and interviewed by new papers and 
TV stations. : 

In the days that followed, we toured 
Japan, always in the company of large 
numbers of Soka Gakkai members, 
with others there to greet us at each 


city. In Kyoto we were shown a film of. 


Ikeda's triumphant tour of the US, in 
rallies at stadiums from Dallas to San 
Diego. Formation teams of majorettes 
and. baton twirlers formed. great 
human. waves to.the greater glory of 
the. spot-lit figure of Ikeda, glowing 
with pride at the podium. 

At just such a rally as this, with 6,000 
massed majorettes chanting and danc- 
ing: to. the: theme music from the TV 
series Dallas and The Sound of Music, 
we saw Ikeda for the last time. After 
the grand finale, Ikeda came down from 
his rostrum and took a lap of honour 
round the stadium, while carefully re- 
hearsed groups of girls, shrieking with 
adulation, flocked towards him. | 

At this celebration, the. guest of 
honour v was PONEN Fre neh ambassador to 








"They areno Joiibt quite r 









concentrated. on F 
.Huvadu [Suvadiva].. atolls, 


| mediately resulted in the discover 





that in seeking influence a Sapa 


| today, it would be unwise tó ignore the 


power and influence of Ikeda and the 
Soka Gakkai. Out there in the swelter- 
ing sun, they were prepared to suffer 
the: dismal boredom, the ’staggering 
vulgarity, and the outrageous demon- 
stration: of hero-worship in order to 
keep in with this strange. and primi- 
tively powerful man. 

The Soka Gakkai's Komeito (Clean 
Government) party has close allies, 
despite its high-minded name, .in 
former . prime minister. Kakuei 
Tanaka's faction in the ruling Liberal 
Democratic. Party. In. the elaborate 
politics of shifting alliances, this third- 
largest grouping has great influence, 
and there is no doubt that though now 
officially it is no longer.an arm of the 


. Soka Gakkai, it is in effect controlled 
| by Ikeda. All its leading members are 


Soka Gakkai members, and the first 
prerequisite of Soka Gakkai member- 
ship is unswerving obedience. 
Many. are the people. around. the 
rld of importance and power who 





nated to us showed Ikeda in a thousand 


| poses, meeting. wüh jprendenu and 


| ARCHAEOLOGY 


Ikeda there. His old. Japanese. friends | 


ver the past 1 8 months a number of 
sensational reports have appeared 


| in Maldives and Sri Lanka about 


claims by the Norwegian archaeologist 
and voyager Thor Heyerdahl to have 
uncovered “a civilisation almost 3,500 
years old" in southern Maldives. 

Reports circulated by the Maldivian 
authorities indicate that Heyerdahl 
travelled to the archipelago i in 1982 be- 
cause “after crossing the Indian Ocean 
with the reed-ship Tigris in 1977-78 
[he] suspected that Maldives would 
have been centrally located in the ear- 
liest sailing-routes between the Middle 
East, the Indus Valley and the Far 
East.” 

Drawing on his experience in early 
and primitive navigation techniques, 
Heyerdahl “calculated that any island 
on the equatorial line would be most 
likely visited and settled by prehistoric 
navigators. Therefore the research was 
"ua Mulaku and 
. Which 
closely flank the eéquátor. This im- 
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heads of state, talkin 
suchas Sen. Edward. 
Kenneth Galbraith, and maz 
A silken web is easily woven, : 
graph taken, a brief meeting j i 
às if it were of special imp 
aligning himself with the great vi 
ever he can, he seeks to aggra 
himself. Humility is unknown tà 
His departing gift to us was à 
huge glossy book, crammed, with 
different photographs of himself. 

On returning to Britain, J talked 
my grandfather's literary, executo 
and to his publishers, the Oxford aU 
versity Press. Both were adamant ! 
they had no intention of allowing 
further publication of Toynbee/I 
material, and they regretted the p 
cation of the first book of dialo 

like to think that if my gran 
had not been so old, or if he he 
Ikeda in his own bizarrre 
ings, he would certainly not 
himself to endorsing Ikeda in. 
he did. My grandfather was a f. 
at the time, and by nature so. 
that it rarely occurred to him. 
ill of. anyone. If my trip to. 

itended to bind him yet mon 
to Ikeda, 1 hope the effect w 
been the reverse, 



























and lined with. squared 
blocks ornamented with dif 
lief motives of the Sun God. 
terior had been filled with 
ble to the height of 12-15 m like 
ped pyramid astronomically o 
to the sun and with a ceremonial t: 
up the south wall, as in ‘ar 
Mesopotamia." 

ment of a coral stone slab, found 
where on Suvadiva atoll by loca 
habitants, as being "covered. 3 
hieroglyphics, a sun-dise and ro 
solar swastika symbols... the h 
glyphs strongly resemble the pr 
toric script of the extinct Indus V 
civilisation which suddenly flouris 
on the banks of the Indus River at 
2500 BC." 

Until Heyerdahl's visit to M 
Maldivian history was cons 
both local and foreign acai 
stretch , back perhaps i 

T hough little was ki 
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d covery of EE by € Coum 
S; rts appeared in the press 
ring Sri Lanka claiming 
: Ieyerdahl had *uncovered the 
ncient Maldives" and established 
pr bable links between the central In- 





By Bunny Suraiya in Calcutta 


ith some 170 state-sponsored lot- 
teries accouriting for an annual 
turnover of Rs 7.3 billion (US$62.4 
million) and employing 1 million peo- 
ple including government personnel 
and commissioned selling agents, the 
lottery business is enjoying a boom in 
India. | 
Since 1976 when the first state lot- 
tery was introduced — interestingly 
enough by Kerala’s Marxist govern- 
ment to raise funds for famine relief — 
sweepstake schemes have . spread 
across the country like exotic growths 
at enticing variance with the frugal 
landscape. me 
Escalating competi has inflated 
prizes and some lotteries now offer the 
chance of winning as much as Rs 22 
million for a Rs 10 ticket. Besides the 
state governments, bodies such as the 
navy and air force also run lotteries. 
Gaudy posters and media advertise- 
ments — “Welcome Lakshmi into your 
home!”; “Become a croré-patti [mul- 











ient civilisation of the Indus Valley 
At about, the same time Heyerdahl 


p discovery of a sun temple which 
d *served both as a place of worship 
^as a lighthouse,” adding that the 
rian Government was "thrilled" 
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and Ra, ‘put on this occasion 
the mouths of the Indus and 
al Indian Ocean — a venture 

ld it materialise, \ would at- 


ula Jeims of 2 an n aneient andi 
'y-like civilisation in the southern 
ives based on substantive evi- 
' The answer must be, unfortu- 
not at all. : 
‘existence of large, tumuli-like 
is on Gamu island on south- 
n Suvadiva atoll has for some 
lerable time been known to the 
ivian authorities — and, indeed, 
ome Western students of Maldivian 
Heyerdahl has yet to publish a 
account of his findings, but the 
4 n authorities have made 
able photographs of Heyerdahl's 
n Gamu, as well as of the 





“hieroglyph stone" found by local is- 
landers on neighbouring Vadu island 
during 1981. | 
From these photographs it seems 
probable that the "sun temple" on 
Gamu island is — as had long been sus- 
pected — another of the numerous 
ruined Buddhist stupas dating from 
. about AD 1000 which dot the Mal- 
dives. More significantly, even the 
most cursory of glances reveals the 
Vadu "hieroglyph stone" to be, beyond 
a shadow of doubt, a coral Buddha 
Dadukà (footprint), probably origi- 
nally one of a pair, decorated with a 
series of auspicious signs which have 
been mistakenly identified as a hiero- 
glyphic script. 
Thus, those on the Vadu footprint in- 
. clude a fish, a conch-shell trumpet, a 
. vase, a swastika, a probable elephant 
hook, a possible sword, and a 
« possible drum. A Buddhist 
"wheel of the law” is clearly 
visible in the centre of the 
footprint, as are all five 
toes, each distinctively 
marked with a swastika. 
Finally, the exterior of the 
footprint is decorated with 
lotus representations. 
That they bear no reseanlancs to 
Indus Valley script has been confirmed 








| Museum and at the University of Cam- 
| bridge as well as — most'authorita- 
ey — DL Prof. ASKO TE of the 


bya number of experts at the British - 


| Corruption becomes commonplace 
as India plays the numbers game 


RNRRRRRRRRRRRRRARRRARERNTRRRERRRRRREIEAERERIRNTRRENRRRERE ERR a d 


at Kantarodai, 











timillionaire] overnight!" — lure the 
buyers. Popular stories such as the one 
about a Bombay shopkeeper who won 
Rs 10 million on a single ticket or about 
a "syndicate" of 23 Madras labourers 
who bagged Rs 8.3 million, help create 
a modern mythology of miraculously 
granted riches. 

The criticism that official. sponsor- 
ship of such schemes is at odds with the 
country’s avowed socialist ideals has 
been countered by the argument that 
lotteries raise much-needed revenue 
for social-welfare schemes. Subscrib- 
ers in Tamil Nadu — which has the 
highest sale of tickets in the country — 
are estimated to spend Rs 3.5 billion a 
year on lotteries. But critics point out 
that much of the money raised is 
ploughed back into the business by 
way of prizes, publicity, commissions 
and salaries. 

Detractors also blame lotteries for 
giving rise to an undesirable climate of 
venality and malpractice, and a 


similar discovery (though in this in- 
stance of a double paduka, or set of two 
footprints), was in fact made by the Ar- 
chaeological Commission of Sri Lanka 
near Jaffna, during 
1967-68; the similarity between these 
Sri Lankan and Maldivian padukas is 
indeed striking. | 

In sum, it is most unlikely that the 
pre-Islamic sites on Suvadiva atoll, 
Gamu and Vadu islands, are anything 
other than Buddhist ruins. The large 
tumulus on Gamu is almost certainly a 
major Buddhist stupa, comparable to 
that excavated by H. C. P. Bell on Had- 
dunmati atoll, Gamu island, also in 
southern Maldives, during 1922. This 
fact must now be clear to Heyerdahl, 
though the original erroneous identifi- 
cation has yet to be made clear to the 
Maldivians and to the South Asian 
media in general. Should an Indus Val- 
ley-southern Maldives. maritime ex- 
pedition shortly materialise, these ar- 
chaeological facts should be borne in 
mind. 

While Heyerdahl’s books are fas- 
cinating — and aspects of his work:in 
the Pacific area are particularly ‘ad- 
mirable — it isto be hoped the present 
erroneous interpretation of Maldivian 
history can be set straight, before more 
Maldivian time and funds are wasted; 
before the Maldivian’ people become 
convinced’ of seen link with the Indus 

- Civi ior ane before 
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nmake of recent revelations Wan cess | 


tainly tarnished the golden rainbow of 
the lottery bonanza. 

It has been alleged that lotteries pro- 
vide a convenient conduit for the flow 
of funds from the “parallel economy," 
which is currently estimated to ac- 
count for anything from 21-50% of 
gross national product. It is suspected 
that black money is often laundered 
via a prize-winning ticket by paying a 
premium; a Bombay film star claims to 
have received Rs 3.5 million in the past 
few years thanks to no fewer than 200 
winning numbers. 


he large sums of money involved have 

encouraged rigged draws, forged 
tickets'and other shady deals, often 
with the alleged complicity of govern- 
ment officials. Last year Tripura dis- 
continued its lottery after allegations 
about spurious tickets led to an inves- 
tigation incriminating a senior official 
in the racket. Bihar and Pondicherry 
have stopped their lotteries for similar 
reasons and the Meghalaya govern- 
ment has proposed appointing a spe- 
cial. panel of judges to oversee the 
draws. 

What makes the system open to 
exploitation is that most states and 
óther organisations conduct their lot- 
teries through outside, mainly Delhi- 
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based contractors Who die M charge of 
everything from printing tickets to or- 
ganising the draw. Since there is little 
or no supervision of their activities, 
fraudulent practices have become 
common and, according to a Central 
Bureau of Investigation report, one out 
of every five tickets sold in Delhi is 
either forged or of a bogus "private 
raffle." It has been suggested that a 
central authority be formed to monitor 
the functioning of the various lotteries, 


but nothing has come of the proposal as | 


yet. 

A Supreme Court judge is reported 
to have questioned the constitutional 
validity of the government conducting 
lotteries, but his objections seem to 
have been brushed aside in the scram- 
ble of the lottery gold rush. With com- 
petition becoming keener, the lottery 
war is heating up and the Maharashtra 
government is said to be planning to 
restrict the sale of outside raffles | 
within the state. 

Other states may follow, dhidationitig | 
the future of lotteries. But at present 
everyone seems to be cashing in on the 
trend — including the family-planning 
authorities which have apparently is- 
sued a directive that volunteers for 


| vasectomy should be given five lottery 


tickets in addition to the regulation 
monetary incentive. 


The yakuzas lucrative traffic 
in guns, drugs and girls 


By Christopher McCooey in Tokyo 


timulant drugs, hand guns, porno- 

graphic video tapes, gold bars, 
gland secretions of Himalayan deer, 
birds of paradise and blue-eyed 
blondes — all have been smuggled into 
Japan illegally: in recent months. 
Information released by the Ministry 


tine gun and drug trafficking opera- 
tions run by "yakuza," the Japanese 
gangsters. (In 1982 48 guns, of a total of 
127 seized, were believed to have origi- 
nated in Honolulu.) 

Recent crackdowns by the United 


, States and Japanese authorities has 


of Finance reveals that the number of | 


smuggling cases in 1983 totalléd 1,006 
— down sharply from the 2,591 cases 
reported in 1982 and 7,891 for 1980. 


of up to five years, or both, smuggling 


of:;guns and drugs remains rife. Much | 


of the trafficking is carried out by 
highly organised crime syndicates, 
though the use of firearms is usually 
confined to inter-gang warfare. 

There is very strict firearms legisla- 


tior in Japan. According to police esti- 
| "bosozoku" 


mates, only 10,000 firearms are legally 
in private hands, mostly shot guns used 
for sporting purposes. In 1983 customs 
officers seized 18 shipments of guns 
totalling 178 firearms. In the early 
1980s most of the guns smuggled into 
Japan had originated in Honolulu: Ja- 
panese bars and massage parlours in 
Waikiki provided fronts for clandes- 





significantly reduced this traffic: in 
1983, only nine guns were seized. 


The most lucrative smuggling in- 


| volves what is described in the seizure 
Despite stiff finesand imprisonment | 


figures as "social evil" — namely nar- 
coties. Heroin, morphine, opium and 
LSD have all been seized by customs 
officials, but only in small quantities 
the figures for 1983 were 1,386 gm of 
heroin seized, morphine none, raw 
opium 22.4 gm and three LSD tablets. 
But "soft" drugs hàve a higher pro- 
file: their market includes the 
(hot-rodders), taxi and 
truck drivers who work long hours and 
use amphetamines to stay awake, peo- 
ple in the entertainment business, and 
even bored housewives left alone at 
home all day and most of the night. 
Hemp and hemp derivatives includ- 
ing plants seized in 1983 amounted to 
77,575 gm, more than twice the previ- 
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ous year's figure. However, am- 
phetamines amounted to 22,462 gm, 
sharply down from the.1982 figure of 
75,317 gm. Most of these am- 
phetamines are manufactured by Ja- 
panese-owned laboratories in South 
Korea, Taiwan and Hongkong 
Customs officers have recently un- 
covered several cases of beef smuggl- 
ing which involved meat traders in 
Okinawa. That prefecture is permitted 
to import some goods at low tariffs and 
other preferential conditions under à 
measure taken when Okinawa was re- 


turned to Japan from the US military 
A number of 
traders smuggled ine o RE meat= -- 


administration in 1972 


mostly Australian and New Zealand 
beef — to other prefectures, The Okina- 
wan meat tariff is only one-fifth of the 
tariffs operating elsewhere in Japan 
which enables beef smugglers to make 
handsome profits 

The Himalayan musk dee: Bhu- 
tan's national emblem — is hunted for 
the secretion from the tiny gland oa 
only in the adult male. Althoug 
sought after by manufacturers of pere 
fume, it is Japan's pharmacists who 
encourage poaching this protected 
species. (Musk is used in traditional 
medicines to treat heart ailments. LAc- 
cording to Traffic, the specialist group 
monitoring wildlife trade worldwide, 
Japan’s imports of the pungent brown 
juice account for 90% of all interna 
tional trade. de 

To provide about 4 kg of musk, some 
40 deer must die. Wildlife experts esti- 





Calcutta lottery-ticket seller: open to exploitation. 









» other consignments : 
er Japan illegally from | 
ina and Hongkong. A 
hipment of 222 kg bound 
for Japan was confiscated 
by Hongkong authorities. © 
The exporters, however, es- 

caped conviction, arguing 
that the musk was from a 
species not listed under 
ie. Convention of Interna- 
tional Trade in Endangered 
Species. This loophole was 
osed recently when a re- 
sion of the regulations 
gave blanket protection to 



























Turning from the exotic to the erotic, 
is estimated that in the red-light dis- 
of Osaka alone there are 10,000 
eign (mostly Southeast Asian) 
en "selling spring," the Japanese 
sm for prostitution. Many 
girls nationwide are keeping the 

n satisfied in turkish baths, 
offee shops where the waitresses 
¿or not wearing panties, 
ive sex shows and strip- 
any have entered the coun- 
ist visas and are working il- 


itly Australian and American 
ave been competing with the 
s, Thais, South Koreans and 
ese: Western women are lured 
an by talent agents promising 
e singing, dancing or model- 
contracts. According to Fred 
a police detective monitoring 
uation in Los Angeles: “This is as 
white slavery as you'll ever get. 
'pical victim is blonde, prefera- 
in her early 20s, with blue eyes 
umb or naive. She has minimal 
ant but great dreams." 

The agents place advertisements in 
putable trade papers for entertainers 
ork abroad. They give the girls 
one-way tickets to Japan with the pro- 
of singing contracts in clubs. 

Ince there, however, they are coerced 
to prostitution and made to appear 
n live sex shows or work as hostesses 

xpensive bars where clients expect 
je able to buy out a girl for extra ser- 
fices at a love hotel. According to the 
"ederal Bureau of Investigation which 
jrobed the racket for two years, the 
ymerican-based "talent agents," who 
jave yakuza connections, are difficult 
prosecute because “the crimes occur 
another country and the agents 
l. ignorance of the improprieties 
g the female entertainers in 






ugh the profits from "import- 
lg _ women may not be as 
3 ed y 
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T less. The Japanese au- 
thorities are primarily concerned with 
protecting its citizens from such "so- 
cial evils” as narcoties; they are less 
concerned with the implications of 
the pornography and prostitution 
trade. ü 


Gold, currency y and 
gems flow through the 
Hongkong connection 


z Paul Ensor in Seoul 


reshly arrived in South Korea, a 
German tourist strode through. 
Seoul’s Kimpo International Airport 
towards the customs barrier. Tripping 


on the highly polished floor, he fell on. 
his back. Although apparently unhurt, 


he was unable to get off the floor, 
helplessly struggling like an over- 
turned turtle. Customs staff came to 
help him up, quickly discovering why 
he was so incapacitated — under. his 
clothes the visitor was wearing a vest 
of gold ingots. 

This incident was only one of many 
involving visitors to South Korea from 
Hongkong, smuggling all kinds of 
things, from Chinese medicines to gold 
and diamonds, as well as foreign cur- 
rency. Slip-ups such as this one fre- 
quently cost similarly overloaded 
visitors heavy fines or months, even 
years in prison. 

South Korea presents the best mar- 
ket in Asia for Hongkong-based 
smuggling operations. The country’s 
rising middle class has a large appetite 
for foreign-label goods — such as Ja- 
panese electronic items — imports of 
which are heavily restricted. There is 
strong demand for gold and jewellery 
— traditionally viewed as the most re- 
hable form of savings possible: gifts of 
gold play an important part in events 
such as birthdays and weddings. Im- 
ports of gold and diamonds are also 
heavily restricted and the govern : 






















Hongkong ws Taiwan Chinese id 


average o 
ighe rthan in Hongkong. 
|]. Foreign-currency rates on 
|. Seoul's black market are re- 
į latively close to those of- 
|| fered by the banks, though 
„Controls on currency flows 
. make it difficult to re- 
patriate their earnings, and 
frequently smugglers are 
apprehended leaving the 
country with larger amounts 
of banknotes than they 
brought in. South Koreans 
hoping to place their sav- 
ings abroad .are also fre- 
quently stopped carrying 
large. amounts. of cash. 
Earlier this year the pastor of Yongnak 
Presbyterian Church, Seoul's. largest 
chureh, was stopped trying to take 
more than US$100,000 out of the coun- 
try. 

Hongkong's laissez-faire trade sys- 
tem makes smuggling operations very 
easy, they break. no local laws, and 
there is no extradition treaty with 
South Korea. The amounts involved 
are staggering: in 1983 South Korean 
customs men confiscated Won 16.3 bil- 
lion (US$20.12 million) worth of goods 
entering the country from Hongkong 
alone, through seaports and airports, 
but mostly through Kimpo. 

The organisation of smuggling ac- 
tivities in Hongkong varies from ope- 
rations with strong linksto the Chinese 
triads to entirely Western-run outfits 
who deal exclusively with relatively 
inexperienced “couriers” young 
Western travellers interested in mak- 
ing quick money. The Chinese-run and 
-operated networks are by far the 
largest, with numerous connections 
with black-marketeers in Seoul. 

The government has responded w ith 
talk of loosening controls on the im- 
port of gold, and a new set of restric- 
tions on travel into the country by 
Hongkong and Taiwan Chinese. 

Relaxing controls on gold imports 
would be extremely difficult to effect, 
if the government wishes to continue to 
discourage the public from placing 
their savings in the precious metal. The 
preference for gold has its roots in 
marriage and birthday gift-giving 
traditions, though there is a popular 
feeling that tangible savings are more 
trustworthy than paper. The govern- 
ment sees such practices as unproduc- 
tive, draining money out of a banking 
sector already struggling to draw 
funds away from the property and kerb 
markets. : 

Restrictions on: travel into the coun- 
try are more easily put into place, but 
having announced restrictions on 
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Well-guided 





Guiding a business venture to its around the world, HongkongBank has 
goal doesn't mean keeping to one strict experienced most of the likely 
flight path; it means making all the constraints. Our experience enables us to 
adjustments along the way that make for set your business on a course — and 
the best flight path. adjust it — faster. And not just in the 


Because the direction of any business — Far East, but anywhere in the 5 HongkongBank 


needs to change as conditions change, as ursdap where We OPONIS ONE Dew ork The Hongkong and Shanghai Barking Corporation 

countries change, and as the world changes. of more than 1,000 branches. Marine Midland Bank * Hongkong Bank of 
Having prepared the smooth Canada * The British Bank of the Middle East 

trajectories for so many businesses and ieri inc eme one nm 


individuals in the Far East, we are well re ee 
1duáals a st, we e s ; 
prepared to help you. Fast decisions. Worldwide. 


In that spirit of change, business 
needs a bank versatile and agile enough 
to help make adjustments. In more 
than a century of financing business 3 | " | 
ventures around the Far East region and Talk to us today. Anywhere. CONSOLIDE CEED USO BILLION. eA DAD 
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Picking up its rides to dance 


to Washington's tune 


By Anthony Rowley in Hongkong 


The World Bank 
went on the defen- 
sive when the 
administration of 
United States Pre- 
sident Ronald Reagan took of- 
fice in 1980 and public-sector 
institutions became identified 
with everything that is bad and 
the private sector with all that 
is good. The bank is still on the 
defensive even though the debt 
crisis in Latin America and 
elsewhere has exposed the folly 
of the Reaganite faith in the 
“magic of the marketplace” 
where commercial bank lend- 
ing to developing countries is 
concerned. The World Bank is 
not wanting in a defence of its 
role; it lacks a defender strong 
enough to turn fumbling self- 
justification into a humbug-de- 
stroying attack on critics. 

Its current president A. W. 
(Tom) Clausen -— appointed in a 
hurry under former US presi- 
dent Jimmy Carter to pre-empt 
an appointment by the current 
Republican incumbent Reagan 
— has not proved to be such an 
able defender. It is not through 
want of trying: Clausen has religiously preached the gospel 
of development in speeches throughout the US and beyond. 
But that has not prevailed against the bigots of the new 
Right and Clausen has failed to lobby hard enough with 
power brokers and to exploit what little political capital 
the bank has. His critics within the bank, bitter at the in- 
stitution’s continuing loss of prestige and funds, charge 
that Clausen failed to appoint his own men quickly enough 
to consolidate his hold on the bank. 

As a result, men favoured by the US administration have 
begun to appear in key positions. Clausen, it is argued, 
wanted an existing senior (Pakistani) bank official ap- 
pointed as executive vice-president of the bank's sister in- 
stitution, the International Finance Corp. to replace the re- 
tiring Hans A. Wuttke. But he did not get his way. Instead a 
British former civil servant 
was chosen. 

In the same way, those 





sent US administration in 


all this, claim that the ap- A Word with the President _ 68 


pointment earlier this year Structure 70 
of Richard D. Erb to suc- The Bank's bank —— — —. 71 
ceed William B. Dale as de- The Bank's Annual Report — 77 
puty managing director of MIGA —— —— — — — — — 78 


the International Monetary FC _______________.. 78 
Fund reflected US Govern- ON pg es Ros 2 
ment manoeuvring. Ironi- ere eq ECC? n 

cally, Washington rumour The Bank and the People < 64 
now has it that Clausen 
himself is unlikely to be 
reappointed when his term 
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Tom Clausen: not such an able defender. 
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| Cover: Communicabons in the Philippines ( World Bank photo). | 


expires in 1986 and that he will 
be replaced by Federal Reserve 
Board chairman Paul Volcker. 

The thought of a stern 
monetarist like Volcker sit- 
ting in the president's seat at 
the World Bank has a certain 
irony, given that it was à 
menetarist-induced 
which contributed largely to 
the Third World debt crisis and 
shifted the emphasis from long- 
term development to crisis 
management. Volcker has re- 
cently called for a new phase in 
dealing with the Third World 
debt problems, a shift 
crisis management to long- 
term economic stabilisation. 
But he appeared to be talking 
about debt-refinancing rather 
than a shift back to economie 
growth policies and more 
generous development aid. 

Few it seems — and perhaps 
least of all Clausen — seem pre- 
pared to challenge the current 
orthodoxy among ruling con- 
servative elites in the US and 
Europe that, provided inflation 
is held down (through the 
monetary aggregates) and pro- 
vided that the developing countries are prepared to make 
adjustments in the name of economic efficiency, all will 
come out well in the end. Debt restructuring meanwhile 
can best be taken care of on a case-by-case basis, without 
global solutions being applied, it is argued. As for develop- 
ment, that is best resolved by the private sector, through 
commercial bank loans and multinational-company direet 
investments, with institutions like the World Bank staying 
on the sidelines as a catalyst. 


veloped countries can hope to get back to vigorous, 
trade-generating economic growth and to reduce 
budget deficits without overshooting monetary targets and 
giving way somewhat on inflation, the new orthodoxy is still 
deficient. Developing coun- 
tries will make adjustments 
in their own economies only 
so long as the pain they suf- 
fer is softened by the pros- 
IMF 86 pectof meshing better with 
93 a vigorous and open inter- 


L^ aside the crucial questions of whether de- 


South Korea 94 national economic system 
China 97 — not one plagued by the 
Malaysia 101 threat of renewed recession 
ipe en a ies and protectionism. And 
niin 110 they will hold off repudiat- 


ing debt only so long as the 
burden of paying out li- 
mited foreign exchange to 
service foreign debt remains 
politically tolerable. Equal- 
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T ig. The World Bank hee became the butt of much of it. 





(his i$. nost apparent in the way. the bank has beer 




















uggestion that their chief hope of salvation is in open and 
port-oriented trade-exchange rate policies. These things 
e means to an end, pro- 
ded the developed world is. 
ying by the same rules — N bo 
in end. in themselves... | ew y^ 
yx staff within the bank 
too aware of these 
)ut.the view from the 
oes not always seem to 
etstaffconsensusnowa- | 
s. The World Bank's con-- 

t litany of praise for co- | 
cing with commercial 
ks is more evidence of its 
osophical shift. ONSE : 
agan camp. 

'e isa rich irony in the ; dm 

| that at a time when the consequences ol uncontr olled . 
ing by commercial banks and export-credit agencies to. 
loping countries are all too apparent, the World Bank. 
ld be urged to stand more on the sidelines and allow the 
1ercial banks and export agencies an even bigger role. 
hisis precisely the argument thatisadvanced by the US 
h.has more than 20% of the voting control in the bank 
nearly four times the amount of the next nearest 
); And the bank, under Clausen, appears to give ever 
ind toits opponents on this issue; not all the bank 
0. As one official commented: “Commercial banks are 











development. i " 
aff infact think that countries have been gradusie 00 
not too slowly, away from World Bank lending. 





usen’s tenure.) As one senior official put it: "We could 
it hold on to debtor countries because commercial funds 
ere available on cheap [real] terms, plus the export credit 
igencies pumped out money to support jobs in their own 
e ort industries. Developing countries did not have. the 
ability to absorb so much debt. Their infrastructures were 
not up to it." Another World Bank source was more suc- 
cinct: "The commercial banks messed it up." 
ut the notion is firmly entrenched in the current US ad- 
ministration that “wherever you have a project with a high 
te of financial return, every ef fort should be made to 2 est it 





a can ery on more commer cial "EE The US. is also 
iestioning whether the size of the World Bank's proposed 
nding programme to China is appropriate. “The lending | 
'ogramme is generous and it substitutes for other forms of. 
commercial] finance," said the administration source. 

In reply, World Bank staff point out that the relative- 
y sudden shift from concessional to commercial borrowing 
India will shift es country's s debt-se | 





rced to shift its priorities from the out- and-out atz^ 
-tack on poverty pushed by its aggressive former presi- .. 
Robert S. McNamara to one stressing economic effi- | 
and the virtues of private enterprise in development... 
Namara himself was a ruthless exponent of efficiency.» | 
ut now a simplistic assumption that adjustments in the |} 
macro-economic policy mix of developing countries will. 
olye their development problems seems to be creeping into | 

ome of the World Bank's official pronouncements. Ditto a 


io support commercial and trade activity, not long- 


uation" has been another buzz word during. 
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the Caribbean nation of St Christopher and Nevis 

. signed the Articles of Agreement of the World 
Bank on 15 August. and became the 147th member of 
the bank with-a subscription of 2.5 million special 
drawing rights. (US$2.55 million)... 

Commonly referred-to as St Kitts, it became a fully 
independent federated state on 19 September 1983. 
According to the 1980 census the two islands have a 
population of 43,000. Per capita income in that year 
was o to SEM BOR 
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^ Senior bank staff are cur rently engaged i ina major exer- 
cise to determine what the future role of the institution 


_ should be. In principle there is nothing wrong with such a 


searching self-examination, especially insofar as it recog- 
nises the changing and non-homogenous nature of the so- 


| called Third World. and the need to apply different 


strategies to different groups of countries. But an outsider 
can easily come away with the impression that the World 
Bank is struggling to justify its very existence in the face of 
outside hostility rather than going through an internal effi- 
ciency audit. 

The Reagan administration is seeking to stem the natural 
evolution of the bank, amove 
which seems to have about as 
much logic as the bizarre at- 
tack on population control 
made recently by the White 
House. Over the years, the 
World. Bank has evolved 
from making project and 
programme (sector) loans to 
Bou or structural adjust- 

ment-type lending. The US 
appears keenly to resent this 
role of world economic ad- 
viser which the bank is in- 
creasingly. taking on. and 
which obviously clashes 
with a Washington’s own ambitions for world influence. The 
idea of the bank as institutional policy adviser with global 
powers does not jive with the administration's view on the 
sanctity of (influence-winning) bilateral aid and the virtues 
of commercial ipreterapiy US) bank enang: 


the executive board of the World Bank on the bank's 
. policy role sound about as convincing. as those in 
favour of the trickle-down benefits of Reaganomics. Itis ar- 
gued that it is alright for the bank to give policy advice, so 


T arguments. advanced by US representatives on 


ong as it does not ask for funds to back up that advice. When 


J 
| 
| 
| 
| 
dh 
| 
| 
E 
| 
xj 
| 


: ments are ae alia the need denk. 


ke economic ee will ee them with or with 
out the World Bank to encourage them. It is all dangerously 
simplistic reasoning which flies in the face of empirical evi- 
dence. 

“The bank has oversold its case that it needs cash to püt 
over its poliey dialogue," one source close to the adminis- 
tration told the Review. The argument heard in such quar- 
ters is that countries such as Tanzania and Bolivia are cases 
where World Bank advice and money have not produced 
beneficial results while those such as China and Taiwan 
have succeeded without the bank. Apart from the oddness 
of hearing China held up by those close to the Reagan ad- 
ministration as a model of economic efficiency (and in the 
same breath as Taiwan), such arguments ignore the large 
and successful policy input which the World Bank has had 
in a host of Asian countries including South Korea, Thai- 


| land, Indonesia and, for an agricultural point of view, 


India. They also ignore the zeal China has shown for World 
Bank research on its own. economy since it joiried the bank 
in 1980 — and the fact that Taiwan was a a member for many 
years. 

As for the argument that the bank can.promote macro- 
economie polic changes in developing 20 tries without 











concessions which any US a ion Dus to- 


make to particular interest groups in the hopeof |. Hanover | p. 3 | 

promoting wider legislative programmes {or sim- | Crocker National 38 21 l ae 

ply getting re-elected) it seems inconceivable | pee < de E Lows] 18 
that US representatives of the World Bank | Bank of Amanien | 10 res n i | i 49 
should deny this obvious linkage. | < | ChaseManhattan | — 21 51 | 12 | 40 | 74 

However great the potential threat to the: po- Bankers Trust _ 13 46 | 11 46 ] 85 

licy-making and development-planning role of || MorganGuaranty| 24 (| 54 1-10 | 35 | i8 
the bank proper, the International Bank for Re- | FirstInterstate | |. 7 j| 44 | 4 | 63 | 18 
construction and Development (IBRD), it has so | First National © wi r HO 
far been able to back its advice with a dozen orso -f xepicago ” | 14 AL Me 50. fio di E 
structural-adjustment loans (SALs) and through ` Chptinental ambos | cee Sat n on 
a Special Action Programme of quick-disbursing - Ilinois |^ 38 ^ | o3 l i3 L 39 Po 29 
loans. Loan commitments by the IBRD in fiscal SecurityPacifie | ^ 10 | 29 | 7 | 3 US 


1984 amounted to US$11.9 billion, compared - 
with US$11.1 billion in the previous year. 

^ Having recently enjoyed a Selective Capital Inerease in 
‘line with the increase in IMF quotas, the IBRD 
‘has no immediate problems . maintaining its lend- 
ing. 


It is the bank’s concessional lending the Interna- 





‘tional Development Association (IDA) rare faces the 


"most immediate threat. IDA lending did rise to US$3.6 bil- 
lion in fiscal 1984 against US$3.3 billion the previous year, 
but that was the final vear of the sixth replenishment of 


funds (IDA 6). IDA 7 which comes into ef fect this year will Br 
ice initially — | 
and now through that of other donors süc “as West Ger- 


be a different story. Through US intrang 





many and Japan — the total funds which look like being 
available for IDA 7 amount to only US$9 billion against the 
~US$16 billion the bank wanted. 

The cutback in IDA's funds, even over the level of IDA 6, 
was a "bitter disappointment" for Clausen, as heexpressed 
it during an interview with the REVIEW. But again, some 
critics within the bank claim that Clausen has chiefly him- 
self to blame. The bank president "gaveaway everything by 
allowing that IDA would settle for less [than the US$16 bil- 
lion it initially asked for]" one source claimed. "Clau: en 
did not lobby strongly enough for IDA and twist arms.' 
Clausen certainly did not fail to espouse the IDA cause and 
beomoan its lack of funds in his numerous speéches. But he 
appears to have made more of the issue in public than he 
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By typeof creditor 
Official creditors 133.4 
Governments 90.1 
International institutions 43.2 
Private creditors 202.8 
Unguaranteed debt 62.4 
Guaranteed debt 140.4 
Financial institutions 108.0 
“Other private creditors 32.4 
Major exporters of manufactures 154.0 Fo 
Low-income countries 62.1. 
Excluding China and India 38.1 


! Other net oil importers 
, Long-term and short-term debt by area 
. Africa (excluding South Africa) 

Asia 

Europe 
"^ Middle East’ ^ 
(5 Western Hemisphere. 
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the Third World. But he failed to call in his c 
squeeze a quid pro quo outof the Treasury on IDA 


among certain Republican members of the sena 
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did in | private corridors of power. As one source puti 
REVIEW, Clausen duly lobbied in Congress on behal 
US Treasury when the administration urgently 
extra money for the IMF to shore up US bank € 






ecretary of State’ George i a Was not. 















ida gave in er Shultz , apparently t re 
fight. 

Clausen let the issue go by default, crities cha: 
administration argument is that the US$’ 150 n : 
contribution from the US (which amounts to US$2. 
lion over the whole life of IDA 7) is "sufficient tot 
IDA asaninstitution" and was the maximum amot 
ageable in the light of budgetary and political cor 
It is certainly true that opposition to IDA rema 












Democrats in the lower house are divided over the 
merits of multilateral and bilateral aid. But there i 
| doubt that the administration could hav 
. moreifit had wanted to. 
^" Tf the IDA battle is all but lost, there a 
other campaigns to be fought. The whole 
role and shape of the World Bank is under re 
and by next spring the bank's own views atl 
should be crystallised in a series of detailed | 
ports now being worked on by a dozen task for: 
within the institution. There is, for instance, f 
question of whether a new affiliate, the s6-calliet 
World Bank Bank or the Bank's Bank shoul 
set up to spearhead the bank's expanding role 
co-financing and to enable the World Bank 
some extent to gear up on its borrowing-to-ca 
tal ratio. With the IBRD now approaching à : 
uration position in the international bond m 
kets where it raises its funds, the issue is a tiri 
"one. € 
But the US does nót appear to like the idea 
as a US voice in the bank told the Review: "E 
“US does not like it, it is unlikely to happen. 
equally cavalier fáshion, the US recently told f 
bank tó cut back its lending to energy pra 
developing countries in order to leave mor 
= for private investors. The chances are ti 
| bank will simply pick up its skirt: o1 
dance to the piper's tune, Clausen, a 
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in Thailand " problems of the poor are edged out crisis concern DC 


A WORD WITH THE PRESIDENT 





World Bank president Tom Clausen talked to 
REVIEW Business Editor Anthony Rowley 
about the future shape and role of the bank and 
about the prospects for development in the 
light of international economic problems. 





Exerpts: 


Given the generally inhospitable climate now towards 
development, does the World Bank need to operate in dif- 
ferent ways? Are new solutions necessary at this point? 

These are the things that are under discussion. We have 
said, let's stop a moment and try to understand what's 
going on: what is the role of the bank in the environment 
that we see? What's that environment going to do to the 
poorest of the poor [and] to the heavily-indebted countries? 
What is our role as compared with bilateral export agencies 
and other specialised units? What is our role vis-à-vis coor- 
dination of aid? What are the human and financial re- 
sources that are needed? 

That drives our next general capital increase. The pre- 
sent general capital increase was launched in October 1981 
and it plays out half way in 1986. I and my colleagues don't 
like to do things just by the numbers [say just by doubling 
our capital, for instance as we did last time]. We are trying 
to do it by broader concepts, with all the political agony 
that this involves. 


Presumably we must assume that development is going to 
be relegated to the back burner while present governments 
are in power in various parts of the world. 

Very clearly, the long-term solution to the debt issue is 
development, it's growth, it's adjustment; it's an open trad- 
ing regime. But all of that is not enough: you have got to 
have an adequate flow of capital and therefore the bank has 
a role to play in trying to attract and enhance the flow of 
capital to developing countries, first through its own re- 
sources but also through a catalyctic role. 

There is a growing awareness — maybe an awareness 
that should have occurred earlier — that resources are li- 
mited by all governments. This last recession has proven 
that. So-how do we more efficiently utilise limited re- 
sources and help developing countries to accelerate their 





Are you pessimistic? No! 


development? [This is] part of the thrust of our co-financing 
with commercial banks. 


What about the various schemes for a fundamental change 
in the shape of the bank? 

We find blemishes and problems with these schemes. I 
really don’t see that our institution ought to change its 
basic, fundamental approach. We are a development in- 
stitution, we are not a balance-of-payments institution. 
But that does not mean that we cannot design our projects 
in the realisation that the greatest need and hurt is now 
rather than five or six years down the line — projects that 
will disburse more quickly. 

I know there is some confusion that this is a balance-of- 
payments transfer and not really for development pur- 
poses. But our role is in helping countries put into place 
more careful economic policies. Some would call this con- 
ditionality. That is a negative, conservative approach. I like 
toapproach it from a positive standpoint that we are a con- 
structive partner. 


Is your conditionality generally less stringent than that of 
the IMF? 

It is an entirely different approach. We approach our [ob- 
jectives] for development purposes. There is more of a focus 
on export orientation and foreign-exchange earnings — 
playing to a country's strength, to help it get rid of distor- 
tions in its econony, to achieve more efficient marshalling 
of its indigenous resources — so that the creditworthiness 
of a country can be more quickly established or re-estab- 
lished. We have got big financial clout but compared to 
commercial banks it is puny. Thereis no way that we as one 
institution can ever step in and replace or substitute for 
commercial flows, which are very reluctant nowadays. I am 
a co-financing freak if you like. We want to enlarge the 
overall flows to countries but also to stress the dialogue we 
have with [them]. 


Has your experience with co-financing generally lived up 
to expectations? 

One could argue that we could not have picked a worse 
time. The principal downfall on co-financing has been with 
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tne export-credit agencies. rnere nave 


deals. Look at Indonesia; they really pulled back on public 


expenditures: [also] export-credit agencies have become 
more concerned about risk. 


What is behind the decision to take a comprehensive look at 
capital flows in the 1985 World Development Report? Is 
that to show that there is capital in the system which is not 
being tapped at present? 

The purpose is to emphasise the importance of an 
adequate flow of capital. If there is not an adequate flow 
then we are not going to have the kind of global growth 
which is required, nor are we going to have developing 
countries being able to dig themselves out [of their current 
problems]. Also we want to analyse where flows have done 
well and where not so well in their application. 


Do you extend that definition of the private sector to in- 
clude portfolio investment? 

I don't exclude that at all. I think that investment capital 
can come from a lot of sources including insurance com- 
panies and special funds which can be created to focus on 
equity investments. There are a number of developing 
countries aware now that if they can get equity from 
wherever they will not have to borrow and pay interest, and 
that will create growth, jobs and exports. 

A growing number of countries are looking too at their 
so-called investment codes with the objective of formulat- 
ing clear rules and establishing a reputation for playing by 
these rules and making themselves more attractive to pri- 
vate investment from abroad [as well as] creating greater 
confidence in the local market among indigenous in- 
vestors. 


Do you think there is an awareness now on the part of the 
United States of what the financial crisis is doing to deve- 
lopment? 

I think there is. There is an aware- 
ness that interest rates do impact nega- 
tively on developing countries. But we 
[in the World Bank] have less influence 
globally on interest rates than we do on 
growth. It would be great to have both. 
But there is far more power behind 
growth than behind interest rates. A 
1% increase in developed countries’ 
growth has a considerably more power- 
ful impact and benefit to developing 
countries than a 1% reduction in in- 
terest rates. Growth with low in- 
terest rates is really what we want 
and those two are not mutually ex- 
clusive if we can get better eco- 
nomic management in developed 
countries and maybe specifically in the 
US. 


Can we turn to the question of reduced 
funding for the International Deve- 
lopment Association [IDA] under its 
seventh replenishment. 

I am keenly disappointed. The prob- 
lem is that the poor countries have 
been crowded out by the crisis concern 
about debt. A US$9 billion replenish- 
ment for IDA-7 is tragic. More and 
more countries are now willing to 
make [necessary economic] adjust- 
ments but need financial resources 
which are not there. We got a mandate 
from the IDA deputies in January to 
see whether we could marshall 
supplementary funding — as near 
IDA-like funds as we possibily could 
— and we have not been doing too well 
to that. p is 
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Of the 32 non-US donors about 30 are willing. provided 
the other two are willing. [But] these other two [West Ger- 
many and Japan|] have indicated that they also have prob- 
lems, budget problems, and that burden sharing is very im- 
portant to them. There is some indication in the US legisla- 
tive bodies of support for IDA-like monies stronger than 
US$750 million a year [already promised]. Unfortunately 
in the administration there isn't and that is the maximum 
they are going to recommend. Japan and Germany are 
focusing on the same thing. This is the problem. We are try- 
ing to get supplemental funds when the strongest nation in 
the world does not find it possible to [help] 

The French, the British and Canada have been strongly 
supportive, so have Italy, the Netherlands and the Scan- 
dinavian countries. Concessional lending is the scarcest 
commodity on Planet Earth. 


So are you pessimistic about the prospects of seeing a sub- 
stantial increase over the US$9 billion during IDA-7? 

No, on the short haul we are meeting with great difficulty 
but on the longer haul we are going to keep fighting and 
making the arguments for concessional money. Sure, IDA's 
not perfect but, boy, it's done so much good in e 
countries to adjust and to put into place policies that wil 
accelerate their development. As a strategy for the World 
Bank, our first effort was to get as much as we possibly 
could for IDA: as a fallback if there was ashortfall, to get as 
much supplemental financing as possible 

[But] there is not a great deal of support for multilateral 
aid in alot of countries. Weare moving more towards bilat- 
eral aid and therefore political orientation gets involved, 
Neither bilateral nor multilateral loans nor the private sec- 
tor alone can solve these problems. It needs a blend of all 
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FIRST IN OFFSHORE BANKING 


OFFSHORE BANKING JOINS OUR RANGE OF SERVICES 


The establishment of our new offshore 
banking branch is a further step to strengthen 
our international network. Now we can serve 
you better — by offering tax exempted, 
high yield foreign exchange deposits for 
non-resident, raising offshore funds, ex- 
tending offshore loans, engaging in foreign 
currency dealings and remittances, and 
offering financial and investment consulta- 
tion. Just one more reason why ICBC is the 
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By Anthony Rowley 
The World Bank was first among the multilat- 
eral financial institutions to challenge the idea 
of a homogeneous Third World and to group 
countries more rationally by degree of econo- 
mic advancement. This move came several 
years ago while other United Nations agencies were still 
talking of development in monolithic terms. The debt crisis 
afflicting Latin America and other parts of the developing 
world hastened the need for solutions tailored to specific 
groupings of countries. So it was only a matter of time be- 
fore the bank began thinking of restructuring itself along 
lines parallel with the needs of these groups. 

That is the exercise which has been going on (involving a 
dozen internal task forces) in the bank throughout the sum- 
mer and which is supposed to be completed by the autumn. 
Then the question of resources to back the bank's future 
role needs to be considered. By next spring the bank's 
senior policy planners hope to have a comprehensive pack- 
age on structure and capital ready to present to the execu- 
tive board. One of the most delicate issues in this whole 
exercise is whether the bank should establish a new af- 
filiate, the World Bank's Bank, a vehicle for promoting new 
forms of lending by the bank (page 71). 

Outside politics — ense principally United States 
politics — have entered the debate and the bank is meeting 
challenges at various points. These are fundamental and 
could result in the scope and resources of the bank being 
narrowed rather than broad- 
ened to meet what operational 
staff see as looming develop- 
ment issues — as Western 
economies supposedly move 
into sustained recovery and 
the debt crisis recedes. 

The bank has divided the 
developing world into five 
main groups. The first em- 
braces the  middle-income 
countries of East Asia and 
Asean (except Indonesia) 
which the bank sees as requir- 
ing its advice on macro-econo- 
mic adjustment plus its ser- 
vices as a Catalyst to attract 
outside capital. 

The second category covers 
the high-debt countries of | 
Latin America plus a few 
Others such as Turkey and 
Yugoslavia, where the impact 
of the debt crisis is likely to 
last for 15 years and which are 
critically dependent upon a 
lasting recovery in Western 
economies and trade. China 
and India alone constitute the 
third category, where bank 
expects to have a major lend- 
ing and policy-dialogue input. 
Poorer countries make up the 
fourth group. Pakistan is 
about the only Asian repre- — 
sentative. In the fifth category 
come the poorest of the poor 
countries, headed by those of 
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sub-Saharan Africa but also including Bangladesh. 

The challenge to the bank's thinking has come over the 
qualitative aspects of its role. The idea that it should act as 
a kind of supra-national policy adviser on development is- 
sues in certain key groups of countries such as those in East 
Asia and Asean is not one which the more powerful of the 
bank's developed-country shareholders are happy with. As 
one senior bank official expressed it: “All members are 
concerned about the ability of the bank to engage in this 
kind of lending without getting in over its head." This is a 
reference to the structural-adjustment type lending which 
the bank has been engaging in increasingly and which it ar- 
gues, needs to be backed by quick-disbursing loans to soft- 
en the political and social impact. 

This type of lending evolved naturally. Major develop- 
ment loans for specific projects brought the bank into con- 
tact with various ministries in developing countries as ad- : 
viser on projects and sectors to be accorded priority in 
overall development. This led the bank into dialogue with 
cabinet ministers on budget allocations and on questions 
such as internal pricing and subsidies as well as external is- 
sues such as tariffs. From there it was natural for the bank 
to advise countries on macro-economic policy. All this is 
unexceptionable as far as the major shareholders of the 
bank are concerned but when the bank began backing its 
policy advice with special loans, that led to questions. 

Some developing-country members too began to see the 
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bank's structural-adjustment lending as another layer of 
conditionality, on top of that already imposed by the World 
Bank's sister institution, the International Monetary Fund. 
The bank rejects this view arguing that, unlike the IMF, it 
does not apply rigid conditions in advance of making funds 
available: it only recommends and then provides finance to 
help implement its recommendations. A typical example 
might be where a country has been persuaded to remove re- 
strictions on imports and to make simultaneous cuts in ex- 
port incentives and in subsidies. The purpose of such re- 
forms is to bring the domestic cost/price structure into line 
with external costs. The immediate budgetary impact 
would be negative, pending the beneficial impact of the re- 
forms and thus they would need financing for a time. 

There is an obvious logic in this. South Korea, Thailand 
and (before it was hit by wider political crisis) the Philip- 
pines are all examples of where the bank has helped formu- 
late and facilitate successful adjustment. But the bank's 
biggest shareholder, the US, for one does not see things this 
way. The problem from the World Bank's point of view is 
that it is not involved in an outright confrontation on such 
issues; it is shadow-boxing with an opponent who continu- 
ally shifts his ground to avoid being pinned down. 

"The [US] administration's position has been quite con- 
sistent," a US representative within the bank told the 
REVIEW. “We have supported the bank for its special attri- 
butes — as an intellectual and financial stepping stone for 
countries that place a high priority on economic develop- 
ment: Itisthebank's ability asa third party in development 
to provide opportunities for developing countries to ask 
questions. This contrasts with the view which grew up in 
the 1970s that the bank was a resource-transfer 
mechanism. " 

If the World Bank is the third party, it is obvious that the 
second (and primary) party is seen as the commercial banks 
and multinational corporations. The World Bank is seen as 
a catalyst, not so much in terms of being a leader with the 
commercial banks acting as train bearers but rather as à 
page boy opening the door for other banks. The way this is 
formally expressed within the bank is that some of its 
largest shareholders “would like to see policy put forward 
as a precondition for lending and then money would flow 
from commercial sources. " 

Pressed on how the World Bank is supposed to provide 
policy advice to developing countries without funds of its 
own to back it up, US administration sources tend to shift 
their ground, arguing that policy advice is not always well- 
based, or it is not always heeded; or again that financing 
enables countries to postpone reform. Another argument is 
that some policy reforms, such as in agriculture, have an 
immediate payoff and thus do not require financing. 

Sources close to the administration argue that a coun- 
try's ability to use credit effectively should help determine 
whether it gets World Bank funds, an argument which 
misses the point that credit is more likely to be used effec- 
tively where basic reforms such as those financed by struc- 
tural-adjustment loans have been put in place. Another 
part of the creditworthiness test is whether countries can 
get money elsewhere, on commercial terms. Again this ig- 
nores the fact that the World Bank has consistently 
graduated countries from soft-lending by the International 
Development Association to harder lending from the Inter- 
national Bank for Reconstruction and Development — or à 
blend of the two — and latterly on to loans co-financed by 
the World Bank and commercial sources. 

Perhaps the most honest description of how the present 
US administration sees the World Bank is, as one US source 
expressed it to the REVIEW: as a "worldwide rating agency” 
— a sort of country-risk analyst for the commercial banks. 
This particular source considered himself a “raving softy” 
compared with the bank's more hard-line critics in the ad- 
ministration and in congress. All of which suggests that, if 
the US and more conservative regimes in Europe have their 
way, the current planning exercise within the World Bank 
could turn out to be little more than the writing of its own 
epitaph as a supra-national institution. ü 
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will not like this 
The idea of a new affiliate — technically a sub- 
sidiary — of the World Bank which wouid be- 
have more like a commercial bank slowly ap- 
pears to be taking root within the bank: and 
though the current United States administra- 
tion of President Ronald Reagan clearly does not favour 
such a development, arguing that anything which the sube 
sidiary could do can already be done by the World Bank, 
major commercial banks are apparently in favou 

Decision time over the new affiliate will come next 
spring when a detailed working paper is ‘put before the 
World Bank's executive board. Bank spokesmen, including 
president A. W. (Tom) Clausen, are quick to point out that 
the idea of a World Bank's Bank (WBB), as it is being 
termed: in prototype, is not the most important of the vari- 
ous structural reforms now. being considered. Bank staff 
want to decide precisely where the WBB would fit into the 
whole scheme of things before going hard on a recommen- 
dation. 

The starting point of the argument in favour of the WBB 
is that the main arm of the World Bank, the International 
Bank for Reconstruction and Development (IBRD) 15 now 
approaching saturation point in the bond markets where 
raises funds for on-lending to developing countries. The 




















years the bank has gener 'ated [cs commente 
ing some US$90 billion on the back of paid-in capital 
y US$3 billion. This is because the paid-in élement is 
mallin relation to authorised capital, which will total 
d US$95 billion following a recent Selective Capital 
crease of US$8.4 billion. The non paid-in element: is 
1ed guarantee capital. 
But of the 146 member countries which subscribe to the 
iank's capital, only a handful (seven or eight) give the bank 
he implicit right to borrow in their bond markets. Borrow- 
gis vital forthe bank because, though under its articles it 
jaintains an ultra-conservative ratio of 1:1 in borrowings 
) capital, the difference between paid-in and authorised 
as.to be borrowed. It is those half-dozen or so bond 
ets in the US, Europe and Japan which are now ap- 
ing saturation. 
re will be no increase in [ IBRD] jending financed by 
1a. ond markets,” a senior financial official in the 























" S paren effective interest-rate EA on S 
bt. The World Bank has come up with some 
Pi involved | on | both scores. 


e alan fnining company ORE 
. This was the first time the World Bank 
ated. in the guarantee of a loan made by ` 
tity. The bank's participation helped 

the maturity of the underlying loan and of the 





ore novel approach ` is in a proposed US$15 mil- 
an toa group of Paraguayan farmers. Approved 
Vorld Bank's executive board but not yet dis- 
d; this refinancing of an existing loan from a 
'ommer ial banking consortium led by Credit Agricole 
nce, will have applications elsewhere. “We are 

Kely to doa much bigger such loan.shortly in Asia,” a 
World Bank source told the REVIEW. 

. Both borrowers and lenders are protected under this 
articular type of World Bank co-financing. An aver- 
annual interest rate of 12% is assumed throughout 
e 10-year life of the loan. If interest rates rise, the 
rrower reduces his principal payment so that his 
tal ser cost is ent if interest: rates fall, the 










pinus PaE a contin- 
ae bank is protected beyond a four-per- 


medium-term 
ernational Monetary 
com imented one in- | 





































- [of developing | 







































o ei aaa paaa aa a a hrie : 
emer tr i erar PEEL i T S RIP e SAP Ree M Ra eee A A II AE RACAL NIHU IH rrr rss ite ALLELE s or He hr s Pra rata a a HS ASH P Pr rrr erp a e m aat i ar Mere A PA i YR nA RASEN Hh eth Nth i e PA aM SÉ ettam me mama a iria A in 





E whol 


. For the World Bark, all this implies an increasing move 
towards interest-rate sensitive, short-term borrowing for 
the future. The IBRD is presently : 9% dependent upon rate- 

sensitive borrowings and officials concede that this might 
rise to 15% before long and perhaps to 20% if the bank is to 
meet its objective of a 5% real annual increase in lending. 
The increased rate-sensitivity this implies is already 
passed on to borrowers via lending rates which are ad- 


. justed every six months (though the current annual rate of 


9.89% is still well below the equivalent commercial-bank 
rate of around 14%, reflecting the large pool of cheap past 
borrowings made by the bank). The World Bank enjoys 
perhaps even greater comparative advantage over other in- 
stitutions in the short-term market than in long-term mar- 
kets. The bank's floating-rate paper (discount notes) are is- 
sued at levels tied'to Treasury bill rates rather than the 
London inter-bank offered rate. 


he executive board of the World Bank is apparently 
unhappy nevertheless about the increasing move to- 
&. wards short-term borrowing, because of the volatil- 





l ity et interest rates at that end. A school of thought has de- 


veloped within the bank in favour of targeting those funds 
raised in more volatile markets towards lending for certain 
types of activity with a relatively short payback period — 
export development for example. This is where the WBB 
enters the picture. Its lending would be essentially shorter- 
term than that of the IBRD — perhaps around seven years 
on average against 15 years. More important from the point 
of view of WBB advocates (but also more controver sial) is 
the prospect of its being able to gear up on its capital in the 
ratio of perhaps 10:1 on the liabilities side. “With a gearing 
ratio of 10:1 we could meet any increase in lending in line 
with the absorbtive capacity of borrowing countries," a 
bank official noted. 

The same pressures which have been pushing the World 
Bank towards increased co-financing with commercial 
banks, export credit agencies and official aid sources in re- 
cent years are pushing it towards the idea of a WBB — es- 
sentially diversifying the sources of its funding. The WBB 
itself would be able to join lending syndicates thus for- 
malising the co-financing relationship — something the 
World Bank proper cannot do because its preferred posi- 
tion on repayments means it would‘automatieally have to 
put itself at the head of the queue in a syndicate. The pre- 
sence of the WBB in a syndicate would probably ensure 
greater discipline on the side of both the lenders and bor- 
rowers compared to normal sovereign risk lending. The 
WBB could provide additional lending itself or guarantee 
the later maturities of a loan, rather as it does already 
through various forms of co-financing. 

Essentially the argument in favour of the WBB boils 
down to the fact that it isa waste of a government guaran- 
tee to restrict lending on the IBRD's capital to 1:1 where 
shorter-term assets and liabilities are concerned. A com- 
mercial bank might typically gear up in the ratio of 20:1.. 
This view is not accepted by the bank'slargest shareholder 
— the US. “It could prejudice the bank's articles," com- 
mented one administration representative. "We want to 
avoid the situation where the World Bank participates in à 
syndication where its presence is not necessary. Our view is 
of the World Bank as an investment or mortgage bank, tak- 
ing bits of projects temporar uly.” es ; 

Given US opposition, the W onus well not hàppen in 
the foreseeable future but. nate ral evolution suggests 
that it will come to fruition sedner orlater: The WBB would 
not be a substitute for a-further géneral increase at the 
IBRD, which is due in 1986, Whether such an increase is 
granted will depend critically. upo me of current 
discussions on the future shape of the d Ránk asa 
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| — more e than 300 years, the Mitsui Bank has always 
naati yed a step ahead of the times. 
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Mitsui has continually strived for 
innovation since its foundation in 
1683. As a result, we have always 
been a step ahead of the times. 

We went on to become Japan's first 
private commercial bank and a 
pioneer in the field of foreign 
exchange. We introduced the nation's 
first on-line computer system for 
deposits and the first on-line cash 
dispenser. Today, as a forerunner in 
the age of electronic banking, Mitsui 
offers its customers up-to-the-moment 
financial advice through a global 
network of 58 offices in 27 countries 
not only in the areas of international 
banking and securities, but also Yd: 
merchant banking, underwriting and 
consulting. 

Moreover, the Mitsui Bank, together 
with Mitsui & Co., is playing a major 
role as coordinator of the Mitsui 
Group, one of the largest consortiums 
of independent corporations in Japan. 
So if you'd like to see how far a little 
innovation can take you, you know — 
just where to look. SSS fossa T 
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Head Office: 1-2, Yurakucho l-chome, Chiyoda-ku, 
Tokyo 100, Japan Tel: (03) 501-1111 

Telex: 122378 J22559 J22643 J22644 NTT222-3030 
Cable Adress: MITSUIBANK TOKYO 

Hong Kong Branch: 4lst Floor, Far East Finance 
Centre, 16 Harcourt Road, Hong Kong Tel: 5-299611 
Telex: 83413 

Network in Asia: Bangkok, Rajawongse, Bombay, - - 
Singapore, Beijing, Shanghai, Guangzhow, Seoul, S 
Manila, Kuala Lumpur, Jakarta 
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International Head Office: 
5, Midan Al Saray Al Kobra, Garden City. 
Cairo, Egypt. Tel: 25094/5/6. 
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Subsidiaries: Branches: 
Al Bahrain Arab African Bank (E.C.). Egypt: Cairo, Alexandria, Heliopolis 
Egypt Arab African Bank. Lebanon: Beirut, Al Hamra, Al Mazra’a 
. U. A.E.: Dubai, Abu Dhabi. 
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EIEE PERENA] Representative Offices: U.S.A.: New York 
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Our international banking connections 
make us even more attractive. 


First Hawaiian Bank. Surrounded by beauty. 
And supported by a strong international division 
with world wide connections and direct ties to 
financial institutions throughout the rest of the 
United States. We're the oldest, most innovative 
bank in one of the most beautiful, yet 
cosmopolitan places on earth. 

If business brings you to Hawaii, business 
sense will bring you to First Hawaiian Bank. 
The financial bridge between East and West. 
For further information, contact: 

First Hawaiian Bank, International 
Banking Division, P.O, Box 3200, 
Honolulu, Hawaii 96847. 
Telephone (808) 525-8851. 
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Overseas offices: Guam-Agana, Dededo * Tokyo * 
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THE BANK'S ANNUAL REPORT 








By Robert Manning in Washington 


The fruits of global recovery have been slow to 

ripen for the less-developed countries (LDCs) 

and, though the debt bomb has been defused at 

least for the moment, a combination of the ad- 

justment process, high interest rates and pro- 
tectionism pose serious problems for LDC growth pros- 
pects, according to the World Bank's annual report. As a 
consequence of these realities, much of the bank's activities 
in fiscal 1984 were focused on helping LDCs adjust their 
policies to the harsh though improving global economic 
and financial environment. 

In a tone of cautious optimism, the annual report says 
that while "there remain serious concerns in a number of 
areas" such as the slow recovery of world trade, commodity 
prices and capital flows, many LDCs "have established a 
basis for return to increases in output." The annual report 
says that, though the bank "has attempted to revive deve- 
lopment and respond to the requirements of adjustment, " 
bank responses have been constrained by several factors 
related to LDC creditworthiness in regard to the Interna- 
tional Bank for Reconstruction and Development (IBRD) 
lending and limited International Development Associa- 
tion (IDA) resources. 

Along with "efforts to strengthen planning and policy re- 
forms" the report adds that: "Structural adjustment loans 
and credits and operations with structural adjustment fea- 
tures have been given emphasis. " 

All told, lending commitments by IBRD, IDA and the In- 
ternational Finance Corp. (IFC) totalled US$16.22 billion 
for the 1984 fiscal year, a 5.8% increase over the previous 
year. The largest increase was in IBRD lending, which in- 
creased by US$811 million to US$11.95 billion in 1984. 

India and Indonesia ranked first and third as borrowers, 
with the former borrowing US$1.72 billion and the latter 
US$1.03 billion in IBRD funds. India (US$1 billion), China 
(US$424 million) and Bangladesh (US$393 million) were 
the largest borrowers from IDA. Actual disbursements by 
the IBRD in 1984 were US$8.58 billion, while IDA dis- 
bursements were US$2.524 billion. Much of the increase in 
IBRD disbursements (up by US$1.76 billion over 1983), 
says the annual report, was the result of measures adopted 
under the Special Action Programme intended to acceler- 
ate disbursements for high-priority projects and also in- 
cludes structural adjustment lending. To stretch its re- 
sources, co-financing was used in 42% of both IBRD and 
IDA loans, a total of 98 projects. 

Acknowledging difficult market conditions, the bank 
has increasingly stressed co-financing, though the average 
amount in the period 1982-84 has been 
about US$5 billion a year. The bank has 
had the most success with official 
lenders. Its pilot B-1oan programme, a new 
instrument aimed at boosting the net in- 
flow’ of commercial funds on long 
maturities in development finance, is 
deemed successful by the report. Nine B- 
loans totalling US$1.1 billion were com- 
pleted or close to completion in 1984. The 
report argues that, given total new lending 
to LDCs for the first nine months of 1984 
was US$5 billion (outside of reschedul- 
ings), this is significant. 

B-loans are co-financing arrangements 
where the bank participates directly with 
commercial banks in syndicated loans to 
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LDCs. The IFC, the bank's af- 
filiate which seeks to promote 
private-sector investment in 
LDCs which has been strongly 
backed by the administration of 
President Ronald Reagan, signed 
a record US$415 million of loans 
in which some 75 institutions 
participated. The bank's board of directors approved in 
June a doubling of IFC's authorised capital, from US$650 
million to US$1.3 billion. 

The bank itself has been undergoing adjustment to the 
uncertain global environment and dwindling support for 
institutions such as IDA, which saw a decrease in its 
seventh replenishment to US$9 billion, down from US$12 
billion for the previous replenishment. The bank has 
adopted innovative financing instruments such as currency 
swaps, borrowings in floating rate notes and the creation of 
a Central Bank Facility. 

Total IBRD borrowing for 1984 was US$9.8 billion and 
the use of its new instruments has lowered the rate of bank 
lending down to 9.89% as of 1 July. 

The bank has been given a selective capital increase of 
US$8.4 billion for the IBRD — less than had been sought — 
and has received agreement on a flexible range for its 1 985 
lending programme of US$12.6-13.3 billion. The bank has 
also been undergoing an intensive internal review to decide 
how it might best respond to changes in the global econo- 
mic environment, in the world's financial markets and in 
the services and products it offers to LDCs. The report says 
that “in the 1980s and in the foreseeable future" the bank 
faces the necessity of managing changes in these areas 


he International Monetary Fund annual report ap- 
pears more guarded in its optimism and more sombre 
in its warnings of key problems facing the world 
economy. It stresses the problems of continued high real- 
interest rates and the threat of protectionism as well as the 
damage to LDC development efforts if a further round of 
general-adjustment policies through import reduction oc- 


















: The IMF, which has played a-m 
ender, catalyst and financial policema 
lebt crisis, has seen its role grow substantially. 
At the end of the year (ending 30 April, 984), the IMF re- 
rt says, 35 adjustment programmes were in effect with a 

al commitment of 18.6 million special drawing rights, or 
Rs (US$18.67 million). The total.amount of credit out- 
anding increased to SDR 31.7 biffton up from SDR 23.6 
Hion the previous year. The re} 


















port explains that the 
d's liquidity position was: strengthened by the eighth 
dota review (from SDR 61’bbillion to SDR 89.9 billion); 
the enlargement of the General Agreement to Borrow 
GAB) to SDR 17 billion from SDR 6.4 billion and the SDR 
5 billion from Saudi; Arabia in association with GA 
ll-as setting in place other borrowing arrange 
totalling SDR 6 billton with the Saudi Monetary Au h 
The report says ‘that the prospects for fund assistan 
xpected to “remaih at a high level and the “enlarget 
s policy will remain in effect until the end of 198 
y be extended beyond that date." Availability oft 
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10.24 billion in SDRallocation in 1984 going to non-oil ex- 
porting LDCs;SDR.2.28 billion went to Asian countries. 

^ The fund's liquidity: position has improved dramatically 

as a result of the inereases attained over the past year. The 

annual report»saysz:i^/fhe number of usable currencies in- 

creased during thefinancial year as a result of theimprove- 

in the eternal positionsof 10.members and their con- 

» the operational, budgets," The fund's 

| currencies on 30 Apri v was SDR 


ccord g tothe: aimed SS the uncommitted lines of 


redit ase 2 O'BBR. 8 billion and the GAB of SDR 18.5 
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By Anthony Rowley 


The diminishing overall flow of loan gotai to 
developing countries from official (bilateral 
and multilateral) and private sources is sup- 
posed to be compensated by increased flows of 
equity or equity-like investment by multina- 
ional corporations (MNCs) and others according to think- 
ing in Washington. 

But direct-investment flows overall have been on a de- 
clining trend recently. So the World Bank has obligingly 
come up with a proposal for a Multilateral Investment 

3uarantee Agency (MIGA) to try to do something about it. 

There are already numerous national investment- 
guarantee agencies in existence but where the Wor ld Bank 
scheme differs is that it would involve developing countries 
as active members, giving them a vested interest in preserv- 
ing an open international investment regime. It also recog- 
nises the increasing importance of overseas direct invest- 
ment by developing countries. The emergence of. MNCs 
from the newly industrialised countries and the less-de- 
veloped countries with a marked overseas-investment 
orientation has been a visible phenomenon in recent years 
— not least in Asia. 

MIGA's primary function would be "the issuance of 
guarantees for foreign investments against non-commer- 
cial risks." Nowadavs these risks centre more on the trans- 


fer of capital and dividends in situations of foreign-ex- 
change constraint, whereas before the risk was more of 
asset expropriation. And the demand for risk cover nowa- 


IFC 





The International Finance Corp. (IFC) is cur- 
rently the darling of the World Bank group. 
While the bank's International Development 
Association (IDA) affiliate has its funds for 
lending to the poorest countries slashed, IFC 
gels à Very substantial increase in its own capital and while 
the main lending arm of the bank, the International Bank 
for Reconstruction and Development is told by the United 
States administration to cut back on lending to the energy 
sector in developing countries, IFC announces a "major in- 
itiative" in energy lending. And, while the World Bank as a 
whole is pushed into a major re-think of its raison d'etre, 
the IFC is given a benediction for its mission. 

That mission is to preach the gospel of private-sector i in- 
volvement in development — especially through equity in- 
vestment — and to involve commercial sources in Co- 
financing. “Too much development has been financed by 
debt,” one senior IFC official commented to the REVIEW. 
HS: ae true RM the debt crisis as such is not so 
, pp project lending by 
; n undirected 














overseas contracting (trom 
countries such as South Korea 
and India). MIGA is consider- 
ing extending its brief to both 
categories and maybe even to 
guaranteeing (project) loans. 
According to architects of the 
scheme, it would also be flexi- 
ble as between direct and 
portfolio investment. 

The idea of a multilateral 
investment-guarantee agency 
was first considered by the 
Development Assistance 
Committee of the OECD in 
1962 but was abandoned 10 
years later after a draft con- 
vention had been drawn up. 
The current president of the 
World Bank, A. W. (Tom) 
Clausen, revived the idea in a 
speech in 1981 as a possible 
means of improving the inter- 
national investment climate. 
But reaction from the execu- 
tive board to a new study in 
1982 was unfavourable. Now 
a new and, say its authors, 
less sophisticated scheme 
has been drawn up within the bank and was circulated in 
June. 

It endows the proposed agency for the first time with 
money of its own. It would thus have the capital to issue 
guarantees without national sponsorship. That capital 
might be around US$1 billion, sources say, of which only a 
portion (perhaps 5%) would be paid in, on a pro-rata for- 


zealous IFC is in its lending cum investment, 
that cannot compensate for the shortfall in 
IDA. 

IFC has had a very low profile in the past, 
to the point where its name was scarcely 
known in Asia except among the cognoscenti 
of venture capitalism. Things are changing, 
including the appointment in July of Sir 
William Ryrie as executive vice-president 
(the presidency goes, ex-officio, to the in- 
cumbent president of the World Bank A. W. 
[Tom] Clausen) to replace the retiringfHans 
A. Wuttke. Ryrie, a former senior British 
civil servant and British executive director 
of the World Bank and the International 
Monetary Fund, was chosen after the US re- 
portedly objected to the move by Clausen to 
appoint one of his two senior vice-presi- 
dents, Moeen Qureshi, a Pakistani, to the position. The 
grounds for the US objections have not been given though it 
is said Washington objected to the image this might have 
given IFC as “another Third World-aid institution.” 
Ryrie's appointment appears to have been a compromise. 

Wuttke's last act at IFC was to announce, in June, 
a new five-year programme for IFC including a signifi- 
cant expansion in the placement of equity funds into 
business ventures in developing countries. Of the US$7.4 
billion IFC expects to invest in around 400 developing- 
world projects between now and 1989 US$850 million will 
be in pure equity form and US$4.4 billion will be for its own 
account — around double what was achieved in the previ- 
ous five years — with the remainder coming from partici- 
pation by other institutions. This outside money.is again a 
projected doubling over the previous five years, emphasis- 
ing the catalytic role of IFC in mobilising outside funds 
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be in the form of hard and soft 
currencies. The involvement of 
both developed and developi 
countries is seen as crucial i 
the scheme is to avoid the image 
of a rich man's club protecting 
itself against a potentially hos- 
tile Third World. Neither side 
— developed or developing — 
would have voting control and 
each. country would be free to 
decide whether it came into the 
category of home (sponsoring) 
or host (receiving) country of 
investment. 

MIGA might insure up to five 
times its capital and reserves, 
beyond which reinsurance 
would be triggered. Reinsur- 
ance would be in private mar- 
kets such as Lloyds of London. 
MIGA would also cooperate 
with national investment 
guarantee agencies. It would 
have no formal linkage with the 
World Bank other than that the 
bank's president would serve as 
ex-officio president also of 
MIGA, rather as he does as pre- 
sident of the International Finance Corp. A decision to es- 
tablish the agency could be reached with the agreement of 
10 host countries and five home governments plus an as- 
sured minimum capital. Given that only an estimated 20% of 
OECD foreign direct investments are covered by existing 
guarantee schemes, the need for such an agency seems 
clear. ü 





sin the ratio of 6:1 to its own net investment. 
The investment will go into four main areas: 
corporate restructuring assistance, mobilisa- 
tion of private investment in new high-prior- 
ity sectors (including energy exploration, 
which the World Bank proper has been warned 
off), expanded assistance to private enterprise 
in sub-Saharan Africa and the development of 
domestic financial markets and institutions. 
Asia will once again get 27% of the total in- 
vestment under the new five-year programme 
(though reflecting a smaller number of larger 
projects) and as the sectoral investment in 
energy will rise from 2% to 11% of the total it 
seems highly likely that Asia's share will in- 
clude a substantial proportion in energy pro- 
jects such as oil, gas and coal exploration in 
India — and maybe in China. 

Development of financial sectorsis another major item in 
IFC's programme, taking 21% of projected total invest- 
ment — only manufacturing, at 39% is bigger though its 
share is declining — and again Asia seems likely to receive a 
major apportionment. Under this part of its programme, 
IFC aims to promote equity financing, banking and securi- 
ties institutions as well as more specialised finance houses. 
One of IFC's recent ventures in this field was in jointly 
underwriting the US$60 million Korea Fund for foreign in- 
vestors (SHROFF, REVIEW, 16 Aug.). Stockmarket develop- 
ment is likely to figure increasingly in IFC's Asian ac- 
tivities. So is venture capitalism, as in IFC's support of an 
Asean regional venture capital grouping (SHROFF, REVIEW, 
26 Apr.). IFC is clearly pleased about this scheme. As one 
IFC senior official commented to the REVIEW: “People said 
that venture capital would not work in Asia for cultural 
reasons — but it did." — ANTHONY ROWLEY 
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mo the“ borrowing - side. 
shortly thereafter, in Sep- 
mber 1982, the bank is- | - 
ed its first short-termdis- |. 
ntnotesastheboardap- | 
ved an initial US$1.5 bil- 
The ceiling. was sub- 
uently raised to4^U S$2 
ion in April 1983. 
iscount notes are obli- 
ations with à maturity that 
'an range from five days to 
ilmost a year. The interest 
ate earned is determined 
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strument is the Central Bank Facility (CBF 
which, beginning January 1984, offered. 
lar-de nominated investments with’ on -year 
maturity to central banks in issues fróm a 
minimum of US$5 million to a maximum of 
US$200 million. This has proved extremely at- 
tractive to central banks which are particularly 
concerned about liquidity. There has been such 
demand forthe CBFthatthebank raiseditsini- 
tial US$750 million ceiling by US$300 million. 

The CBF facility offers aninterest rate based 
on the yield of new one-year United States Treasury bills 








_plus 30 basis points (0.30%) and the interest rate is reset 


each month. If required, the bank permits central banks to 


. redeem their investment before a year, at par, on two days 
notice. The CBF is also attractive because it adjusts the in- 
|| terest rate monthly, giving the holder the equivalent of 30- 
day notes.in terms of interest earned. Of the US$9.8 billion 


in bank borrowing during fiscal 1984, short-term instru- 
ments (excluding refinancing) accounted for US$1.25 bil- 
lion at an average cost of 10.29%. 

But the area where the bank has played the most pioneer- 
ing role is currency. swaps. According to bank sources, in 
the past three fiscal years, the bank has engaged in some 
US$4 billion in currency swaps (US$1.3 billion in fiscal 


.1984). A swap means that the bank might issue US dollar 


obligations and another party might issue Swiss francs or 
Deutschemarks and they simply swap obligations: Swap 
transactions are medium and long-term instruments creat- 
ing forward exchange markets for five to 10 years. "Swap 
transactions provide a method for hedging long-term cur- 
rency or interest-rate inflation risk through the execution 
a. Of long-dated forward con- 
B tracts, ” says Rothberg. 
|^ "The bank only engages in 
E; swaps with firms that have 
LA rating or major money- 
| centre banks. The logic of a 
swap is that each of the par- 
ties may have a comparative 
„advantage as a lower-cost 
borrower in one market 
|} rather than the other, or 
` both parties may seek to 
avoid market saturation. A 
large bank or multinational 
_firm may have an excess 
of a particular currency’— 
say Deutschemarks — and 
.needs US dollars. With the 
bulk of its medium and 
“long-term borrowing in 
dollars, the bank has in fact 
gained several billion dol- 
lars: it swapped out of dol- 
lars into lower interest-rate 
currencies whose exchange 
rates also dropped against 
the dollar, lowering sub- 
stantially the true cost of 
funds. 

Some 90% of the bank's 
swaps have been out of US 
dollars; two-thirds of them 
have been into Swiss francs, 
2276 into, Deutschemarks 
with most.of the remainder 
in either Austrian schillings 
or Dutch- guilders. "The 
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Alongside large French banks, U.B.A.F. groups > Li j| 
26 leading institutions which represent the 22 Arab Esc q——-—: &| 
countries. zn S 

Our institution may rightly boast: 

- an active presence in the main financial 
centres, through its shareholders, its branches and 
its affiliated banks, allied with, 

- in-house expertise in foreign trade trans- 
actions and a wide experience in financial and 
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the world! ; | 190, avenue Charles-de-Gaulle. 
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ning in Washington — una 
he U S59. billion seventh replenis Ame 
nning in fiscal 1985 goes into effe 
| years -after its: inception, the. Internat 
p= ag) Development Association (IDA), the. 
at Fe Bank's soft-loan affiliate is down, bu 











































rbank vice-president for finance 
ed.that West Germany and Japan 
'in the supplemental funding un- 


Bank officials say. TU have not completely abandoned 
rts to obtain additional funds, but concede there is no 
rospect in theimmediate future. "Everyone's worn out by 
je whole affair,” a bank official told the REVIEW adding 
at a new round.of talks d EE after the November 
esidential election. cung 


| DA, which. has played : a key role in providing ow- 
itc „flows to the S poorest LDCs the dmit ` 


vider sup le 3 Wim | funds has tailed at least tem- 


| E of IDA, the Senate e Pr gn 


` tribution to IDA-6 to lessen. the burden on 1 the ee | P ; 


quire special attention. Qu 
IDA-7 wil 


conceded to the REVIEW that the reduced IDA pond will 
-| have no difficulty gaining approval by congress. But World 
- Bank officials told the REVIEW that the US Treasury hasnot 


been pushing very hard to get the US$750 million in IDA 
funds for fiscal 1985 through. In fact, though officially 


IDA-7 began on 1 July, legislation to fund the US share is. 
| still working its way through congress. _ 5 


rely sceptical of the 


As a sign that congress is not 
lations Committee 











charged anally and IDA has ccu to Charges a | commit- 


ment fee of 0.5% a year on the undisbursed balance of new 


credits. In the 1960s, the bulk of IDA funds went to infra- 
structure development. This orientation changed to pov- 
erty alleviation in the 1970s. All told, agriculture and rural 
development have received the largest shareof IDA lending 
(38%), while lending for basic infrastructure accounts for 

30% of IDA’s total lending. Since IDA was created, 27 
countries. have been graduated. and 56 nations have been 

added to the list. At present. 51 countries meet the criteria: 
for IDA credits, 81% have per capita. incomes of US$410, 

while 14% have per capita incomes of US$795 a year or: 
less. ] 
India has received the lion’ S: share. of. IDA credits. Its 
share has been gradually reduced and during IDA-6 dwin- 


dled to 37%. But the emphasis of IDA-7 is to be on Africa, 
where 20 of the 30 LDCs are and whose dire economic prob- 


lems and low creditworthiness, w ith commercial banks re- 
eshi said that the US$9 billion. 









t year, upf 


borrowing inst 

expansion in the bank's lending programme. The selective 
capital increase, they say, will be able to sustain borrowing 
activity. But the bank's present instruments appear to be a 
creative financial management technique for living within 
the bank's current limits. R 


ceive half of the amount. The Reagan administration con- 
curs with the emphasis on Africa. How much of the remain- 
ing US$4.5 billion should go to India and China is a matter 
of controversy among bank critics in the Reagan adminis- 
tration and congress. 

Qureshi has said that between them China and India will 
receive no more than 40% of the remaining total for IDA-7. 
While no hard decisions have yet been made on how to di- 
vide up the IDA funds, a well-placed bank source told the 
REVIEW that the total for India and China would be closer to 
35%, with India getting the larger share. In any event, the 
difference between a US$12 billion IDA and the US$9 bil- 
lion IDA means that between them India and China can ex- 
pect at least US$1 billion less than they had anticipated. | 
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Congressional crities of IDA are particularly critical of 
IDA lending to both Asian giants. They argue that India has 
substantial access to commercial funds and China, with its 
huge foreign reserves in excess of US$16 billion, also has 
less need for IDA funds than a number of poorer countries. 
Bank officials argue that based on the standard IDA 
criteria — per capita gross national product, population, 
poverty and credit worthiness — the two would be eligible 
for perhaps 75% of IDA's funds. | | 

The biggest losers, however in the IDA-7 crunch are the 
poorest LDCs outside Africa — with the exception of Haiti, 
all are Asian. These include in Southwest Asia North and 
South Yemen, in South Asia, Bangladesh, Nepal and 
Burma and, in Southeast Asia, Laos. Unlike other Asian 
countries such as Sri Lanka and Pakistan, which rely on. a 


mix of IDA and International Bank for Reconstruction and 





Laos, at harvest time: no creditworthiness for 


| on the state of North-South dial 
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mental IDA-7 funds. "We'll continue to try, but it's rea 
just a gesture," a bank*official told the REVIEW. Som 
analysts argue that the bank might create a special US$ 
billion IDA fund with the'stipulation that only compani: 
frem.donor countries could. bid on. contracts: Iren ik 
fund. In this view, such a move would put pressure on | 
US lest US firms lose billions in potential busiriess a 
would provide a rude awakening to. many in congress. 
bank officials told the Review that they are wary ofsu 
strategy because it would violate the principle of mi 
lateralism and they doubt thatit would cause any chang 
heart from the US. 
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IBRD and a loser in the IDA-7 crunch. 
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local procurement which is a disincentive. Thus far, 
has only succeeded in gaining US$1 million in co-finans 
(out of World Bank total of US$2.4 billion). With regar 
to stretching funds by better coordination with bilat 
ODA donors, this may yield some success. IDA alread 
serves as chairman for a host of ODA donor consorttu: 
and some bank officials think that better rationalising 
ODA with IDA funds might compensate fer some of th 
IDA shortfall. | | ay 
But IDA-7 prospects appear grim. Barring dram. 
worsening of financial straits in IDA-eligibie countrie 
and given their present status — such circumstances sé 
unlikely. Bank officials say the more likely scenario is 
creased bilateral ODA to the poorest LDCs, which c 
tradicts the point of IDA and provides a lucid commer 


























* In the year of the second annual World Confer: 
ìl ence on Poptülütion, when controversy. has 
sharpened between pro-life groups and popu- 
Z4 lation-control advocates, the World Bank ha 
55 emerged as.à strong champion of population 
"Support for.family planning has always been a 
f the bànk's aid programe but now, more than ever 
' t calls for à head-on tackling s of the problem. 
.ddressing the conference in Mexico City on 7 August, 
id Bank president A. W. (Tom) Clausen said: "We can- 
ind we must not bequeath to future generations a world 
'h the most spectacular growth has been in numbers 
n absolute poverty." In July, launching the World 
World Development Report 1984 which. devotes 
arters of its. pages to population problems, 
said: "Unless we confront this dilemma today, 
be poverty-stricken prope in Omer Ow: S ales 






























the selectiénr af population Bowie as the main 
the annual report was related to the conference, 
"has been of abiding concern. Soon after he took 


president of he bank in 1981, Clausen challenged 


S! 10; and the speed -writ- 










yt 
w years the bank will be doubling i its population 
-related lending. The major focus of this in- 


‘a the bank will undertake 20 health- and population- 
d projects. 


je rationale behind the bank's strong emphasis on 
opulation control is the conclusion reached in 
ts 1984 development report that rapid population 
‘is a development problem. It says that resources 
ible per capita are smaller the faster the population 
ows, making in turn investment in education and social 
re more difficult. Particularly in countries heavily de- 
(dent on agriculture, unbridled population growth 
ireatens to tip the balance between resources and popula- 
~The report showed how population growth has been 
ig up economic growth in the Third World countries. 
or instance in China, a success story in populanon control, 


d that of gross aa aa product 6%: but the per capita 
JP has grown at 4.1%. In India the 3.4% GNP growth rate 
s been reduced to 1.3%: GNP growth per capitaasa result 
pi pulation growth of 2.1% a year. 

ne £ t show ; that even with significant effort 
‘global population will rise from 
to almost 10 billion by the year 













el ping pease sca the deed population will grow 
| 30% in thenext 65 years: and unless population 
rowth is slówWed down, the bank says, development may 















pP ea bet that, if he forgot to include . 
! in any of his. addresses, then the 


ot be possible at all for the poorest countries. "One might | 





will be sub-Saharan Africa and Asia. In the sub- ` n | | 
"population growth." He cited South Korea 
‘as examplesof places: where population gro! h has not held 


well ask," Clausen 
said in a recent 
speech, "whether 
population in- 
creases of this 
order would not 
put unbearable 
strain on the exist- 
ing. social fabric 
and plunge coun- 
tries into chaos." 
‘Although Clau- 
sen earlier said 
(REVIEW, 19 July) 
that heis not aware of any US unhappiness over the bank's 
population posture, the line advocated by the administra- 
tion of President Ronald Reagan, described by some crities 
as “supply-side family planning” and "voodo demog- 
raphics," stands in sharp contrast. In fact, Ben Wattenberg, 
a member of the US delegation to the Mexico conference, 
criticised "the steady stream of fairly gloomy rhetoric" 
from Clausen and his predecessor Robert McNamara. (In in- 
terviews before the conference, MeNamara had strongly 







| Population growth: the main theme. 





criticised the US policy of denying funding for abortion as 


“it will lead to more abortions than less.”) 
_ The see White House draft of the speech to be de- 
| o Ci as somewhat toned down to ac- 
: advocates within the ad- 
presentative to the confer- 
lown the problem posed by 
d that population growth in 
itself wa te-controlled economy and 
stagnation turned. dt nto. a à problem. Free-market eco- 
i e said, were the “natural mechanism for slowing 
id Hongkong 


: M Buckley, plays 
growth. He strés 


































down development brought about by the free market. 
While Buckley announced that the US would no longer 
provide funding for private organisations that "perform or 
actively promote" abortion as a means of family planning, 
in his speech to the conference, Clausen commended Es 
outstanding record of non-governmental organisations" i 
population control and called for growing support for ilem 
from donor countries. Talking to the press in Mexico City, 
World Bank officials expréssed concern that the US posi- 
tion would undermine US domestic support for interna- 
tional population-control programmes that needed sub- 
stantial increase — and pretty urgently. Currently the US 
provides US$ 240 million for family-planning programmes 
around the world — nearly half the contribution from the 
developed countries. 

The ultra-conservative US aspioaeh was, of course, re- 
lated to domestic political need as the conference was held 
just before the Republican national convention. And in 
concrete terms the new US policy has not yet meant any cut 
except a threat to the US$11 million to the International 
Planned Parenthood Federation, unless it stops supporting 
abortion. Not only the bank but many others concerned 
with population problems fear that Reagan’s population 
policy could be a bad trend-setter for the US public which, 
in any: case, is increasingly critical of using tax money to aid 
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In the design and construction of che- 
mical and other industrial plants, the 
name Uhde stands internationally for 
quality, precision, timely completion 
and economy. 


The widely differing tasks set by our 
clients require tailor-made solutions. 


Uhde therefore offers: 


Market and feasibility studies, profitabi- 
lity calculations, financing, project ma- 
nagement, as well as progress and cost 
control for engineering, civil works, 
erection, training of clients’ personnel, 
commissioning and after-sales service. 


Furthermore, the feedback of expe- 
rience gained from over 1200 Uhde 
plants and the know-how and expertise 
of more than 3000 qualified staff create 
the basis for performing all the tasks 
entrusted to us. 


Our brochure: "Engineering with ideas" 
is available on request. 


Uhde — a member of the Hoechst group. 
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ny Rowley | 
is that the debt crisis 
been contained and, though senior officials are 
hardly complacent. about the Philippines fi- 
nancial. problems, they are nevertheless re- 
ed that the debt contagion has not spread to other 
ghly borrowed Asian countries such as South Korea, once 
een to bein the firing line. But while the IMF feels that.the 

ge surge in commercial-bank lending to developing 
ountries between 1974 and 1979 will come to be seen asan 
b tion, it has noted the view of some private bankers 


ntries such as Malaysia, Thailand 
ng fine spreads over the London 
ed rate (Libor) in loan syndications with 
ghtly moreand South Korea somewhat 
gh all paying less than 1% over Libor. 
ca by contrast have risen to nearer 
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ed situation in any of these coun- 



























ional Monetary Fund appears to be about the 
bility of existing institutions to contain the 
debt crisis and about the adequacy of existing 
instruments of liquidity. Some take the view 
fully fledged banking crisis and economic collapse in 
avily indebted developing countries could still come 
in the second half of the current decade. 
‘his.is based on the assumption that a major part of 
ry debt already incurred will become repayable after 
85 as grace periods on principal repayments expire. Al- 
dy. several large Latin American countries are paying 
y part of the interest charges, let alone principal retire- 
ent, on existing loans and banks are having to make new 
ns to enable debtor countries to repay interest on old 
ans. These repayments are then recorded as income. In- 
est owed by less-developed countries (LDCs) to major 
banks now exceeds those banks' total profits. 
_ À recent paper prepared for the Global One Hundred, an 
nternational business forum, made the point that in most 
refinancings of country debt — some 35 operations involv- 
ng around US$350 billion have been conducted so far — 
‘it is the debtor and not the creditor who is in the driver's 
seat.” It also suggested that the real problem in future 
night come not from the handful of super-debtors such as 
ico and Brazil but from the 30 nations which collec- 















One Hundred paper also makes the important 
n current debt-rescheduling operations, pre- 











Not everyone is as sanguine as the Interna- 


The view in the Inter ational Monetary Fund | 
| in Latin America has | 


to individual countries may not be a | 





broke: and the administration of | 
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] able return, the temptation to overlend to quality borrow- 
_ ers in Southeast Asia is clear. The temptation for countries 
to take freely available commercial credits is equally obvi- 


ous. Banks, as one IMF official observed, “find country risk 
difficult to assess.” ok, a a 
If this sounds cynical, the cynicism is justified. The IMF. 
is only now beginning to get on top of the unholy mess left 
by the uncontrolled private lending of earlier years. This, 
coupled with the savage nexus of higher oil prices, extra- 
ordinarily high real-interest rates and a recession-induced 
fall in export commodity prices brought many developing 
countries to the brink of bankruptcy. As the IMF noted in. 
its 1984 World. Economic Outlook: “Breakdown of normal 
trade and credit relationships was averted only by major 
debt restructurings and adjustment programmes." At the 
head of this massive restructuring operation, which is now 
in its second phase, has been the IMF, whose skirts the com- 
mercial banks .were happy to. hide. behind once trouble 
| nited States President 
Ronald Reagan which reposes great ideological faith in the 
banks was only too happy to see the IMF at the head of the 
firing line, its resources boosted by a massive increase in 
quotas (financed largely outside the US) once. US banks 
began to feel the heat. po vui Qni. de Jie CE 














ference has generally been given.to sovereign (government 
and public entity) debt at the expense of commercial debt 
(incurred by local companies in the countries concerned or __ 
by local subsidiaries of multinational companies). Mexico S 
is a prime example. This policy, it is argued, is likely to dis- 
courage foreign investments in countries just at a time 
when it is most needed. It is also the type of situation which 
has prompted the World Bank to consider a multilateralin- 
vestment guarantee scheme to cover private investments 
and possibly loans (page 78). |—  . . 05 70 

The paper, prepared by Business International in Në 
York, also makes the point that: "When the main debtor 
countries ask for a roll-over of previously rescheduled com- 
mercial loans, in addition to huge restructurings of current 
maturities, many bank boards of directors will baulk at the 
LDCs' demands unless new refinancing mechanisms have 
been installed. Such mechanisms are not yet in plàce. So far 
the case-by-case basis has been considered adequate and 
the question of increasing global liquidity through some de- 
vice such as an issue of IMF special drawing rights (SDRs) 
has not been seriously addressed. Mu | 

A major SDR issue is the basis of a scheme put forward by 
former IMF managing director Johannes Witteveen. The 
idea has not found wide support among developed-country 
governments however, least of all the United States. 
Another idea, known as the Kennen scheme, involves the 
creation of a new International Debt. Discount . Corp: 
(IDDC) which would buy banks’ LDC loans ata discount in 
exchange for its own bonds. IDDC would use the discount 
obtained from the banks to finance a reduction in size and 
cost of the LDC debt and a stretching-out of maturities. 
Under a somewhat similar scheme proposed by Barclays 
Bank, central banks would purchase at a discount country 
debt held by banks under their jurisdiction, provided the 
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justment 
achieved in the develop- 
ing world, as the IMF's 
austere managing direc- 
tor Jacques de Larosiere 
noted recently. He also 
noted that it had come at 
the cost of "great 
hardship and sacrifice in 
many countries. Many 
have been able to get 
their current-account de- 
ficits down to manage- 
able levels only through a 
drastic reduction in im- 
ports, which has natur- 
ally impacted on the ex- 
ports of the developed 
world." In the past, there has been “too much financing at 
the expense of adjustment," he said, noting that by the end 
of 1982 non-oil, less-developed countries had accumulated 
much more than US$600 billion in debt, half of which was 
on commercial terms. Adjustment has since been massive, 
with all non-oil developing countries cutting their 
current-account deficit by a half between 1981 and 
1983. 


he IMF meanwhile has lent some US$22 billion since 
mid-1982 in support of adjustment in 66 coun- 
tries. Restructuring plus new lending (including 
the involuntary lending which the IMF has compelled 
many commercial banks to make in Latin America and 
elsewhere) has considerably improved the overall maturity 
profile of outstanding debt, while the average debt-service 


banks agreed to extend 
new loans, in the form of 
short-term trade credit. 

Yet another plan is the 
so-called Weinert scheme 
which would involve the 
swapping of banks LDC 
debt for long-term bonds 
— 15 to 20 years — issued 
by the World Bank. Dif- 
ferent sets of bonds carry- 
ing variable rates of re- 
turn would reflect indi- 
vidual LDCs’ ability. to 
pay. The bonds would 
carry an interest rate 
below market rates, al- 
lowing banks to absorb a 
share of the loss on loans. 
The World Bank would then extend loans similar to the 
original amounts to LDCs, but at long maturities and 
at an interest rate reflecting a country's ability to 
pay. 

Various other schemes have been put forward including 
one by merchant bank Morgan Grenfell which would in- 
volve a new agency (possibly under IMF aegis) buying 
loans at face value from banks in return for non interest- 
bearing bonds. The banks would carry the bonds either 
until the original loan was repaid or swap them against 
another type of paper carrying a low interest rate but 
bearing a central-bank guarantee. Another is the Bolin- 
Del Canto scheme which would entail the creation of a 
new export development fund within the World Bank 
group, backed by leading national export-credit agencies. 
It would raise funds on the Euromarkets and then extend 
loans of longer maturities than those by commercial banks 
but shorter than the World Bank's normal maturities. This 
scheme bears some resemblance to the current proposal 
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ratio for non-oil developing countries has fallen from 
24.5% in 1982 to a (still high) 21.5% in 1985 

De Larosiére expects imports to rebound sharply durmg 
1984 in most countries implementing IMF-supported pro- 
grammes, while he-also expects world trade to expand by 
5% in volume terms this year after four years of stagnation. 
This is based on the assumption of continued economie re- 
covery in the industrialised countries, led by the US — with 
overall growth for thí$ group exceeding 3.5% both in 1984 
and 1985. It is largely on this basis that the IMF now feels 
the debt crisis to be under control. And de Larosiére, pick- 
ing up the orthodoxy of the cirrrent US administration plus 
that of more conservative régites in Europe, is insistent 
that "inflation is ruinous |, ———^ 
to growth" and that gov- 
ernment deficit spending 
and pumping up of the 
money supply must be 
avoided at all costs. 

So far, debt restructur- 
ing and economic adjust- 
ment appear to have 
worked well on a case- 
by-case basis with indi- 
vidual debtor countries 
being dissuaded from 
either repudiating debt 
or ganging up against 
creditors. Various 
soureés, ranging from 
China’s Foreign Minister 
Wu Xueqian to the Unit- 








within the World Bank for a World Bank's bank (page 71). 

Yet another scheme, possibly the most innovative yet 
proposed (but not mentioned in the Global One Hundred 
document), comes from the World Bank's own equity fi- 
nance agency, the International Finance Corp. (IFC). In an 
internal paper on the scheme, published in January, IFC 
suggested: "It may be possible to convert some bank loan 
claims on LDCs into obligations in investment trusts which 
could be traded abroad. If this can be done, foreign banks 
may be able to encash or liquefy loan positions while the 
debtor country converts an external debt obligation into a 
long-term marketable foreign claim." 

This would enable LDCs indirectly to'tap long-term cap- 
ital markets in developed countries instead of being con 
fined, as most developing countries are, to short-term syn- 
dicated loans from banks. The IFC papier points out that 
commercial banks in the aggregate represent only around 
35% of national-savings flows in developed countries, most 
of which is for short-term investment; whereas pension 
funds, insurance companies and other institutional invest- 
ors absorb a further 30-40% of savings, “all of which are 
available for long-term investment." There is some sort of 
precedent for institutional (and private) investor invest- 
ment in LDCs — in the shape of offshove mutual funds 
launched on behalf of Japan initially and'more recently by 
Mexico, South Korea, Taiwan and the Phifippines 

None of these numerous schemes'(including one rdea that 
Western banks should accept part of the dnterest payment 
on their LDC loans in the currency? of the borrower rather 
than in US dollars arid other hard cirrenciésjis likely tore- 
ceive serious consideration until it is aceepted by the US 
administration and other non-commufist ‘governments 
(and probably by the IMF itself) thát the present ease-by- 
case approach is almost certainly Madeqtia t® Some means 
has to be found for increasing the liquidity @fthe LDCs and 
that liquidity is hardly likely to come [rom nomecommunist 
countries where monetarist stringency continwes to restrict 
growth and trade potential. _. ANTHONY ROWLEY 
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'est rie caps conte at the 1984.su imit of leading 
istrialised nations, no global solution has been pro- 
sed and so o far r only a few countries ch as Argentina and 
aitrant over BECOpHUE 














it the house of cards put together under IMF super 
on ; to hold off financial | co Xu is still looking fragile. 
national ‘Settlements. (BIS) 

ort: "What the US recy ry 

















; e momentum of the TUS]. re 
ie dod time, but lead at a later stage to a. 
longed de ssion." 

ile,. F is relatively sanguine about 
h le contingencies with à 
30 bil on special drawing right 
in 1983. Much ee 

the 









ld be used in less. of an 'emergenéy membe 1f for any 
on activation of GAB were to be delayed, the IMF 











in the past. The mooted prospect of the IMF turniri to 





cely. The big member countries want it to remain their 
re. As one IMF source put it: “They are > very pro- 






ary.” 

ther the IMF runs into a so-called commitment gap 
mmitments over usable funds) depends upon demand 
‘countries such as Venezuela and Nigeria — and upon 
nasty surprises among major debtor nations. If in- 





es could decide to cash in their reserve tranches. 
the IMF, as the cheapest way of borrowing money. But. 
most members have *been good at recognising the 
tive nature of the institution,” as one source put it, 
the IMF hopes to be able to get through this year and 
st of 1985 without running into a commitment gap. No 
her quota increase is due for five years, so much de- 
s over the next few years on the course of the interna- 
onal debt crisis. 


ne of the salutary effects of that crisis has been to 
make banks and multilateral institutions alike 
AP painfully.aware of the inadequacy of data on coun- 
lending. As one IMF official noted to the REVIEW, before 
“crisis, some:developing-country governments did not 
_ know how much their nationals owed to commercial banks 
y way of private external debt — and far less did the 
iks know how heavily indebted the countries were. 
World Bank mission had to go round the banks in 
pe checking out the position for a particular coun- 
an official disclosed. De Larosiére took the initiative 
ët better data and now the IMF, World Bank, BIS and 
are all: synthesising their statistics to give à com- 
ensive picture. As a result, the second round of debt 
cturing in. Latin America has proved a good deal 
ier than thefirst. — 

mates ofexternal debt have turned out to be a good 
Heh e ‘than, re thought because of the better 





























| J the loans by US banks will bei 








ve to turn to other sources of funds — probably |. 







cy loans from more wealthy members, as it has | 







mercial markets for borrowing now appears extremely 

































tes continue to rise, itis also possible that member - 






|. alone the world economy, almost cer tainly: t has gre 









rest was divided between : 
tries. 

The IMF also noted in the: same publication tha 
sharp increase in developin; yuntry debt was “assoc 
with a higher rate of investment and was not used prim 
to finance consumption.” It was not the use to whic! 
veloping countries put borrowed funds which cause 
trouble so much as the “shift towards borrowing on 
mercial terms” which in turn “magnified the impact c 
sharp inerease in nominal and real rates of interest.’ 
share of borrowings at variable rates of interest rose 
only 7% of total developing-country borrowings in 
to 37% in 1982 and as high as 4270 among the bi 
debtors. 
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s the debt-monitoring procéss continues to 
próve, so external debt should become more "ti 
A. JA. parent," say IMF officials. This will include sl 
term and private debt — a “shady area” at present. “I 
ture, not only balance-of-payments data but the 
haviour of banks will become apparent.” For inst 
ne apparent, whe 
nta! S are located, r: 
than the lending by them being recorded simply 
balance-of-payments flow from the countries where 
are situated. “All this will give us an idea of the dynami 
banking-group lending,” an official told the REVIEW. ' 
tional authorities will move to restrain the growth of | 
assets. This will help strengthen the asset basis." The 
expects net new lending by the banks to developing c 
tries to grow by a modest 6% this year — ro ghly the : 
as last year. Much of this will be involuntary lendir 
banks renew exposure to countries they would now p! 
not to lend to but must do, in or erto ò protect their. exi: 
assets. | 
As debtor countries get better data on. their exter 
debt positions, they are expected to improve their r 
ing and management of such de pari from ne hel: 
get from official institutions in doing this, there a are bc 
investment banks which are planning a pack: p 
to help developing-country gove 
strategies, both in terms of mat: 
debt currencies to export earnit 
J july). me i 
The IMF has already noted a (shift towards medi 
term borrowing and expects developing countries tc 
and borrow more at fixed rates (straight bank loansas 
as bond issues where market access is available) and ti 
to generate more domestic savings. Overall it expects 
debt situation to stabilise over the next few years and “i 
cial transfers and direct investment will reassert t 
role.” 
Nevertheless, de Larosiére has made it clear that he 
a need for more long-term concessional flows and a "ir 
larger flow of official development assistance” if cur 
adjustment programmes are to succeed in the develo] 
world. “The agreement on a US$9 billion IDA [Inte 
tional Development Association] replenishment indic 
that the international community does not yet fully re 
nise how great a need there is for long-term deve 
ment assistance, particularly in the poorest countri 
de Larosiére said during a De. in Geneva 
duly. i É 
It was a belated scknowléderhetit of hë help thé w 
Bank gave its sister institution in lobbying for bigger 
. quotas. It was also a recognition of the fact that, if the 
_ mediate debt crisis is over, the future of development 
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On6th August 1982, we were founded to T over the 
Banco Ambrosiano. Our parents were 7 leading Italian banks who subscr 00 bil 
provide our capital and to purchase the business of the Old B Bank from its | iquidators. 


For nearly 100 years, the Old Bank had been i in the forefront of Milan's expansion into one of 
Europe's leading economic and industrial centres. In their daily activity, the staff had acquired a 
very high level of skills and reliability. They were, therefore, a valuable asset and, although a new 
top management team was installed, the vast majority of bank employees were retained. 


In the 2 years of our life as a new entity, great changes in our structure have been achieved. 
Deposits have grown to surpass previous levels. Debts incurred in the past have been settled. 
New branches have been opened and older ones modernised. We are truly a new and modern 
bank but with a Lombard tradition of og courtesy and experience which goes back 100 
years. 


[ NUOVO BANCO 
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Head Office: Via Clerici, 2 Milano. (Italy) - i Telephone (2) 85941 - Telex 320252 NBAFOR | 
Representative ffices: New York - Hong Kong 





he Hong Kong flowers are arti- 

ficial. A thousand different var- 
ieties, in up to fifty different colors 
each, from over 200 suppliers. They 
need a computer to keep up with it 
all. The Dutch Football Association 
has a similar problem, believe it or 
not. They have to keep track of over 
40,000 sporting events every week, 
and 300.000 membership chanaes 


a year. It's almost worse than keep- 
ing track of the flowers. 
Fortunately, both these com- 
panies turned to Nixdorf for help. 
Which should surprise no one. 
Nixdorf has 110,000 operating 
systems in 40 countries around the 
world, to provide a wide variety of 
computer solutions to all kinds of 
problems that business is heir to. In 


effect, Nixdorf becomes an interna- 
tional partner to the companies it 
works with. 

For the Hong Kong flower com- 
pany, Nixdorf provided its interna- 
tionally-famous COMET® software 
package to take a labor-intensive 
operation and handle it automati- 
Cally, to the profound relief of 
evervone involved in inventorv con- 
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trol, shipping sales, and account- normal telephone lines. ixdorf Computer Ltd. 


ing. Forthe Dutch Football Associa- We don’t know whether our Hong Unit A, 9th Floor United Centre 
tion, the Nixdorf computers do Kong and Dutch customers willever 95, Queensway, 
everything from handling members’ agree on what kind of flowers are Central Hong Kong 
subscriptions to scheduling games appropriate at the office. el. 5/202222 
and paying referees' fees. We do know they agree on one 
The best thing is that throug thing: Nixdorf. 
Nixdorf's international remote Nixdorf Computer Pte. Ltd. 
support capability, faults in the 100-c Pasir Panjang Road 





committer can he rectified over Sinnanore 0511 Tel 4797106 


Only one worldwide banking group 
owned by every Arab country. 


T be correspondence of the great Abbasid Caliph Harun al-Rashid 
with Charlemagne was an early example of Arab initiative in bridging East and Wat. 
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[DINAR OF HARUN AL RASHID «789 AD 





e 
Al Ubaf Banking Groupisthe only entity which has t q E | 
succeeded in bridging East and West by forging partnerships i 


in each of the world's financial centres. 


All twenty-two Arab countries are represented in Æl a IRA F- 


the Group through twenty-six Arab institutions. BANKING C3FEACOLJE» 

And twenty-two of the world's greatest concerns 

^1 1 , + Bahrain ALUBAF Arab International Bank E.C. 

add their full weight to our common purpose. _ IS AMINO 

Moreover, the diversity and geographical spread London UBAF Bank Lened, USAF Finince Compiled 

, . . : L UBAE Arab Ge B S.A. B inf furt Main. 

of our shareholders’ domestic and international networks mw ^ ONAF Ank Amaia Sod. ind icti NM 
provide us with privileged entrees all over the world. "wá VMRRoriui e gag Na cta sad 

We offer our clients acom prehensive range of Rome UBAE Arab Italian Bank S.p.A. Representative Office in Milan. 
financial services, and our high professionalism is backed Beirut Representative Office, 
up by the latest technology as well as unrivalled on-site — —  Q 


expertise. 
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PACIFIC FRIEND 


JAPAN 








Kerns in Tokyo 


After years of lobbying, Japan has succeeded 
in improving its position from fifth to second 
place in the shareholding of the World Bank's 
main arm, the International Bank for Recon- 
struction and Development (IBRD). Behind the 
scenes, the United States had opposed Japan's bid to climb 
up the ladder over West Germany, France and Britain in or- 
ganisational rank. But partly because Japan showed a con- 
ciliatory attitude towards opening and deregulating its 
domestic financial markets (in response to US demands), 
the US finally agreed to support the restructuring of the 
shareholdings in Japan's favour. 

In May (soon after Japan announced its financial- 
liberalisation measures), the executive board of the IBRD 
recommended a selective capital increase of US$ 8.4 bil- 
lion, which will raise the authorised capital to about US$ 
95 billion. It also recommended a realignment of the 
member countries' shares in the capital stock, under which 
Japan will be allowed to hold 4.99% of all votes. compared 
to the US (20.01% of votes). Following Japan in the new 
alignment will be West Germany (4.97%) and France and 
Britain (each 4.76%). The difference in the new sharehold- 
ing between Japan and West Germany is 0.02% and be- 
tween Japan and the fourth-place powers is 0.23% — a 
minuscule gap in voting power but all-important in deter- 
mining the pecking order. 

Japan had sought the change mainly for prestige, feeling 
that it had a claim to improved status as the second-largest 
economy among World Bank members. It also had the pride 
of rising from poverty — from being a recipient of World 
Bank loans to one of the major suppliers of aid funds. How- 
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The London summit: climbing up the ladder over West Germany, France and Britain. 


From loan recipient 
to major aid supplier 
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ever, despite the tiny shift in voting 
power, the change in rank in the IBRD 
wil have certain direct 
other than merely symboli: 
The World Bank intends to tap Japan 
ese financial markets for a large: portion 
of its funds than before. Japan is expected 
to cooperate — though the specific timing 
and amounts of borrowing approved wil 
depend on prevailing market conditions 
The World Bank is attracted to Japan by 
generally lower interest rates. As a matter of principle, itis 
attempting to borrow more from all major countriesavhere 
interest rates are lower than in the US for example 
Switzerland — but Japan is regarded with particular 
favour because it is rapidly becoming one of the world's 
largest sources of surplus capital and because its polic 


X"auences 





liberalisation — ironically linked to its negotiations for ris 
ing in the IBRD — will make its financial authorities recep 
tive to foreign borrowing requests 

The World Bank is already the biggest borrower in the 
Japanese market except for the Japanese Government 


"Fundamentally, the Japanese Government ipportive 
of World Bank borrowing here," an informed source in 
Tokyo said. The government is resigned to the fact that the 
yen has to be internationalised to a greater degree, put 
prefers that stable organisations such as the World Bank bi 
the mechanism of yen outflow. In Tokyo, therefore, thy 
World Bank is keeping close watch on liberalisation be 
cause of its implications for future borrowing 


arious types of swap agreements also will in practic 
V make it possible for the World Bank to tap: heapet 
yen interest rates. Discussions about cot 


swaps are presently being held with the Mi) 


nance. Today, the World Bank obtains about 3 f its 
borrowings in US dollars, about 25% in Swiss frances and 
about 17% each in Deutschemarks and yen. Although it js 
certain that the portion of borrowings in ven will rise, an 


authoritative estimate of the eventual level considered de- 
sirable is unavailable. "We don't want to make sudden big 
changes in borrowing here, because we don't want to dam- 
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plicants start with a disadvantage in educational re- 


sor in Seoul | u 
South Korea has reached.a transitional stag 
s long and extensive relationship with the 















more striking than what it is. Symbolic of the 
hanges under way was the 13th and fina 












.), a group of representatives from aid-giving coun- 
d multilateral lending institutions under the chair- 
f the World Bank. The group was dissolved be- 
1e official communique put it: "Its role as a 
raid coordination and enhanced mobilisation of 
capital for [South] Korea's development is now 
ulfilled by the [South] Korean Government." | 

e most bilateral aid programmes to this country are 
d. the bank's loans last year (the bank works on a 
ch begins 1 July) were the highest ever — totalling 
$168 million — and bank officials at the meeting ex- 
sed hope that their relationship with this reliable cus- 
er would continue to grow. According to one recent 
yjection, roughly half of the US$1.6 billion the govern- 
t hopes to borrow in public loans this year, around 
809 million, will come from the bank. Up to 31 March 
34, bank lending to South Korea totalled roughly 
$$5.22 billion. Among the most important sectors receiv- 
ng support were agriculture, urban development, indus- 
/, education and transport. 

Another sign of the bank's confidence in South Korea's 
to manage its own affairs has been the decision to 
to new forms of lending. South Korea no longer re- 
any concessionary loans from the International 
pment Association (IDA) which over.the years has 
xi US$115.58 million; now the country is a small 
ributor to IDA. The dominance of project-related loans 
gradually giving way to sector loans which are not as 
ully tied to specific investments. Moving over to sector 
ans, which are accompanied by recommendations by the 
k, once again has be 
phisticated [South] | 
issort have been mad 




































































































































































|- to join non-Japanese organisatio 


_ join a foreign organisation it is vi 
.[. a Japanese organisation at exec 


^|. international sta 
"Dese will probably: 
"positions will increase, 
period July 2: et 
plications from and administered examinations to 190 Ja- 


Japanese institutions such as ` | 
: panese citizens. By contrast, about. 3,000 US 


nance or foreign ministries, Export-Import Bank or. 
te banks. These staff serve a period of about three- 
“and then return to their home organisations. The. | 
's personnel office is now trying to recruit more Jaz- 

ese citizens, but apparently there are obstacles.Japan- | 







id Bank: now what the bank is not doing is : 







on 16 July of the Consultative Group for Korea | 


| pastsuccesses and generally sugges 


|. bodies the South Korean Gov 
j| secretive attitude on. all mat 


| Young J apa 


tem with which they are famili 






about 600 Britons applied and took examine 
positions in the same period. The bank's | 













president will be coming to Japar 
half the expected recruits will b 
ments from Japanese organisati 






emporary. 

















Paving the way to more broad-based policy loans have 
been the two structural-adjustment loans (SALs), ap- 
proved in 1981 and 1983. The first of these, totalling US$250 
million, came in the wake of the 1979 oil shock and was in- 
ended to be used to help make the economy more energy- 
efficient, along with assisting the then new government in 
its bid to restructure and liberalise South Korean industry. 
The second SAL approved in November last year had the 
same goals. In both cases, most of the decisions regarding 
fund allocation were placed in the hands of the government. 
with suggestions offered by the bank. According to bank 
officials no new SAL is being planned for the immediate fu- 
ture: the next one will probably come some time after 1 986 





when the country completes its current. (fifth) five-year 


plan. op 


e roject loans are not entirely, finished, however; for 

example in March 1984 the bank approved a US$60 
: million loan to support.a regional development pro- 
ject in the south western province of Chollopuk-do. The 
project includes industrial and infrastructural invest- 
ments. The International Finance Corp. (IFC), the equity- 
investment branch of the bank, has also. been active in 
South Korea for. many years, IFC has investments. worth 
US$42.5 million equivalent, mostly in industrial finance 


. companies. In appreciation of the IFC's activities here the 


Ministry of Finance arranged to give it a lead-underwriter 
position in the recent syndication of the Korea Fund, which 


. was due to be launched on the New York Stock Exchange in 


early September. Without a licenceto act as a broker, IFC is 
expected to add the estimated US$7.4 million worth of 
shares to its South Korean portfolio. — — > m 
The influence of bank thinking on the government is ex- 
‘tremely difficult to gauge. South Korean bureaucrats are 
proud of their role in planning and directing the country's 
: that the bank's advice 
». Among foreign aid 
i. orious for its 
ikes it hard.to 
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guess whether advice is being followed and whether the re- 
alts of that advice dre successful. The studiously non-ton- 
roversial position which bank officials take when disttiss- 
ig this country suggests a strong desire not to offend any of 
r South Korean counterparts. Past disagreements are 
quite as carefully glossed over — bank officials freély 
mit that they were probably-being overly cautious when 
advised the South Koreans against two major projects 
2 1970s, the Pohang integrated steel miland the Seoul- 
working against the bank is its lack of a permanent 
ation in Seoul (both the International. Monetary 
d and the United Nations Development -Pregramme 
DP) maintain a permanent presence) which means that 
oes not have.the continuous contact with the govern- 
t which foreigners of any affiliation need to operate ef- 
ely in South Korea. As one source put it: "Bank peo- 
ten visit here and expect [South] Koreans to respect 
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| . UN, the bank has less obvi- 
. 0us connections and bene- 
fits. At times it has suffered 
the feeling among some 
local officials that its 
policies are closely tied to 
the whims of the US Gov- 
ernment in some sort of 
covert manner. 

. Tn recent years there has 
been à ‘particularly close 
meeting of minds on many 
points with the predomin- 
antly market-oriented tech- 

3 nocrats of the regime of 

President Chun Doo Hwan finding ready support from 

like-minded economists at thebank and IMF. As an IMF re- 

presentative at the recent EICOK meeting put it: "[South] 

Korea's experience demonstrates that, with skilful econo- 

mic management, there need not be a trade-off between 

economic growth, price Stability and external adjustment." 


ith only a few caveats, the bank's most recent ap- 
praisal of the economy appears to be a virtual 
i benediction of the government's current liberalisa- 
tion and structural-adjustment policies which are com- 
bined with tight monetary and fiscal controls. Like their 
counterparts in the US Government, bank officials have 
discovered the perplexing distance between what the gov- 
ernment says and what it does: Top economic policymakers 
appear sincere in their desire to liberalise the economy, but 





as their directives filter down through the bureaucracy 


they tend to be heavily watered down — as has been the 


E 


case with import liberalisation. 


While the challenge of maintaining good communication 
with the government remains — the bank is said to have 
been somewhat surprised not to have been consulted on the 


rewriting of the fifth five-year plan last year — South 


Korea’s export-oriented growth, combined with its strik- 
n. ing ability to pay its debts, make it 
something of an exemplar in current 
bank thinking along with the other 
Asian newly industrialising countries. 
In contrast to other large borrowers, 
the bank sees no problem in South 
Korea's projected annual requirement 
of US$6 billion from external sources, 
stressing that the proportion of short- 
term debt (which currently stands at 
29% of total external debts) must be 
reduced and “commercial-bank terms 
should, needless to say, be as long- 
term as possible." The bank: bases 
these. projections on the assump- 
tion that an annual export growth 
of 10% is maintained and.no drama- 
tic increase in interest rates oc- 
curs. | 
In line with recent pronouncements 
in Washington stressing that all bank 
lending should work to alleviate the 
global debt crisis by emphasising the 
need for more lending (leading to im- 
proved export capabilities), a gradual 
trend’ towards: lending and advice in 
ea than more domestic 
“infrastructure deve- 
e expected in South 




































































m many respects, China is the World Bank's 
ideal client. China's current economic policies 
dovetail neatly with what the bank prescribes 
to other populous, low-income economies and 
he large-scale infrastructure projects and 
macro-economieé objectives which lie at the centre of 
Chinese economic planners’ thinking closely match the 
kinds of financial and consultative assistance the bank 
provides best. | 

The bank has focused: on population policy as a key factor 
in development. China — the world's most populous coun- 
try — is now consolidating an extremely effective popula- 
tion programme that has reduced its projected growth rate 
for the remainder of the century to only 1% — one-third the 
rate projected for other low-income countries 

In countries which borrowed excessively from commer- 
cial banks during the 1970s only to face staggering debt- 
service burdens in the 1980s, the bank has seen long-term 
development strategies undercut and diverted as debtor 
countries are forced to accept Sharp cuts in imports and 
consumption. Do 

By contrast, China is arguably among the healthiest of 
developing countries in terms of international payments. 
Its external debt burden is negligible and China enjoys a 
comfortable surplus on merchandise trade, averaging 
US$3 million over 1981-83. With strong earnings on invisi- 
bles, China has amassed morethan US$16 billion in foreign 
reserves (as of April 1984), an increase of more than 500% 
in four years. 

Most important, however, is the taping congruence of 
the bank’s approach to developmental policy with the over- 
all objectives of China's current economic reforms. In 1980- 
81 a World Bank team produced a comprehensive study. of 
the Chinese economy, China: Socialist Economic Develop- 
ment. Although the study was only’ published in 1983, it 
was widely summarised in 1981 and has since become the 
statistical and conceptual basis for all informed discussion 
of the Chinese economy. 

This year, at the behest of Chinese Premier Zhao Ziyang, 
the bank is undertaking a new review of the Chinese econ- 
omy, assessing China's prospects up to the year 2000, focus- 
ing on inter-sectoral linkages in three provinces, Gansu 
(low-income), Jiangsu (high-income) and Hubei (middle- 
income). In addition to financing primary economic infra- 
structure projects, the bank is playing a striking role in the 
economic reform. The China Investment Bank was estab- 
lished with the help of the World Bank as an alternate 
channel to government allocation, making hard-currency 
investment loans to medium- and small-sized Chinese en- 
terprises. In addition to financial support (US$70.6 million 
in 1982 and US$175 million this year), the bank partici- 
pated in training personnel and preparation of a manual 
for project appraisal. 





‘funds available for concessionary lending are parti- 
cularly scarce, China’s large current reserves have 
inevitably raised the question of why China needs World 
Bank assistance. With huge reserves, a low debt ratio and 
an excellent repayment record, it is argued, China is an ex- 


A t atime when the bank's resources are constricted and 





tremely attractive borrower to foreign banks and should — 


therefore rely on commercial finance, allowing more bank - 


resources to be concentrated on the international t basket- | 
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termining both the total amount of concessionary Interna- 
tional Development Association (IDA) funds available in 
coming years and how much goes to China. By its articles of 
agreement, IDA is specifically intended to. provide loans 
whose terms “bear less heavily on the balance of payments 
than those of conventional loans . . ." and the facility is 
widely understood as a means of lending to countries with- 
out recourse to other sources of finance. 

It is certainly true that China has tended to see the bank 
as a source of funds at less than commercial rates, though 
this view better describes Chinese views four years ago 
than now. But it is difficult to condemn China's sensitivity 
to the costs and dangers of over-borrowing: as the Third 
World debt crisis has amply illustrated, a debt structure 
that appears manageable today can become à crippling 
burden if rising interest rates intersect with contractions in 
export markets. 

But to argue that China, by virtue of its lack of debt and 


healthy reserves, is less deserving of World Bank assistance 
is fallacious; it confuses the wealth of a nation with its bal- 
ance of payments. With a per capita gross national product 
of only US$310, China remains an extremely poor country 
which manages its international accounts very well. Brazil, 
with a per capita GNP of US$2,240 but a debt-service ratio 
of 42%, is a relatively wealthy country that has managed its 
accounts rather badly in recent years. The problems faced 
by a poor country are not rendered less serious by the lack 
of a concurrent debt crisis. 

It is also misleading to suggest that commercial-bank 
loans can be substituted for World Bank assistance. This 
argument blurs the distinction between foreign-exchange 
earning projects with relatively short lead-times which are 
amenable to commercial financing and vital but long-term 
infrastructure development projects with limited earning 
potential. Much of the bank's activity in China to date has 
been focused on areas such as education and rural land re- 





clamation. The foreign-exchange earning prospects of pro- 
jects like these are nil, which means they are totally unsuit- 
able for commercial financing. 

Total bank lending to China in 1983-84 was US$1 billion 
of which US$422 million was IDA, making the China 
programme the third biggest recipient, following India 
(US$2.5 billion) and Brazil (US$1.5 billion). Due to China's 
belated eligibility for World Bank loans, lending to China 
represents only a small fraction of cumulative disburse- 
ments. IDA credits to China asof mid-1983 were only 1*5 of 
total cumulative IDA lending while IDA credits to India at 
that date were 38%. 

Awash with foreign-exchange reserves, China today is a 
net exporter of capital, but that is expected to change by 
the late 1980s as the modernisation programme generates 
additional demand for imports. This will belater than pro- 
jected in the bank's 1980-81 study, partly because China 
has done better than expected at replacing growth in 
energy exports with additional earnings from manufac- 
tures. That study projected two alternative borrowing 
scenarios through 1995. In the moderate borrowing 
scenario, net resource inflow was projected to reach 
US$2.7 billion by 1990 and US$4.6 billion by 1995 (in 1980 
prices). Although it will probably run a few years behind 
schedule, this scenario remains highly plausible. To keep 
debt service within bounds, China ideally should be seek to 
obtain at least half of its gross resource inflows on conces- 
sional terms. 

Bank lending to China is expected to continue at ap- 
proximately the current level for some years, increasing as 
China becomes a net borrower in a few years to approxi- 
mately twice the current level by the end of the century. 
Bank officials indicate, however, that the blend of lending 
to China, which even now comprises a larger International 
Bank for Reconstruction and Development (IBRD) compo- 
nent than other extremely poor developing countries, will 
harden further in the years ahead. IDA credits represent 
38% of the bank's cumulative lending to China to date — 
US$1.9 billion. By contrast, IDA credits were 68% of the 
US$17.1 billion in cumulative bank lending to India 
through June 1983. 


projects in China to date, totalling US$509 million 
in IBRD loans. China's current growth objectives will 
require an approximate doubling of commercial energy 
supply by the end of the century plus major improvements 
in the efficiency of energy use. Two IBRD loans, together 
worth US$263.4 million, are being used to develop onshore 
oil production at the Daqing oilfield in Heilongjiang and at 
two fields in the Zhongyuan basin south of Peking. The 
Karamay project, supported by a US$100.3 million IBRD 
loan, will explore the potential of the Karamay oilfield in 
China's remote northwest while introducing modern tech- 
nology and methods into the Chinese petroleum industry. 

Another IBRD loan of US$145.4 million is contributing 
to a US$811.7 hydroelectric project at Lubuge in Yunnan. 
This is a co-financing project in which the bank has been 
joined by the United. Nations Development Programme, 
Australia, Norway and Canada. 

The largest share of China's IDA credits to date (38%) has 
been devoted to education. Only 1.1% of China's 20-24 
year—-olds are currently enrolled in higher education, a de- 
gree of access comparable to Senegal and Haiti. The gen- 
eral inadequacies of the education system were greatly 
exacerbated during the Cultural Revolution. China is using 
World Bank assistance to repair the damage done at that 
time and resume the work of building a modern mass edu- 
cation system. A related project is to improve health care 
education and delivery of basic health care services in rural 
areas. World Bank projects currently under way in this 
area include: 

» Strengthening science and engineering research and 
teaching at 26 universities. (IDA US$100 million, IBRD 
US$100 million.) 

» Supporting a new system of post-secondary education 


E has been the focus of the largest World Bank 
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At the ripe old age of 90, 
we're still growing. 


As one of the earliest banks to be established in the Middle East, we've 
always made a point of being early with new banking services and 
techniques. 

We've grown up with the region. And we've helped to make its 
businesses and industries grow. 


Backed by the HongkongBank group's vast network of 1,000.bank 
offices in 54 countries, the BBME offers you instant, decentralised 
decision-making. 


Not forgetting, of course, the full benefits of almost a century's 
professionalism, integrity and trust. 


The Gulf-based bank with global connections. 
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m That spirit lives on in BNU — 
oo Banco Nacional Ultramarino, 
a today one of the largest 
commercial banks in Portugal, 
established by a law authorised 
by King Luis in 1864. 
The services we offer cover 
the full range expected ofa 
sophisticated modern bank: 
short term finance, medium 
term Euromarket loans, 
commercial and corporate 
financing and foreign exchange. 
We are represented in 
France, South Africa and 
Luxembourg and maintain a 
strong presence in Macao. We: 
are also aboutto upgrade our 
representative office in London X SCE TSU SOG E ER 
to the status of a full branch. ALT Henry the Navigator (1394-1460), Infante of Portugal s 


Z4 


the genius behind the Portuguese voyages of discovery xe 
that opened up whole new worlds. a ee 
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Banks in which BNU has participation: Banque Franco Portugaise, Banque Por ugase a Luxembourg, 5. The Bank of Lisbon & South Africa Ltd. 
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pcd six ee institutes and a aa : Nationa 
search Institute. Phase I. (IDA US$75.4 million.) | 
» Additional support to education in the agricultural 
sciences, assistance to 23 agricultural colleges plus eight. 
training and extension centres and 12 agricultural techni- 
cal schools. (IDA US$23.5 million, IBRD US$45. 3 million)... 
» Expanding delivery of basic health care services in rural 
areas and improving medical training, (IDA US$85 mil- 
lion.) g | 
Agriculture projects of the World Bank in China have. 
been largely devoted to reclaiming land and expanding 
areas of cultivation. The total area of land available for ag- 
riculture is only 99 million ha, about one-tenth of a hectare 
per person. World Bank projects are under way to: : 
» Provide drainage and irrigation in the North China plain 
to overcome soil salinity, waterlogging and surface flood- 
ing. (IDA US$60 million.) s. 
» Develop. 200,000: ha of virgin land in ‘northeastern | 
Heilongjiang Province for grain and soybeans. (IDA US$45 
million, IBRD US$395.3 million.) . | P 
> Provide rural credit to local borrowers to: finance invest- ET 
ment in citrus orchards and other tree crops, “aquaculture, 
livestock and processing in Guangxi Zhuang Autonomou 
Region (a minority area). (IDA US$50 million.) oS 
» Develop rubber production in southeastern Guangdo g 
Province. (IDA US$100 million.) ds | 
Transport bottlenecks were identified a as. critical blocks: í 
constricting economic development in ‘the bank's 1980-81 
report. The bank is involved in two transport projects in 
China: > 
» Modernising coritainer and coal terminals at the ports of 
Shanghai, Tianjin and Huangpu (Canton) with additional 
berths and more efficient cargo- -handling equipment. 
(BRD US$124 million. ) 
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o] The World Bank's intivence extends eondidée: At the beginning of 1984, total loans disbursed to X 
' ably beyond the comparatively small amounts || siahad reached US$1.5 billion spread over 57 loan proj 
of project-loan finance it disburses to Malay- | Of these, 27 have been fully disbursed. Agriculture 
sia; in broad fiscal management issues — such | taken the largest share of World Bank assistance (44. 
a Mi as the level of public-sector indebtedness as | followed by infrastructure schemes — a category that 1 

well asin apelio sectoral analyses (for example, manufac- | cludes transport/telecommunications, utilities and ene 
turing or fisheries) the bank's influence has become in- |> projects. But the politics of the relationship is founde 
creasingly pervasive over the past two years. where: in bank advice about the economy — and in the 
Meanwhile, at World Bank boardroom level, Malaysia' s | gree of willingness by various institutions here, inclu 
minuscule voting strength (0.44%) together with the cur- the Treasury, the Prime Minister’s Department and 

rent government’s own conviction that there should be | central bank, Bank. Negara, to accept that advice. 
more private financing of development expenditure, helps | bank's most recent: pronouncements on the Malay 
to explain Kuala Lumpur's relatively resigned attitude to | economy are found in a privately circulated 198353 cou 
some of the policy changes forced on the bank anditssister | paper entitled Malaysia: Structural Change and Stab 
institutions by the parsimony of the United States Con- tion. 
gress and generally tighter times. The authors outlined somewhat sombrelv the “mack 
'Among larger World Bank project loans approved re- | economic difficulties" experienced by Malaysia after hi 
cently for Malaysia is US$56.9 million for the Kedah Valley | growth during the 1970s; the magnitude of the current 
agricultural: development project (which has irrigation, count deficit swing against Malaysia received partic 
fisheries, rubber-production and road-construction com- attention as did the build-up in public-sector debt. 
ponents). Another package recently approved is US$86.2 | the paper merely incorporates a line of reasoning by b 
million for roads linking the East Malaysian states of advisers who have urged "further substantial redu: 
Sabah and Sarawak; a major objective of this scheme isto” | in the size of future deficits" corsistently throughout 
develop the strength of the local road- -Cc nstruction indus- 19805 - — to use the words m one confidential pape 
0 n1988. .. „as removal of inefficiencies occa 
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Harvesting oil palms in Pahang: 42% of bank aid is agricultural. 
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tural Policy, for example, incor- 
porates much of the bank's ap- 
proach, as does the government's 
thinking about the future of 
fisheries. 

In the manufacturing sector — 
now the undoubted focus of gov- 
ernment expectations for future 
economic growth — the thinking 
found. in the restricted 1981 
paper Malaysia's Manufacturing 
Sector; Development Issues and 
Policy Options and in other, 
more recent bank documents, 
has been generally accepted. 
Some disagreement still exists, 
principally in the interplay of 
market efficiency and the opera- 
tion of the New Economic Policy 
(involving transfers of corporate 
wealth to bumiputras — indi- 
genous people, mainly Malays). 

But at the level of overall re- 
source allocation, Malaysia and 
the bank share closely conver- 
gent views: the government 
wants to see more of the deve- 
lopment expenditure coming 
from private sources and has 
made this, via its privatisation 
and other policies, into a central 
tenet of Prime Minister Datuk 
Seri Mahathir Mohamad's ad- 
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too predominant a public-sector role in the economy. 

In connection with this last objective, the bank has sin- 
gled out with special force some particular problem areas 
— such as cash-crop agriculture and fisheries — where 
large public agencies have demonstrably failed to lift pro- 
duction or do much to improve the lot of small producers. 
Trenchant comments on the need to remove subsidies and 
expose protected sectors to market forces have appeared in 
confidential bank reviews of Malaysia's fisheries sector 
(REVIEW, 21 June) and in its working papers on agriculture 
(REVIEW, 24 Nov. '83). More recently, the bank has begun to 
Worry about inelasticities in the country's revenue system: 
the present tax structure — with personal and corporate in- 
come-tax rates already among the highest in the region — 
must somehow yield more deficit-paring revenue. 


ing the bank is a seeming lockstep relationship be- 

tween Malaysia's operating budget and its revenues; 
since the late 1970s federal-government operating expen- 
diture has closely matched total government revenue, in 
effect leaving development expenditure (about 30% of the 
1984 budget) for deficit financing. Some advisers had 
hoped that this year revenues would begin to outpace the 
government's operating costs for the first time since the 
mid-1970s (the 1984 budget forecast revenues of M$19.1 
billion [US$ 8.22 billion] and operating expenses of M$19 
billion). However, Treasury figures made available to the 
REVIEW in August reveal some discouraging news: on the 
plus side, revenues will reach M$21.46 billion during 1984, 
a rise that reflects improved corporate earnings and 12.1% 
more than forecast. The less cheering news, however, is 
that operating expenditure will probably top M$21.3 bil- 
lion, also 12.1% more than budgeted, a whopping 20.2% 
increase over the 1983 operating costs despite the au- 
sterities imposed within the government apparatus. 

Yet for all the increased emphasis that some in the bank 
would like to see given to cutting backe the government's 
deficit still further, the government has broadly accepted 
the bank's approach in many facets of its economic man- 
agement, not only in fiscal affairs but also in various sec- 
toral strategies. The recently announced National Agricul- 
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T REVIEW understands that one fiscal issue troubl- 





ministration. One initiative 
given vigorous support by government is the creation by 
several banks of venture-capital enterprises. The first ex- 
periment, Malaysian Ventures Bhd (MVB), is capitalised in 
part by the World Bank's equity arm, the International Fi- 
nance Corp., which has put in US$1 million — one-third of 
MVB's equity. o 


Difficulty in 
coming up 


with funds 


By Guy Sacerdoti in Manila 


Along with foreign commercial banks, bilat- 
eral aid groups and regional multilateral lend- 
ers, the World Bank sees its: Asian problem 
child in the Philippines. The economic and po- 
litical crisis following the August 1983 assassi- 
nation of returning opposition leader Benigno Aquino, has 
skewed much of the bank's planning for Manila and has 
forced a rethink of both the value of past lending and the 
type of borrowings the country will need in the future. 

Well into its fourth 90-day moratorium on foreign princi- 
pal repayments, the government of President Ferdinand 
Marcos is hinging its recovery programme — and the 
needed rescheduling of about 40% of its US$25.6 billion in 
foreign debt — on negotiations with the International 
Monetary Fund for a standby stabilisation programme 
through the first quarter of 1986. The World Bank likewise 
Is awaiting completion of these talks as the required short- 
term reforms in monetary, fiscal and exchange-rate 
policies will affect the government's ability to avail itself of 
World Bank lending. 

For the immediate future, quick-disbursing facilities are 
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dst important for the government, which is in desperate 
need of foreign exchange to finance imports of needed 
agricultural raw material to keep rural production up. 
Aside from food for domestic consumption, coconuts and 
sugar are the two largest agricultural exports and have 
traditionally brought the greatest amount of foreign ex- 
change into the balance of payments. 

The World Bank has been negotiating a US$150 million 
facility with Manila since the beginning of the year to help 
Its interim import needs for fertilisers, pesticides, feed- 
grains, breeding stocks and machinery spare parts. But the 
loan has been bogged down over conditionality of the 
agreement. The World Bank board's voting on the loan was 
postponed until the end of August, pending clear signs from 
Marcos that required re- 
forms were to be under- 
taken. The bank wanted 
to see the Ministry of Ag- 
riculture strengthened 
administratively to in- 
clude what had formerly 
been the highly indepen- 
dent National Food Au- 
thority (NFA) — under 
the leadership of a close 
associate of Marcos’ pow- 
erful wife Imelda — 
which dictated marketing 
and price controls over 
rice and other prime com- 
modities. Former agricul- 
tural minister Arturo 
Tanco used to joke that 
his ministr* had been so 
emasculated that it was 
little more than a “minis- 
try of gardening.” . 

While Marcos’ cabinet 
announcement on 30 June 
maintained the NFA as an 
independent body, it 
strengthened the ministry 
by changing its name to 
the Ministry of Agricul- 
ture and Food, giving it 
greater policy-making 
authority over fisheries, 
forestry and land use and 
placing newly appointed 
minister Salvador Escud- 
ero on the boards of the 
powerful government-in- 
fluenced monopolies in 
coconut and sugar. Dis- 
mantling, or at least re- 
forming, these monoliths 
has also been one of the 
bank’s pet projects, as the two have been controlled since the 
mid-1970s by close business associates of Marcos and have 
never opened their books for proper public accounting. 

Although the monopolies remain, the government has 
taken enough steps, including preparing a five-year plan 
for agricultural and food development, to satisfy the bank 
for the first US$75 million of the loan disbursement, which 
was scheduled to be approved before the annual World 
Bank meeting. On 13 September Prime Minister Cesar 
Virata signed a draft letter of intent outlining the program- 
me and setting out agreed monetary and fiscal targets along 
with reforms. 

The form of this interim financing follows closely that of 
the structural adjustment programmes the bank has ini- 
tiated in the Philippines, Thailand and South Korea since 
1980 and emphasises what the bank sees as a more 
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medium- and long-term strategy for development fina: 
cing. As major policy reforms usually affect foreign-e: 
change income as export sectors are rationalised, the stru 
tural adjustment loans (SALs) are designed to cover e: 
pected losses. In the Philippines, two SALs were signed 

1981 and 1982 covering trade-tariff liberalisation andar 
structuring of energy consumption, relying on domesticr 
sources such as coal and geothermal and hydroelectr 
sources. The World Bank agricultural loan is the first sta; 
of a larger structural-adjustment package the bank is plai 
ning. 


orld Bank presence in the Philippines has increa 
W: markedly since the early 1970s, when annu 
average disbursements for 1971-75 reached US$! 


million. It increased in the 1978-82 period to a US$450 mi 
lion annual disbursement. At the same time, however, shif 
in project emphasis o 
curred. For example, fro 
financing irrigation ar 
other agricultural infr; 
structure projects (alor 
with working towart 
self-sufficiency in ri 
production), the bar 
shifted more into agricu 
tural diversification — in 
tree crops, livestock ar 
fisheries. Finance and i1 
dustry loans which hz 
been aimed at institi 
tional development wei 
moved towards more se: 
toral financing in indu: 
tries such as textile 
where greater foreign-e» 
change potential existe 
and modes of productic 
had been outdated. 

But one of the may 
problems the Philippint 
— as well as other cour 
tries trying to deal wit 
overblown fiscal defici’ 
— has to face with Worl 
Bank project lending a: 
requirements for counte 
part funds from goverr 
ment budgets, usually f 
nancing local content an 
labour. One of the stri 
tenets the IMF traditiona 
ly uses is budget austerit 
and, since 1982, Manila he 
been experiencing great« 
difficulty in coming u 
with the required fund 
This delays disbursemer 
of approved project loar 
and is one reason why th 
World Bank is looking towards more non-project lendin 
arrangements with the Philippines — along with increase 
structural-adjustment and other policy-reform program 
mes — asa way of maintaining visibility and trying to influ 
ence the direction of the long-term recovery of the econom 
without sacrificing too much development growth. 

But the bank, along with the IMF, must begin to conside 
an unknown factor in the current fluidity of Philippin 
politics. As anti-Marcos demonstrations continue an 
Marcos himself stonewalls compromise on the politic: 
front, the World Bank will continue to come under increas 
ing fire from a more vocal parliamentary opposition an 
appear in the placards of the growing radical Left. It re 
mains to be seen if this will also become a factor in how th 
bank sees its role in the long haul of a Philippine econom 
recovery. 1 
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Comments by the Chairman, Mr. Helmut 
Guthardt, in the 1984 Annual Shareholders’ 
Meeting. 

"For DG BANK and its Group, the year 
under review has been a successful one - 
as can be said for the whole German 
cooperative banking system (for which 
DG BANK acts as central bank, liquidity 
manager, and international arm) .. 

"In 1983, the Group's total assets grew 
by 11.6 percent to almost DM 77.7 billion 
(equivalent to U.S. $28.5 billion) .. 

"The Group's loan portfolio increased by 
15.7 percent to DM 62.3 billion (U.S. $22.8 
billion) . 

"International loans and money market 
deposits, atDM 14.0 billion (U.S. $5.1 billion), 
were up by 9.4 percent... 

"Net interest earnings benefited from the 
fact that the rates for the Bank's resources 
declined faster and more markedly in 1983 
than the rates for our assets. In conjunction 
with larger volume, this led to an increase 
in net interest earnings by more than 50 
percent for the Group and by almost 60 per- 
cent for DG BANK.. 

“In our securities business, the number 
of orders executed for clients was 60 per- 
cent higher than in 1982. For German 
shares in particular, we recorded a sizeable 
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increase of orders from our international 
clientele. In the field of new issues, the Bank 
iead-managed two domestic issues and 
acted as lead manager or co-manager for 
31 international issues. Our international 
commercial services also recorded a grati- 
fying increase in net fee income... 

"These results again enabled us to in- 
crease substantially provisions for loan 
risks, mainly country risks... 

"The Group reports ~ as for the previous 
year - an after-tax profit of DM 100 million 
(U.S. $36.7 million). Another DM 70 million 
(U.S. $25.7 million) have been allocated to 
published reserves. We propose that the 
remaining profit be distributed as an (un- 
changed) dividend of 5 percent (tax-free 
for the recipients on account of the Bank's 
legal status as a public corporation) 

"Shareholders' equity, after an increase 
in the Bank's capital by DM 200 million to 
DM 766 million during the year under re- 
view, now amounts to more than DM 1.4 bil- 
lion (U.S. $518 million) or 3.2 percent of the 
Bank's total footings - a ratio which we con- 


sider to be adequate in view of the fact that 


our balance sheet structure in part reflects 
our role within the German cooperative 
banking system (with consolidated assets 
of DM 443.2 billion — equivalent to US. 





$162.7 billion ~ at year er end 1983)... 

"Activities and pro 
year inciude plans mei 
eaga mm in New Yor -in eae a 
ofthe substantial interesit i 








amenar stock market — i a merchant 
bank in Singapore which is to supplement 


the services of our branch there... 

"The Groups net iod ating profit for the 

first four months of 1984 was 12.5 percent 
above the 1983 average, including trading 
profits... 

“Barring unforeseeable changes in the 
internat ional S i. tion | am confident that 
DG BANK a nd | ts Group wil! be able to 
match lasi did s resultin 1964... 

Copies o the 19 33 Annual Report and 
Accounts for rD 3 BANK and its Group may 
be obtained D 

Head Office: DG BANK, P. O E 
Wiesenhuetten: " asse10,D-eo00Frankfurnt 
am Main 1, Federal Republic of Germany, 
Telephone: (69) 2660-1, P 

We are represente 
Singapore, Tokyo, Kual 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 20 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 













in China. 
A confidential monthly newsletter. 
Exclusive to subscribers. z 
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In the early days of the 19th century, the Singapore River was a ORDER YOUR dp ini 
hub of teeming commercial activity. Today, it's a splendid setting for the ' TION (12 ISSUES) NOW i 
Hotel New Otani, where new standards of style and comfort are ı The CHINA TRADE REPORT is i 
introduced and maintained. Where you can experience a friendliness i orre yii raeg by the Far vesci i 
that comes naturally... relax in an atmosphere of tranquillity ... and | SODDOmc DOVION,ABESTMETWIDEY- 1€ 
» : vx ; B | read business news magazine. ' 
discover a very special kind of hospitality. You'll enjoy every minute of it. ' zi 
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, Far Eastern Economic Review, Ltd., e ' 
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Bank of Tokyo pro- 
vides the seamless connec- 
tion between your local and 
/ international banking needs. Bank 
^"! hj P of Tokyo does this with superior ser- 
> r vices at both local and worldwide levels with 
a network more extensive than that of any 
other Japanese bank. Over 260 offices, 
representative offices and subsidiaries with 
their offices and 2,100 correspondent banks 
become powerful assets on your side in 
today’s demanding financial environment. 
Compare our performance. We believe 
you will find it speedier, more reliable and 
more economical. From organizing world- 
wide syndicated loans to rapid foreign 
remittances to considerate local services, 
Bank of Tokyo provides the meticulous 
concern you deserve. 
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Our way with words is simply that we don't 
speak when we don't have to. 


Our way with money is that we like to make 
a lot of it. 


And the Ka Wah Bank of Hong Kong wants to share 
our way with you. 


The Ka Wah Bank has doubled its assets every 
other year for the last five years. And it's 
grown quickly, with branches in Asia, Los Angeles, 
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We've built our reputation and our 

success on two ideals: confidentiality, 

and personalized service, customerizing P 
our procedures to fit your needs. 


Sometimes banks can be very 
unaccommodating. But the Ka Wah feels 
in that very Chinese spirit — that 

there is always a way. 
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We have a way. 
New York Branch: 
38th Floor, 520 Madison Ave., New York, NY 1 


Tel.: (212)-308-5500 TIx.: 662388 


Los Angeles Branch: 

Suite 102, Chinatown Plaza, 818, North Broadway, 
Los Angeles. Ca 90012, USA 

Tel.: (213) 617-1120 Tix.: 686221 KAWAH BANK LSA 


Canadian Representative Office: 

P.O. Box 168. Suite 4140, Commerce Court West, 
Toronto, Ontario, M5L 1E7, Canada. 

Tel: (416) 364-6100 Tix: 065-28208 KAWAH BANK TOR 
Head Office: 

232, Des Voeux Road C., Hong Kong 

Tel.: 5-457131-B Tix.: HX 74636 KWBNK 


27 branches throughout Hong Kong, Kowloon and New Territories. 





THAILAND PUT 





By Paisal Sricharatchanya in Bangkok 


With the assistance of two structural adjust- 
ment loans (SALs) obtained from the World 
Bank in early 1982 and 1983, Thailand has 
achieved some degree of success in reforming 
its industrial and fiscal policies. But, ham- 
pered by political opposition in certain sensitive areas, the 
achievement has come about slowly, leaving the overall 
programme behind schedule. Under the original timetable, 
Bangkok was to receive about five SALs — each annually 
under the current fifth-plan period (1982-86). The World 
Bank and Thai authorities have completed evaluating the 
outcome of SAL-II only recently and a question-mark now 
hangs over when SAL-III will be forthcoming or whether it 
will be forthcoming at all. 

It appears certain that Bangkok is determined to push 
ahead with various vital policy reforms — particularly in- 
dustrial restructuring (to ensure 
that Thai industries become more 
efficient and export-oriented) and 
fiscal-policy refinement (to raise 
central government revenue in the 
face of growing budgetary de- 
ficits). But whether Thailand 
wants to request additional SALs 
from the World Bank or seek finan- 
cial assistance from other sources 
to carry out the policy adjustments 





is a subject currently under 
Bangkok's review. 
Thai officials indicated that 


there should not be any problem in 
requesting a third SAL. It was 
understood from the outset that the 
granting of SAL-III would be de- 
pendent on Thailand's perform- 
ance in the light of various condi- 
tions attached to the first two 
loans. With the exception of the 
Thai failure to institute price re- 
forms for the trouble-plagued 
state-enterprise sector, the World 
Bank is said to be broadly satisfied 
with achievements in all other 
fields. Following a recent session to 
evaluate the outcome of the first 
two loans, during which World Bank officials reportedly 
conveyed. their signal of general approval, officials from 
both sides have in fact begun dialogues at technical level on 
potential areas to be covered under SAL -III. 

But much will depend on the result of a current review 
of Thailand's overall external-borrowings programme. 
Alarmed by the economic problems of other debt-riddled 
countries such as the Philippines, the Thai Government has 
adopted a cautious approach to further external debt for- 
mulation. Although the country's US$6.9 billion public- 
sector external debt at present is regarded as within man- 
ageable levels, authorities want to coordinate properly all 
future borrowings — potential SAL-III included — to en- 
sure that the aggregate total does not rise too rapidly. "It is 
too premature at this stage to decide whether we want to 
get the third SAL," commented Snoh Unakul, secretary- 
general of the National Economic and Social.Development 
Board, the top economic-planning body which coordinates 
policy implementation under the fifth plan. 

Another potential stumbling block lies in a reported 
World Bank plan to link a flexible exchange-rate policy to 
the granting of SAL-III. For a lengthy period, the Interna- 
tional Monetary Fund has been engaged in policy dialogues 
with the Bank of Thailand (BoT — the central bank) and the 


SAL-III now imc i in 1983 — if at all 
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Finance Ministry over the virtues of Thailand adopting & 
more flexible exchange-rate structure. Although the baht 
is theoretically tied to a basket of foreign currencies, it has 
in practice been pegged firmly to the US dollar. Since the 
last devaluation in 1981 (of about 10%), Thai monetary au- 
thorities have resisted successive pressures exerted on the 
Thai unit by the strong US dollar and the exchange rate has 
remained unchanged at Baht 23:US$1. 





Official sources told the Review that World Bank offi- ` 


cials recently raised the subject of a flexible exchange rate 
policy in the context that a more realistic Baht parity 
would contribute favourably to the country's exports, but 
there was no conclusion. Should Thailand decide to seek 
SAL-III and the exchange-rate subject is raised, the Thais 
are not expected to make any firm commitment. Various 
negative political consequences arising from a devaluation 
— ranging from inflationary pres- 
sures, higher import costs and an 
automatic increase in the external 
debt burden — explain why the 
Thai unit's parity has not beem 
changed since 1981 


with the World Bank, Thailand is 
committed to instituting policy re- 
forms in five areas — rural and ag- 
ricultural development, industry, 
energy use and development, fiseal 
policy and institutional develop- 
ment (REVIEW, 4 June '82). Of 

list, the country appears to be fairly 
successful in fiscal-policy reform, 
particularly efforts to raise govern- 
ment revenue through more effi- 
cient tax collection. Through the 
establishment of eight area tax of- 
fices in Bangkok and some modest 
decreases in personal income-tax 
structures, authorities have been 
able to attract more personal in- 
come-tax payers. The number-has 


to about 2.4 million last vear. Since 


current fifth plan, the annual 
growth (in the number of personal income-tax payers) has 
averaged 10% compared to less than 5% before 


government revenue as a proportion to gross domes- 

tic product from 14% in 1982 to 18% by the end of the 
plan period in 1986, but the target was revised downward 
last year to 16% in view of unfavourable global economie 
conditions. It now appears that this revised target will be 
met. The revenue-to-GDP ratio in 1983 fiscal year topped 
14.9 % and — based on the latest projections of a 5.5% eeo- 
nomic growth plus 2.5% inflation rate on the back of Baht 
156 billion government revenue — this will rise to about 
15.7% in the current fiscal year (ending September) 

But the government has failed miserably on another fi- 
nancial reform. Efforts to institute price increases for ail- 
ing state enterprises (which provide basic public utilities 
such as the Bangkok bus service, tap water, telephone and 
railway services), though approved by the cabinet since 
late 1982, have not materialised due to political opposi- 
tion. Thai officials concede that the lack of progress in this 
field constitutes the only area objectionable to the World 
Bank. The intention to try implementing price reforms still 
features, but authorities claim they now hope to bring 


T: original fifth-plan target was to raise central 


Under broad guidelines agreed 





increased from 1.3 million in 1976 i 


1982, or the first year under the 
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about an overall improvement through the application of 
other inputs such as management, marketing and financ- 
ing. 

About 75% of the US$150 million SAL-I went to support 
expansion projects of various state enterprises but virtu- 
ally nothing from the US$175 million SAL-II was ear- 
marked for this sector, which underscores the govern- 
ment's get-tough policy. Apart from financing numerous 
studies to support reforms in the five main areas, sources 
said a large portion of the second loan was not used for any 
specific purpose and simply went to shore up the country’s 
foreign-exchange reserves. Some progress has been made 
in rural and agricultural development through reclassifi- 
cation of denuded forest reserve to allow legitimate ag- 


ricultural activities. However, few reforms have been 
achieved in the energy sector (owing in large part to domes- 
tic oil-and-gas production) or industrial restructuring 
(REVIEW, 30 Aug.). 

It now appears that if SAL-III is forthcoming at all, it 
will be in early 1985 — or nearly a year behind the original 
schedule. Given the World Bank's favourable perception of 
and relationship with Thailand, some analysts believe that 
the third loan will finally come through. Whether it does or 
not, the next focal point of this country's structural adjust- 
ment efforts will centre on how best to increase export 
earnings. Of equal importance will be further improvement 
in Thailand's medium-term fiscal policy — another area 
advocated strongly by the World Bank in light of the gov- 
ernment's growing budgetary constraints. u 





INDONESIA 


Some things are 
the other way 
round here 


By Manggi Habir in Jakarta 


In its most recent annual economic report on 
Indonesia, the World Bank had much praise for 
Jakarta's decisive actions last year. Hit by a 
sharp drop in world oil prices in early 1983, 
which severely cut into government earnings 
and exports — oil accounts for 66% of the first and 74% of 
exports — Jakarta devalued the rupiah, rephased (scaled 
down or postponed indefinitely) major government pro- 
jects with high-import content, lifted stifling controls in 
the banking sector to mobilise more domestic financial re- 
sources and instituted comprehensive tax reforms. 

But the bank feels this is not enough and that additional 
measures and reforms — requiring a major reversal of cur- 
rent industrial policy — would have to follow if Indonesia 
is to keep its external balance and meet its annual 5% aver- 
age growth target for Repelita IV (the fourth five-year plan 
which began on 1 April). 

The bank, stressing the importance of raising manufac- 
tured exports to move away from the economy's depen- 
dence on oil, effectively called for a reversal of Indonesia's 
industrial policy. Criticising the existing import-substitu- 
tion and protectionist-oriented policy as costly and ineffi- 
cient, the bank is advocating a more open and export- 
oriented strategy. To achieve this, it emphasised the need 
for greater efficiency. But, in particular, it called for a 
gradual dismantling of Indonesia's high tariff barriers, a 
move that is expected to be met with considerable resist- 
ance by powerful business interests. It is reforms in the 
country's trade policies, the bank notes, that are “the major 
remaining policy challenge to be tackled by the govern- 
ment." 

This is not the first time the bank has argued for trade 
policy reforms. But it is now attracting more attention 
given the continuing debate about the direction of In- 
donesia's industrial development. 

Many have questioned the bank's recommendation, with 
the unfavourable protectionist trend and the sluggish re- 
covery in the world economy. The country's export- 
oriented plywood industry, for example, is facing consider- 
able problems because of this. But the bank countered that 
because of Indonesia's small share in manufactured ex- 
ports from developing countries, these export items have 
still considerable room to grow. Manufactured exports ac- 
count for a meagre 17% of non-oil exports and amounted to 
US$600 million for the 1983-84 fiscal year. 

The bank cites two problems with an import-substitu- 
tion industrial strategy. The first is its high cost, with con- 
sumers effectively subsidising producers — a situation the 
economy could ill afford. For example, the bank estimated 
last year's consumer subsidy to domestic cement producers 
at US$156.8 million, to TV manufacturers at US$43.6 mil- 
lion, to synthetic yarn producers at US$24.6 million and to 
producers of steel billets at US$74.8 million. Prolonged 
high levels of tariff protection tends to shift investment to 
industries where Indonesia is not likely to become an effi- 
cient producer, the bank further argued. 

The second problem is that industrial growth is limited 
by the growth of domestic demand. Already 95% of con- 
sumer goods and 65% of intermediate and capital goods 
consumed locally are domestically produced, according to 
the bank. No one expects Jakarta to move quickly on this 
reform; in fact not all are convinced of the need for it. Many 
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Like the modern coins of today this priceless antique 
silver coin bears the name of an ancient Islamic 
ruler (c.15th por Hic 

from the private collection of Mr Rashid Al Oraifi 
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ANNALS OF CHINA'S ENTERPRISE RE- 
GISTER draws its information from the data 
file provided by the STATE ADMINISTRA- 
TION OF INDUSTRY AND COMMERCE. 
Based on the information of enterprise regis- 
trations under the economic laws, this Register 
is an authoritative and comprehensive work of 
reference designed to disseminate information 
for all licit corporations. It is completely de- 
pendable, and well documented, presenting re- 
liable information and data for China's socialist 
economic construction. It further serves as a 
valuable reference source for those involved in 
the study of Chinese economy. 

It contains information on 600 Chinese na- 
tional corporations and foreign trading com- 
panies, and their branch offices. The majority 

lc | ee Uu |  oftheenterprises are new economic structures 
OMAA tC ] . which have integrated supply, manpower, pro- 
ET Ini "| 8k | . duction, sales, monetary and material re- 
GM WE GISTER | 7» | sources together to develop trade opportunities 
2 RIPE ais RSs and economic prowess. These corporations 
and companies form the core of the national 
enterprises and are instrumental in the import- 
Om cover (02 200 puse) : ing of foreign technology and equipment, and 

. US$80.00 per copy | in the development of foreign economic rela- 

: tions and trade. 
H This Register published bilingually in English and Chinese provides a company profile, 
_ copies of business licence and certificate, scope of trade and registered capital of the individual 
corporation. Through the company profile, the actual business activities are described, 
1 supplemented with names and titles of key executives and pictures of major products and com- 
nr goes. 
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_ | Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


y l — Pleasesend — — copy(s) of The Annals of China's Enterprise Register for which I enclose US$80 per copy. For 
| surface mail delivery add US$12 and for airmail delivery add US$25 per copy. 
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it necessary to develop JADI N DAMI 
mestic capability to pro- NURLY DANR 

uce all important and 
strategic goods — the list of 
which is steadily increasing — 
often with little regard to its 
economic viability. 

There is also some confu- TEM rer T 
sion about the concept of effi- |: n Enna a o Wo 
ciency, which in some circles | re s INE 
is understood as technical ef- 
ficiency as opposed to the 
economist's allocative one. As 
à result, the stress is often on 
maintaining industrial pro- 
duction at close to capacity 
levels. Efficiency is therefore 
achieved by insuring a suffi- 
ciently large market or de- 
mand for the domestic indus- 
tries’ products either through 
tariff barriers or campaigns to 
buy locally produced pro- 
ducts. 

Stiff resistance is also ex- 
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pected from companies — both private and state-owned — And, in line with its call to boost manufactured exports, on 1 
whose powerful and dominant position in their respective export-oriented industries. »- 
industries depends upon high tariff protection. Besides, Indonesian banking reforms in June 1983 have been suc- 
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given the continuing protectionist tendencies in the world cessful in attracting considerable funds, though the term 
economy there is considerable pressure to move the other have largely been relatively shorter. But what worries 
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way, Jakarta, trying to ease balance-of-payment pressures analysts, given the country's protective trade regime, is the 
two years ago, imposed additional import controls on selec- movement of additional funds into protected areas which ~ 
tive items already produced locally. are not necessarily economically viable, thus intensifying — 
Still, some industries facing a saturated domestic market the current distortion in industrial development. Experts — 
(such as textiles) are starting to look abroad for their mar- note that reforms in industry normally precede those in the 
kets. The plywood industry is also one sector. whose pro- banking sector precisely to avoid intensifying this distor- - | 


duction is largely exported. But most still prefer to expand tion. In Indonesia, apparently it is the other way round. 
backwards into intermediate and capi- 
tal-goods production given the protec- 
tionist pattern of Jakarta's industrial 
policy. 

But, though reforms are not expect- 
ed to occur soon, discussion and 
awareness of the dangers of over-pro- 
tection is growing. As the influential 
daily Kompas recently editorialised: 
"Over-protection will not make the 
people masters in their own country." 
The problem, though, is getting con- 
sensus on which industry is over-pro- 
tected. 





tured exports, the report also calls on nantly in the north of Germany. Independent Savings Bank not linked to any local authority. Autho- 
the government to manage its invest- rised by the by-laws to transact all kinds of banking business in Germany and abroad. Member of 
ment programmes more carefully. The SWIFT since 1974. Over 400 correspondent banks in Europe and overseas. 89 branches in and 
bank stressed the need to shift invest- around Bremen: overall staff more than 2000. 

ment towards more labour-intensive j | ; 

and low import-content projects. It Some figures on our performance in 1982/83: 

noted the larger shares of public in- 1982 





vestment for Repelita IV in these sec- > ; - T 
tors: notably education, public hous- Balance sheet total: DM 8,17 billion DM 8,79 billion 


: : : : - Due from customers: DM 5,61 billion DM 6,23 billion 

ing, health and family planning. But it ge Bo pot 

also pointed out the larger share allo- - Due to customers: DM 6,1 billion UM 6,60 billion 

cated to power, industry and mining — - Reserve funds: DM 0,31 billion DM 0,35 billion 

capital- and import-intensive sectors orf EO TI pv XA 
which, it argued, could reduce econo- Members of the Board of Managing Directors: Dr. jur. Heinrich Frick; Ulrich Nolle; Friedrich Rebers 
mic growth's regional and social Manager, International Division: Gerhard Puschmann 


equity effects. 
The bank's lending programme, 


amounting to US$7 billion, has con- lá 
centrated largely on agriculture, Die Sparkasse in Bremen | 


power, transport and industry. No Foreign Trade Bank since 1924 i 
major change in sectoral proportions is P.O.Box 107880, 2800 Bremen 1, F.R. of Germany, Telex 174212010, Phone: 1792180 
expected but more emphasis is likely to S.W.LF.T-Address: SBRE DE 22 : 


be placed on education, human-re- 
source development and sea transport. 
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The inside story 





of Carrian 


The name Carrian will go down 
in history as one of the great 
financial phenomena of the 
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company risen so high and 
fallen as quickly as this 
Hongkong-quoted operation, 
nor left such a trail of debt. 
Based in Hongkong, run by a 
Singaporean, financed 
primarily by Malaysians, 
Carrian is very much a 
Southeast Asian story. It is a 
story which as yet cannot 
be fully told as many 
matters are either before 
\ the courts or the subject of 
| continuing investigation. 
In this brief volume two 
journalists who have 
followed the story 
closely, Philip Bowring 
of the Far Eastern 
Economic Review and 
I| Robert Cottrell of the 
WM Financial Times, 
 —À outline Carrian's rise 
A — and fall, and provide a 
OUS. spp Who's Who and What's What 
-r of the players in the drama. They use 
documents and press cuttings in addition to their own 
words to describe the mood as well as the events of this remarkable saga. 








To: Publications Division, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Yes! Please send copies of The Carrian File for which I enclose US$6.50/HK$47.00 each (surface postage inclusive*). 


Name 





Address 
so; SE Rs C quu Oe = NETS WII ERES ay! 


*For airmail delivery please add US$2.50/HK$20.00. oat! 





Exports now need a 
slow-sinking rupee 


By Salamat Ali in New Delhi 


Local economists fear that because it is enjoy- 
ing a peak credit rating in the international 
capital markets India could fall into a debt 
trap. Their view is based largely on fears that 
during the next two years, apart from the 
steadily continuing adverse change in the ratio of conces- 
sional borrowings to commercial loans, creditworthiness 
will itself create a temptation to borrow from foreign com- 
mercial banks. 

This view is not yet shared by international capital mar- 
kets where the favourable image of India is best illustrated 
by this year's World Bank-sponsored aid-India consortium 
meeting in Paris, at which 14 countries (plus the World 
Bank) pledged US$4 billion in concessional loans, US$1 
billion more than last year. The largest part — about 
US$2.5 billion — of this year’s total pledges came from the 
World Bank itself. Besides, India’s high credit rating in 
commercial-banking circles continued to be emphasised by 

its success this year in contracting loans at only one half to 
three quarters of a point above the London inter-bank of- 
fered rate (Libor), plus negligible management charges. 

Confidence in India's economic health is well-founded in 
the short run at least. Although it is the fourth-largest 
among developing-world borrowers, after Brazil, Mexico 
and South Korea, the country's per "eis public debt of 
only US$20 is the lowest. Its 
present US$19 billion exter- 
nal debt is about 40% of that 
of Mexico and Brazil. How- 
ever, India's debt-servicing 
obligation is less then 10% of 
that of those countries. 

Foreign lenders, especially 
the World Bank, are impress- 
ed also because, unlike the 
Latin American top borrow- 
ers, India has made some- 











By Anthony Rowley 


thing of a leap forward with- ndia could afford net new borrowings of US$2 bil- 

Lio. a year from commercial sources, in order to fi- 
nance its next five-year plan, between 1985 and 1990, 
World Bank sources believe. New Delhi appears to 
agree. This would put India among the world's biggest 
country borrowers now that many of the Latin Ameri- 
can countries have lost their appetite for borrowing 
and the banks for lending to them. 

But in order to service higher debt levels, India must 
become an agressive exporter, the bank believes. Fu- 
ture growth must be based on investment that cannot 
be financed from domestic investment. External in- 68% 
vestment of all kinds currently accounts for only 
around 2% of India's total and, if New Delhi is to 
achieve the 5% annual growth rate in investments (in 
transportation, food production and employment) en- 
visaged under the seventh plan, foreign-exchange 


out becoming a threat to the 
world's banking and monet- 
ary systems. Experts such as 
World Bank vice-president 
for South Asia David Hopper 
believe that this progress 
stems from what India calls 
its “adjustment programme.” 
Aimed at increasing invest- 
ment in irrigation, energy 
and transport as well as at 
boosting exports, the adjust- 
ment programme (launched 
four years ago) produced ex- 
cellent results in the face of 
severe drought, global reces- 
sion and persistent infra- 
structural bottlenecks. 
Aimed at accelerating eco- 
nomic growth and simultane- 
ously making the adverse ex- 
ternal balance-of-payments 
position more manageable, 
the adjustment programme 
achieved noticeable success 
during its first three years. 
India broke the tradition- vd 


borrowing. 


How to get up 
with the world’s 
big borrowers 


as chrome and copper to technology — needed to im- 


plement plan targets. India will also have to get rid of 
its strict bureaucratic industrial quotas if it is to meet 
output targets for export and domestic consumption. 
The World Bank may have to put its entire Indian pro- 
gramme on the line, though, to achieve such reforms. 

AU that India is not facing 




























to achieve an average of 5° over thes 
three years. Agricultural growth hg 
remained high. Foodgrain production 
during the 1982-83 drought was T 
million tonnes more than in the equal- 
ly severe drought year of 1979-80, 
indicating a capacity to offset the” 
vagaries of the weather. | 
Hopper told the Paris consortium that India's ees 
meet its development goals under the seventh five-yes 
plan would depend upon larger foreign-capital flows. ‘h 
seventh plan (due to begin in April 1985) was being i r ne | 
tiated at a time of global decline in bilateral and multilat-- 
eral concessional! assistance. So India would have to ee pi 
tinue to borrow from commercial sources. However, ast 
terms of capital flows to India harden, the risk of severede 
terioration in the external economic environment and 
impact that this could have on the debt-service burden 
should remain sources of deep concern to the government 
of India. 





er levels of aid on the best possible terms. But me 
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T: minimise these risks, Hopper recommended hight 


respective of what aid India receives this year, In tie 
years to come a steadily rising ratio of commercial-to-co n- g 
cessiónal borrowings appears inevitable. Confirming this 


assessment, diplomatic sources told the REVIEW that 1 3 


ous Indian Government documents on the forther 
seventh plan clearly reflect New Delhi's resignation tot 

view that India should begin moving from aid to trade er n= 
phasis: ^4 


Some donors — especially the largest, the United Staten: 
— have been reducing them 
contributions to the We ld 
Bank's concessional lending ~ 
agency, the internet 
Development Association — 3 
(IDA), which grants 40-yeap s 
interest-free credits. "The" 
consequence has been a pro- 
portionate rise in interest-— 
bearing loans from the World | 
Bank, to fill the gap Indiare- 
ceived the largest share of” 
IDA funds — up to 40% bese 
fore the squeeze began. Tht 
country’s share of Wor 
Bank loans in 1982-83 | 
equally balanced between in- © 
terest-bearing and interest- 
free credits. | 
This 50:50 ratio changed to | 
63% interest-bearing d 
37% IDA in 1983-84. 
latest proportion is to be 8 a 
interest-bearing d 
only 32-33% interest 
The intention now seems *| 
be to reduce India's share ot ^ 
IDA steadily so that, by p 
88, China will share this in- 













availability will become a problem. So it must step up terest-free source equally — 
with India. An earlier fear 

Increased exports will be needed too to offset in- was of an abrupt reduction to | 
creased imports — everything from commodities such meet China's demand for IDAC 

loans proportionate to the” 


size of its population — a fore 1 
mula which so far has enas 
bled India to take the lions 
share. 

International bankers argue 
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unbearable hardship because of the downturn in IDA 
flows, because the reduction in IDA credits does not mean 
an end of concessional loans. At present, the World Bank 
aid to India (including both interest-bearing and interest- 
free loans) averages out at less than 5% on interest charges 
and over 30 years for repayment. Compared to Mexico, 
Brazil, South Korea and most other borrowers which based 
their development on commercial loans, India has plenty 
of room to absorb forthcoming reductions in IDA 
flows. 

Those who favour export orientation of the economy 
argue that India has not so far really begun to export indus- 
trialised goods, except to a limited extent in engineering. 
They point out that though Mexico, Brazil and South Korea 
have large debts, their base of export-oriented industries is 
enormous in relation to that of India where 
foreign-exchange earnings constitute only a 
small part of gross national product. This 
has meant low growth rates. 

Indian i onentísts are divided over the 
country's ability to repay external debt. 
They agree on the good short-term pros- 
pects arising from strong agricultural 
growth. Mid-term prospects, however, re- 
main problematical, partly because of the 
adverse trade gap which is likely to persist 
over the next few years, as will the bunching 
of loan-repayment obligations over the 
same period. Debt servicing is projected to 
treble in five years, from Rs 11.45 billion 
(US$995.65 million) in 1981-82 to Rs 31.2 
billion in 1986-87. Some Rs 240 billion will 
be needed to buy goods from abroad and to 
repay loans in order to preserve the present 
economic growth rate. Experts estimate 
that, unless new oilfields are discovered and 
developed, India's current oil-import bill of 
US$3 billion net of exports could rise to 
US$6.5 billion dollars at current prices by 
the end of the present decade 


ptimists have a different view. In- 
O:- current debt-service ratio is 
14% and though it is likely to rise to 


20% by 1987-88, by then export earnings of 
currently around Rs 100 billion annually 
could double, provided liberal policies are 
maintained. They also point to buoyant re- 
mittance flows from Indian workers 
abroad. The crucial factor here will be the 
Indian exchange rate which, if allowed to 
find its own level (by sinking gradually), 
could produce a spurt in exports compara- 
ble with that produced by the sinking of the 
rupee along with ster ling in 1975. The rupee 
is now linked notionally to a basket of five 
currencies — the US dollar, Deutschemark, French franc 
and yen, with ster ling serving as an intervention currency. 
However, ups and downs in the value of the rupee an- 
nounced by the Reserve Bank of India from time to time 
bear little relation to the behaviour of these currencies 
around the world and seem based on other considerations. 

Although Indian Finance Secretary P. K. Kaul argues 
that aid remains crucial for India, because even a marginal 
shortfall can create severe disruption in the development 
programme, optimists base their predictions on the new 
liberal investment and import policies. These represent a 
depar ture from the traditional policies emphasising social- 
ism. Critics still assert, however, that the government di- 
vides its time between export-pr omotion and planning oc- 
casional nationalisation of private industries. 

One indicator of the new realities is the opening of an of- 
fice of the International Finance Corp. (IFC) — an invest- 
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India's Insat-1B leaving Discovery: telecoms are going private. — 
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ment affiliate of the World Bank — in New Delhi recently. 
The IFC, in the words of its resident director, A. A. Thar- 
maratnam, “sees a role for itself in India in developing the 
private sector because of its ability to provide debt financ- 
ing, equity support and consultancy services, thus serving 
as a catalist in bringing together forei gn and local capital 
through joint ventures. " 

Another sign of change is a steady expansion of the pri- 
vate sector into areas previously reserved for the public 
sector. There has been, for instance, encouragement for the 
private sector to import technology and permission for 
foreign investors to repatriate earnings from direct invest- 
ments. Following collaboration between Suzuki of Japan 
and the Maruthi Car Co. of India to manufacture cars lo- 
cally, the private sector is being allowed to enter the tele- 
communications sector: and a decision is expected soon al- 
lowing the private sector to set up three huge fertiliser 
plants based on gas from Bombay offshore oilfields, in col- 
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| laboration with Japanese firms. As one foreign banker put 


it, the policy of gradual opening up and the inevitability of 
export orientation also making it an integral part of pro- 
duction and industrial efficiency, has firmed up in India 
and may have become irreversible. 

Few dispute that, with a large industrial base which in 
some sectors is quite sophisticated, India cannot remit un- 
restricted imports at the expense of local industrial in- 
terests. But it needs to export goods that people abroad 
want and what is needed for that is improved technology, 
which must be imported. New Delhi has seen the need for 
such imports, but so far has believed they can be a one-shot 
affair. Foreign businessmen complain that India wants to 
sign licensing contracts for four to seven years, absorb 
technology and then carry on independently. Indians have 
just begun seeing that continuing collaboration could be in 
their own interest also. m 








Trade finance and 


Arab Banking Corporation. 


[n international trade, vou need a bank with acceptances but also innovative financial 
the expertise and strength vou Can rely On: the kind ol desiened lor your specifie re quiremt nis 
services that make that important difference. For example. ABC recently as: 

\rab Banking Corporation (ABC) effectively agricultural and industrial export drive by d. 
and successfully finances trade between the Arab a financial package provided by 27 internat 
countries and the rest of the world by providing and involving 9 agricultural products. ovet 
thorough knowledge of the clients. the business and the agricultural co-operatives ind 12 / m] Ju tM ie 
opportunities in the Middle East and North Mrica. countries. This facility helped to € ntrali 
\BCs international network of branches and su bsid- efforts and ensures a substantial flow of for 
iaries. stalled by financial managers with international exchange to that country. 
as well as Middle East expertise. is at your disposal to To make the most of vour reso 
arrange not only documentary credits. guarantees and callon ABC. { 


The Bank with performance and potential. / V 


iA | 
Head Office: P.O. Box 5698, Alia Building. Diplomatic Area, Manama. Bahrain. IEZA 
Iclephone: 232235. Telex: 91432 ABC BAH BN. i 
Branches and subsidiaries in New York. London Singapore Milan. Grand í 


Barcelona. Frankfurt and Monte Carlo 
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OKOBANK is supporting the sound of strings. It has provided Finnish musicians with four precious instruments made by 17th- and 18th-century 
Italian masters. The Jean Sibelius Quartet brings harmony to the most intimate works in the chamber music repertoire. 


Harmonious cooperation is also the hall- results together. Service, flexibility and expert- 
mark of our banking philosophy. For over eighty ise form the sounding-board for our national 
years, we have brought it to the three-move- and international operations. 
nent process of cooperating with our clients: We believe banking, like music, knows no 
Jiscussion, making decisions, and enjoying the borders. 


OKOBANK 


OSUUSPANKKIEN KESKUSPANKKI OY 


- SIRIKING THE RIGHT NOTE — 


Mail address: PL 308, SF-00101 Helsinki 10. Tel.: +358 0 4041. Telex: 124714. Cables: OKOBANK. S.W.I.F.T.: OKOY FI HH. Shareholdings: London 
& Continental Bankers Ltd., London, B.E.G. B: ink Europáischer Genossenschaftsbanken, Zurich, UNICO ) Investment Fund Management Company 
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SOCIOLOGY 


Examination of the ethos 


The Chinese in Southeast Asia, Vol. 2: 

, Culture and Politics edited 

by L. A. Peter Gosling & Linda Y. C. 

Lim. Maruzen Asia, Singapore. No 
price given. 


Tus book, comprising two volumes, 
bears the same title as the pioneer- 
ing work done by Victor Purcell. But 
unlike Purcell's book, which was writ- 
ten by him alone and covers all coun- 
tries in Southeast Asia using a common 
framework, this is a collection of di- 
verse conference papers covering only 
four countries. The first volume con- 
centrates on ethnicity and economic 
activities, 

Volume 2 is a collection of 12 papers 
and one introductory review by one of 
the editors, covering four countries: 
eight papers on Peninsular Malaysia 
(none on East Malaysia); two on Thai- 
land; one on Singapore, and one gen- 
eral article with some reference to Java 
and Peninsular Malaysia. It ought to be 
pointed out here that Southeast Asia 
consists of the three Indochinese 
states, the six Asean countries and 
Burma. The title is thus misleading. 

Among the 12 articles published in 
this volume, there are a number of ex- 
cellent case studies. Tan Chee Beng's 
study is on the Baba, who are still 
Chinese rather than “half-Malay and 
half-Chinese." Nevertheless, the Baba 
Chinese culture is different from 
"pure" Chinese culture. However, as a 
result of changes in the socio-political 
system in recent years the Baba are 
currently being “re-Sinicised.” 

Also on Peninsular Malaysia, Sha- 
ron Carstens’ paper discusses the 
Hakka Chinese in Pulai. It attempts to 
examine the Pulai Chinese cultural 
identity in the context of Malaysian 
identity. Her findings are interesting: 
there is a decrease in the importance of 
dialect-group loyalties paralleled by 
deepening ties to local areas within 
Malaysia. She also discovered that the 
structure of loyalties "has remained 
unaltered, but [that] they have trans- 
ferred to a new setting. Thus, loyalty to 
an ancestral region in China has been 
replaced by loyalty to one's place of re- 
sidence in Malaysia." 

Still on Malaysia, Lo Kok Wah's 
paper examines the ethnic politics in 
Kinta. It discusses the transformation 
from class to ethnic politics in an area 
where the Chinese-based opposition, 
the Democratic Action Party, is domi- 
nant. He concludes that owing to the 
existing political structure — based on 
ethnic groups — the people in Kinta 
tend to think and act in ethnic terms. 
Nevertheless, he also noted that "in 
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Kinta at least, support for the opposi- 
tion remains rooted in socio-economic 
frustration with the authorities as 
well.” 

An equally interesting study is 
Christina Blane Szanton’s paper on 
inter-ethnic relations in a small town 
in Thailand. Using Sri Racha as a case 
study, she tries to demonstrate the pro- 
cess of assimilation of Chinese mi- 
grants and their Thai-born descen- 
dants in post-war Thailand. Arguing 
that “while some acculturation with 


the Thai has been occurring, assimila- 
tion is not taking place to the degree 
that has been commonly predicted.” 
She compares her findings with G. 
William Skinner's excellent study on 
the Chinese in Bangkok, noting that 
“marriages between Sino-Thai and 








Thai were not as common in the 1970s 
as Skinner's analysis of Bangkok in 
1952 might have led us to expect." 


owever, there are also articles in 
the volume which are rather poor. 
Douglas Reybeck's article, for in- 
stance, is marred by errors and his 
tvpologies of Chinese adaptation are 
nothing new. Being unfamiliar with 
the situation other than that in Penin- 
sular Malaysia, he makes mistakes 
which could have been avoided: he 
notes that Clifford Geertz' study is on a 
West Java town, Mudjokuto. In fact, 
the town is in East Java. He also stated 
that Mely G. Tan's monograph is a 
study of ethnic Chinese and their rela- 
tions with Javanese in Sukabumi, a 
Central Java town. In fact, Sukabumi 
is a West Java town where the indigen- 
ous population is Sundanese! 
In the same article, Reybeck main- 
tains that Chinese communities have 
succeeded in preserving their tradi- 


1 
Malaysian Chinese children: a study of cultural identities. 
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tional culture. He also argues that the 
Totok of Indonesia is an example. A 


| closer look at the situation in In- 


| donesia since 1966 might lead us to à 
| different conclusion. With the closure 
of the Chinese-medium schools and the 
discouragement of things "Chinese," 
even Totoks are rapidly “Peranakanis- 

d" (indigenised). The shortcomings 
are also partly a result of Revbeck's use 
of outdated reference books and arti- 
cles. 

The introductory article by Peter 
Gosling, besides reviewing the other 
papers in the volume, also raises some 
interesting issues. But they are not suf- 
ficiently backed up by the other 
studies in the volume. As it is, the book 
is too ambitious. To some degree, it 
does cover the "identity, culture and 
politics" of the Chinese in Southeast 
Asia asthetitlesuggests, but in essence 
it presents scattered examples of the 
problem of Chinese identity and inter- 
ethnic relations in a few Southeast 


Asian countries. Culture and politics 
in the proper sense are not really dis- 
cussed except in one or two articles. It 
is also worth noting that there are a 
number of interesting questions which 
remain largely unanswered 

For example, is conflict between 
ethnic Chinese .and “indigenous” 
populations caused by the existence of 
different cultures or different socio- 
economic classes or a combination of 
both? Are acculturation and assimila- 
tion preconditions for the avoidance of 
ethnic conflict? Do we have evidence 
that where the Chinese are more accul- 
turated and assimilated there is an ab- 
sence of ethnic conflict? Or, in fact, is it 
the attitude of the power elite in the 
country concerned which determines 
the intensity, or the presence or ab- 
sence, of ethnic conflict between 
Chinese and non-Chinese in Southeast 
Asia? 

A last comment: the book needs an 
index. — LEO SURYADINATA 





































































mes Clad in Kuala Lumpur 

| alaysia's national oil company, 
. Petronas, is to take over Bank 
Bumiputra | Malaysia Bhd 
BMB); the country's largest com- 
jal bank — now 86.7% owned by 
ant Permodalan Nasional Bhd 
w the National Equity Corp:), 
sia's foremost bumiputra holding 
pany. At the same time, PNB is 
n PEME s 30% stake in Malayan 


ast. S Hankets privately describe 
ons. announced on 14 Sep- 
which involve Petronas pur- 
^"NB's 933 million. (M$1) 
BBMB, as "the Bovernment 
he bes of a bad situation." 
designed to boost 
je, ravaged by the 


jumiputra Malaysia Fi- 
AF), to the now. bankrupt 
roup in Hongkong. BBMB's 
ital — pdt us in 


ot 3 Petronas most recent 





the year to 31 March): 
timing of the Petronas move is 
in January (REVIEW, 26 Jan.) 
e Minister Datuk Seri Mahathir 
mad appointed a three-man 
mmittee of inquiry to investigate 
MB s lending system. Its report is 
before Finance Minister Daim 
uddin and the bank's directors. 
[he government has promised to make 
ts findings public. 
though Petronas lopped M$1 bil- 
on off the bad loans’ book value in 
ing its deal with PNB, in effect, it is 
being forced to pick up the tab for the 
arrian loans fiasco — "bad bank 
ans for good oil money," said one 
onas official privately. Whatever 
results of the three-man investiga- 
headed by Auditor-General Tan 
Ahmad Noordin Zakaria, the Pet- 
d: takeover will be a fait. accompli 
y the time the bipes n which: it re- 








- 100% -owned © 


tax profit was M$2.5 bit- 





Thrive on 


a ae find their Way into. the 1985 
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sity of Malaya economist Dr Chee Peng 
Lim, who said after the takeover deal 
was announced: “Petronas is flush 
with liquid cash and it is in the best po- 
sition to bail [BBMB] out of its trou- 
bles." 

BBMPB's  capital-account.. boosting 
exercise with Petronas and PNB has 
several interesting features. | First, 
in putting out M$729 million for 
BBMPB's 54 million Malayan Banking | 
shares, PNB (already with M$3.5 bil- 
lion in investments) has paid a huge 
M$4-per-share premium. over current 
market values that will give BBMB a 
useful M$589 million extraordinary 


. profit this year. (The price amounts to 


420% more than the.M$140.2 million 
BBMB pei for its d Banking 
EE receive no pratit on the side of its 
BBMB stake. Both features help soften 
the blow for Petronas. 

A third feature lies in the deal's sec- 
ond prong: Petronas will take’ upanew 


issue by BBMB of 300 million new. or- 
the M$300 million 


dinary shares: 


raised will flow into the bank's capital 
account, along with the funds received 
from Petronas: 

PNB's need to unload its BBMB 
shares has become increasingly obvi- 
ous over the past year: not only has the 
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investment in the bank tied up scarce 
funds, but, some analysts suggest, the 
bank's. Hongkong exposure' also has 
threatened to depress severely this. 
year's dividend payout to the approxi- 
mately 1.5 million «shareholders in 
PNB's bumiputra unit-trust. scheme: : 
more than one-third of Malaysia's 
bumiputras (indigenous . people, 
mainly Malays) have subscribed to the 
Amanah Saham Nasional(ASN)on the 
promise of an effective 10% annual di- 
vidend and it is vitallyimportanttothe 
government that these: expectations be 
met. 

Some had: expected the govermment 
to shoulder the BBMB burden directly 
(the Finance Ministry will continue to. 
hold the remainin esin BBMB) 
but sources suggest -was rejected 
because the move would have exposed 
the peace AM to awkward question- 
ing. Even now, the deal oad menainive 
dimensions. | 








is a Teen end not aa 
‘bumiputr a corporation, Petronas’ 
is being. asked. to shoulder 
BBMPB s loss, with resulting profitand 
dividend reductions of at.least M$200. 
million in its eurrent repor ting: geasá à 
according to sources. >: 3 

The e x Gover nment owns 
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The Malaysian Government wants to sell off its costly 
auxiliaries in an effort to cut its budget deficit | 


inance Minister Daim Zainuddin's 

14 September announcement of the 
takeover of Bank Bumiputra Malaysia 
by Petronas, the national oil corpora- 
tion, may be the first of many state- 
ments from his office advising changes 
in ownership of government, or quasi- 
government, enterprises. 

In a pre-budget interview with the 
REVIEW, Daim said he aims to acceler- 
ate "privatisation" of the govern- 
ment's commercial holdings and to 
speed the development of heavy indus- 
try. But the 46-year-old businessman 
(who had not, until 14 July, held 


ministerial rank). said many of his 


strategies are long-term: "Only some 


eral parliament. about 17. October. 

Daim sees these two basic strategies 
ultimately leading to.a sounder econ- 
omy and to reducing both a balance- 
of-payments deficit which has become 
chronic since 1979, and. a growing fed-. 
eral government deficit — forecast this 
year to top M$7.9: billion (US$3.36 bil- 
lion). “We have traditionally been a. 
balance-of-trade surplus country, but: 
this changed abruptly in the last d 
years," he said, | | 
Since 1980, Malaysia Dae run. up als 
most M$25 bil cumulative bal- 
di ded i e -account 
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100% of Petronas’ share capital, and 
most of the government’s non-tax re- 
venue comes from Petronas dividends. 
Government services, rather than ASN 
shareholders, seem. destined. now to 
carry the BBMB burden. BBMB's last 
annual report, for the year ended 31 
December 1982, showed total assets of 
M$17.3 billion. Although due on 30 
June, the 1983 accounts have been 
twice postponed; reliable sources said 
they will not appear until November. 
When they do make an appearance, 
they are likely to show a mixed picture 
of a declining relative and absolute 
market share coupled with buoyant 
performances by some of BBMB's sub- 
sidiaries. 

While receiving diminishing interest 
from its Hongkong loans — just 
HK$3.6 million (US$461,538) in July 
— BMF continues to extend local cur- 
rency loans — HK$11.1 million in June 
alone. Included in this subsidiary's 
HK$1.35 billion current and fixed as- 
sets notation for July are loans and ad- 
vances totalling HK$1.15 billion — 
another M$450 million approximately 
in exposure, some of it Carrian-re- 
lated. 

In the first two quarters of this year, 
the REVIEW has learned, BMF received 
only HK$30.8 million in interest pay- 
ments on this sum while other income 
for the six months came to just 
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fixed loans, overdraft and othe "E 
facilities, the bank has also E 
keener competition since 1981. IT 

The much-needed Petronas capital E. 
infusion should enable BBMB to do 7 
more than just cover its Hongkong exa 
posure; senior sources within the bank i 
| have said that BBMB was unable te 7 


with the BBMB) virtually guarantees 
thatthe bank will remain a major force 
in commercial banking, BBMB's share 
of total deposits in Malaysia has been 
declining since 1982. 

There has been a similar trend in 


cluding its policy to place deposits 
fixed and current deposits; in the latter | 
| 


HK$8.87 million. One US$1 million | category the swing against BBMB in | meet the central bank's 4% capital i 
loan to a Hongkong borrower, Tetra | 1983 was a one-third drop in market | adequacy ratio (the proportion of ~ 
Finance, remains owing but BMF ad- | share — reflecting a share of current | shareholder capital to outstanding — 
vised its parent bank in June that Tetra | deposits down from 37.4% to 22.9%. | liabilities) during the first five months — 
had gone into liquidation and de- | Only in savings deposits (of which | of 1983, though after the July 1983  — 
faulted on its repayments. BBMB last year had 21.8%) has the | PNB injection, the figure jumped ta —3 
Although government backing (in- | trend gone the other way. In trade bills, | about 9%. B8 i 
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consultancy fees, and travel and edu- 
cation expenses abroad). The deficit in 
the services account — which mea- 
sures invisibles transactions — has 
climbed from M$4.7 billion in 1981 to 
an anticipated M$9.5 billion this year. 
"Our invisibles deficit," Daim said, 
"has become only too visible." 

In deciding how the government 
should combat this trend, Daim sees 
little chance of getting Malaysian ex- 
porters to improve dramatically their 
use of local shipping or insurance 
facilities. He said he (unlike some 
cabinet colleagues) does not take 
"simplistic" panaceas to "sell cif and 
buy fob" very seriously. On the other 
hand, he said that boosting domestic 
tourism promises quicker results — a 
sentiment that might presage an exit 
tax on overseas travel in the upcoming 
budget. He refused to be drawn, how- 
ever, as to whether the budget will im- 
pose stricter controls on large offshore 
remittances. 

Malaysia's estimated merchandise 
export receipts for 1984 at first glance 
seem to belie Daim's concern. Cee 
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Although better overall commodity ~~ 
returns have helped improve govern- 77 
ment revenues (through corporate — 
taxes and export levies). these havenot  — 


figures normally given only in the 
budget presentation, the minister said 
petroleum, now being pumped at an 
unprecedented 440,000 barrels a day, 


will bring in 22.1% of Malaysia's earn- | oütpaced the rise in government — 
ings this year — :M$8.46 billion. | operating expenditure. In effect, a 7 
Liquefied natural gas, only recently | "lock-step" relationship, apparent 1 


since the mid-1970s, between the re- | 
venue the government receives and the —3 
amount it pays to run itself, still | 
applies. 

Treasury data show that cumulative 
January-June 1984 figures at first gave 
room for guarded optimisim: revenues 
(at M$10.11 billion) seemed to be over- 
taking operating costs (M$8.34 bil- 
lion). But full-year estimates now 
show operating costs spiralling to 
M$21.32 billion, 12.1% more than 
budgeted last year and only marginally 
below total 1984 revenue of M$21.46 
billion (also an impressive 12.1", more 
than forecast). 

This is doubly worrying to Daim: 
first, unless disbursement for the 1984 
budgeted development expenditure 
(M$8.08 billion, a 23.3% cut from the 
preceding year's spending) is held up, 


on-stream, will add another MS1.74 


billion or 4.6% of total earnings. 
P oil remains the largest non- 
petroleum commodity earner for the 
second successive year, bringing in 
M$4.65 billion (12.1% of total earnings 
and 27% more than Treasury projec- 
tions last year). Rubber, however, will 
disappoint: it will yield only M$3.76 
billion (9.8% of export receipts); 15% 

less than expected. 

These and other exports will bring in 
M$38.28 billion in 1984 — but not 
enough to bring the overall balance of 
payments back into surplus; even on 
the basis of a M$3.5-4.5 billion mer- 
chandise trading-account surplus, the 
growing invisibles deficit will still pull 
the overall payments positión into 


deficit.. 
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k the overall government deficit could be 
— much higher than the M$7.9 billion 
forecast. Secondly, operating costs 
— continued to be tightly restrained this 
— year and the inexorable upward cost- 
_ push of the government machine must 
be profoundly discouraging. Daim in 
~ fact holds out little hope for holding 
— down operating expenditure; nonethe- 
— Jess, data obtained by the REVIEW show 
— that, for planning purposes at least, his 
— ministry has budgeted operating costs 
~ at M$20.17 billion for the 1985 budget 
—— and expects revenues of M$20.61 bil- 
—  Jion over the same period. 
; All this may be impelling Daim to 
— take what he calls “large-scale, 
— prompt and serious" steps in the com- 
ang year to privatise government enter- 
— prises such as port authorities, tele- 
- communications (REVIEW, 6 Sept.) and 
— the Malaysian Airline System. Daim 
— also hinted that large, but uniden- 
_ tified, government assets will be sold 
— off at the right moment as part of the 
— privatisation drive. "It's the No. 1 
— priority as far as I'm concerned," he 
— said, making it clear that he sees the 
- "strategy as addressing both the pay- 
— ments problenf (privatised enterprise 
- will make the economy more efficient) 
- and the government deficit problem 
(privatisation will cut down public- 
sector costs). 
i Of the two problems, the overall 
cA position appears to trouble 
im the most, and there is widespread 
speculation that the budget will 
tighten offshore borrowing guidelines, 
especially for the government-owned 
off-budget agencies. Daim also is in- 
tent on lifting banking deposit rates to 
enable more domestic financing of 
public and private expenditure. "The 
cash is around but not in the banks 
where it belongs," Daim said, possibly 
pointing to other budget initiatives af- 
fecting savings. JAMES CLAD 
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The IMF expresses concern over the persistence of 
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high interest rates and the growth of protectionism 


By Robert Manning in Washington 


he International Monetary Fund's 

annual report, in a tone of qualified 
optimism, hails the performance of the 
world economy in 1983 and early 1984 
as significantly better than in recent 
years. Improved economic perform- 
ance in the industrialised countries, 
marked by the lowest inflation rates 
*in 15 years," and a substantial reduc- 
tion in the current-account deficit of 
developing countries were a product of 
the adjustment process. 

But the report qualifies its general 
optimism, pointing out that less-de- 
veloped countries (LDCs) “were gener- 
ally unable to resume the momentum 
of their economic development” and 
warning that the “persistence of high 
interest rates” posed a threat to sus- 
taining and broadening the recovery. 

In releasing the report, a curtain- 
raiser to the IMF/World Bank annual 
meetings, IMF officials emphasised 
their concern about interest rates, and 
called the current exchange rate of the 
US dollar “unsustainable.” The report 
stresses the need to maintain monetary 


discipline, and argues that “a number | 


of policy adaptations will be needed to 
sustain the expansion in a balanced 
manner.” 

It also stresses the need “to frame 
fiscal policies in such a way that the 
conflict between government and pri- 
vate demands for credit are 
minimised," and adds: "Of major im- 
portance is a concerted attack on 
structural rigidities that hamper the 
effective functioning of many indus- 
trial economies. " 

The report says that if fiscal policies 
do not minimise the conflict between 
public and private credit demand, there 
will be upward pressure on interest 
rates, jeopardising "the stability of the 
recovery and undermining the adjust- 
ment efforts of developing countries. 

A recurring theme in the report is 
grave concern over protectionism, 
which it says is *possibly the most de- 
trimental effect of the economic prob- 
lems faced by developed and develop- 
ing countries." The report argues that 
"the proliferation of trade barriers has 
now reached a stage at which the effec- 
tiveness of exchange rate adjustments 
and the efficiency of the multilateral 
trading system are in jeopardy.” 

It notes that "the past four years 
have been a period of substantial di- 
vergence in the thrust of fiscal policy 
between the United States and other 
industrial countries." It adds that out- 
side the US, there has been a contrac- 
tive thrust in fiscal policy in the direc- 
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tion of a reduction in budget deficits. 

IMF staff project a 4.9% economic 
growth rate in 1984 for the industrial 
world, with a slower pace of 3.4% pro- 
jected for 1985. Expansion in LDCs is 
estimated at 3.7% for 1984 and is pro- 
jected at up to 4.3% for 1985. Although 
bemoaning the effect of adjustment 
policies on the domestic economies of 
LDCs, the IMF report nevertheless 
calls for additional measures to 
streamline their economies. 

It calls for removal of the "rigidities 
and distortions" fostered by high rates 
of inflation, domestic price controls, 
overvalued exchange rates and trade 
restrictions. "Progressive removal of 
such impediments to fuller and more 
effective use of real resources must be a 
central feature of programmes of eco- 
nomic adjustment," it adds. 


Tk report criticises the lack of pro- 
gress in returning to stability in in- 
ternational currency markets, primar- 
ily due to high interest rates. “Con- 
vergence of real interest rates could 
promote a more stable pattern of ex- 
change-rate developments,” it says, 
adding that it would be desirable for 
fiscal and monetary policies to foster 
such convergence “by taking adequate 
account of differences among coun- 
tries in the flow of saving relative to 
the demand for private investment.” 

In LDCs, inflation remains a serious 
concern. Consumer price rises in 
LDCs, the IMF says, will average 44% 
in 1984. One area where there has been 
a lack of progress in stabilising ex- 
change rates is in movement towards 
“the attainment of balanced and con- 
sistent macro-economic policies so as 
to reduce the incentive for the shifting 
of financial assets among currencies in 
search of relatively high returns.” 

In regard to monetary policy, it notes 
that there has been increased reliance 
in the past few years on the control of 
monetary growth to set monetary 
policies. The IMF report notes a sharp 
improvement in the current-account 
position of LDCs, where combined de- 
ficits fell from US$109 billion in 1982 
to US$56 billion in 1983. It says the 
combined deficit of the 25 largest bor- 
rowers fell from US$80 billion to 
US$40 billion between 1981 and 1983. 

One product of the adjustment pro- 
cess is “import compression,” espe- 
cially in non-oil producing LDCs. 
Their imports fell by US$61 billion be- 
tween 1981 and 1983. However, in Asia 
imports barely dropped at all in 1982, 
and picked up in 1983. 



























Everyone, it seems, has a computer designed especially 
for you. Choosing a corporate computer system has never 
been easier. Or more risky. 2 bs 


But, as a buyer, you're in a position to be highly 
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selective. At Honeywell, we place as much emphasis on 
. understanding your specific needs, as in developing 


computer systems to efficiently meet them. 
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Over r US$5.5 billion. 
What has kept Honeywell at the forefront of t 
computer age is our unique approach. To us n 































Berliner Bank is one of the large 
| an banks with excellent international 





perience in corporate business. . 
oo further information, ey contact 
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Branches in Berlin Nest), Dusseldorf, 
Frankfu /Main, Hamburg, Hanover, Munich 
and Stuttgart. — : Lea 
Our London Branch is active in trade 
. financing, money market operations, foreign 
. exchange and other services: 
BERLINER BANK AG, Morgan House, 1, Angel 
Court, London EC2R 7HX, Tel. (01) 726 65 2L. 
Telex 884 131 bblo g. ; 
| Our subsidiary in Luxembourg offers 
special Euromarket financing and investment 
services: BERLINER BANK INTERNATIONAL - 
5. À., 60, Grand Rue, Luxembourg, Tel. 47781, 
Telex 1803 bbicr lu. 














Filipina maids in Hongkong: less cash flows home. 
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Wages tip the balance 


Economic problems at home and abroad dampen hopes of 
increasing workers' remittances to the Philippines 


By Jose Galang in Manila 


C ut-throat competition prompted by 
slower construction activity in the 
Middle East is eroding Philippine 
hopes of generating increased worker 
remittances as a means of holding 
down — if not altogether offsetting — 
the country's balance-of-payments de- 
ficit. 

The Central Bank of the Philippines 
estimates that in the first half of 1984 
total remittances made through the 
banking system by Filipino overseas 
workers amounted to US$328 million, 
down 32% from the US$483 million re- 
mitted in the same period in 1983 and 
representing only 34.4% of total remit- 
tances during the whole of 1983. Thisis 
despite what the Philippine Overseas 
Employment Administration (POEA) 
reported was a 10.5% increase in the 
number of Filipinos employed abroad 
in the same period. 

With recruiters. of labourers for 
overseas .placements predicting a 
slowdown in hirings during the rest of 
the year, indications point to a sharp 
fall in remittances. For the country's 
economic planners, this may mean a 
change of tactics in their continuing 
efforts to snare more foreign-exchange 
earnings. Although the overall pay- 
ments position showed a reduced de- 
ficit in the first half of 1984, this was 
the result of a tight rein on imports 
rather than of increased revenue. 

The contribution of workers' remit- 
tances to the economy in 1983 of 
US$953 million cannot be underesti- 
mated. The amount.compares with a 
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current-account deficit of US$2.72 
billion and overall balance-of-pay- 
ment deficit of US$2.46 billion for the 
year. The inflow of funds was equal to 
38% of the combined earnings (of 
US$2.5 billion) of the country's top 10 
export products in that year. Remit- 
tances also eclipsed earnings of the top 
export item, semiconductors, by 28%. 
A comprehensive programme to tap 
this rich source of dollar revenue was 
adopted in the late 1970s following the 


—— 


Employment quickly rejected this, but 
actual wages appeared to have fallen. 

The ministry had noted that while 
the number of Filipinos newly engaged 
for construction and other jobs requir- 
ing less skills had decreased, recruit- 
ment for higher-paving service and 
maintenance jobs had gone up. The 
POEA had reported separatelv that in 
the January-July period, the number 
of professional and technical workers 
hired abroad went up by 18%. How- 
ever, this trend was not reflected in the 
remittance reports of banks in the first 
half of 1984. 

Also a factor in the lower wages now 
being paid to overseas Filipino work- 
ers is the current high unemployment 
in the country. In the first eight 
months, for instance, some 64,000 peo- 
ple lost their jobs. The labour problem 
is compounded by the fact that about 
700,000 new workers enter the labour 
market each year. According to some 
workers, emplovers in some Middle 
East countries exploit this situation by 
offering low wages, which are quickly 
accepted as better than nothing. 

Still, earnings of Filipinos employed 
abroad are higher than those of aver- 
age office workers in Manila. A Labour 
Ministry survey showed that nearly 


| 60% of overseas workers earned some 





success of a small number of construc- | 


tion companies in the Middle East, 
which was then experiencing a build- 
ing boom. In 1983, the number of 
Filipinos hired for work abroad in- 
creased (despite earlier fears of a de- 
cline) by 38% to 434,207. But the eco- 
nomic and other problems being ex- 
perienced by some Middle East coun- 
tries, combined with the Philippines' 
own economic crisis, have started to 
dampen this programme. 


e» of the reasons cited by some 
government officials and labour 
recruiters in the private sector has 
been the decline in wages being offered 
to Filipino workers. One project 
contractor recently advocated a cut in 
the Filipino workers' official minimum 
wage — from the present US$240 a 
month to US$180 in the case of skilled 


|, seamen. 


P2-7,000 (US$111-389) a month 
Recent government figures showed 
that in June 1984, daily earnings (basic 
pay plus mandatory allowances) of the 
average Manila worker amounted to 
nearly P52 (or P1,200-1,400 a month) 
while the purchasing power has been 
eroded by an inflation rate which now 
runs at some 50% on an annual basis 
This consideration is foremost in the 
minds of most Filipinos applving for 
jobs overseas, the survey noted 


f the total of 281,904 Filipinos 
hired overseas in the January-July 
1984 period, land-based workers com- 
prised 88.9% or 250,468; the rest were 
Of the land-based workers 
hired or rehired in the period, 85.1% or 


| 213,271 went to Middle East countries 


and 10.5% or 26,251 were deployed to 
various Asian nations 
Another reason for the drop in re- 


| ported remittances is probably the 


growing "leakage" of earnings from 


| the banking system. Central bank gov- 
| ernor Jose Fernandez told the REVIEW 
| that a big gap in the official ex- 


change rate and the black-market rate 
of the peso and the US dollar would 
normally encourage remittance of 
earnings through other channels 

In 1983, the central bank launched a 


|, scheme to encourage overseas workers 


workers — to enable them to compete | 


against lower rates (US$150 a month 
for skilled workers and US$100 for un- 
skilled workers in some cases) being 
offered for workers from other Asian 


to remit their earnings through the 
banks. Under the scheme, called 
“Suwerte sa Bangko” (Luck in the 
Banks), a raffle ticket was issued for 
every US$100 or equivalent in other 
currencies remitted through par- 
ticipating banks 

The programme was aimed at ensur- 


125 































































the KR e ment term 7€: 
he central bank held lotteries 
picked 100 winners, each of 
received P100,000. The scheme 
er revised then scrapped in 
jecause its cost was rising with- 
;ecessarily generating increased 
mittances. 

The drop in workers' remittances ac- 
ially became pronounced during the 
t four months of 1983 when the 
*k-market dollar rate went as high 
% above the official rate. Monthly 
mittances fell from the peak of 

$117.5 million in August to a low of 
3$77.3 million in December. The dif- 
ce between the official rate and 

lack- market rate has since nar- 























hilip Bowring in Hongkong 
hgkong's export-led boom will 
enerate 8% growth in gross 
stic product this year, according 
-latest estimates of Financial 
Sir John Bremridge. His 
ear review of the economy con- 
d cno, surprises: dramatic in- 
in exports being partially 
y declining private-sector in- 
- While consumer demand 
eadily i inline with overall GDP. 
rnment finances are in better 
suggested in the February 
but still give cause for concern; 
r-price: inflation has con- 
to fall, but it was. 1096 more 
earago and with the prospect 
y year-end it remains signific- 
igherthan in major markets and 
ompetitor countries. 
"he question now is whether Hong- 
ig has the capacity to sustain this 
f advance. Although in the past 
ngkong has enjoyed several succes- 
ears of double-digit growth, con- 
ns now may be less favourable. 
export boom has absorbed almost 
cess labour. Unemployment has 
n to.3.995 which is, given the 
sti k used, virtually full employ- 










































question must now be asked 
r, assuming that export mar- 
emain. buoyant, 
turers can meet demand with- 
a faster growth in the labour 





ots remain on longer-term prospects 


across the board. Oi 
rade-depend S to 1 heads for 896 annual Srowth,. 
GDP growth for 1983 from 5.9% to 






Hongkong's 


vhi hi is most. unlikely, ora high l 
of i vestment i in. WR ME. 


ar] 
the eae date of their work passes, 


making the remittance flow unpredict- - 


able. 
Recent 
plemented by the Philippine Govern- 
ment include some which are bound to 
further hurt the overseas-employment 


revenue. measures im- 


crease in the tax collected on individu- 
als travelling abroad. Although over- 
| seas workers were recently exempted 
from the travel-tax increase, there is 
no. guarantee that it will not be pushed 


through in the future. Similar moves in.. 


| 
| 
i 
| 
| 
| 
| industry. One such measure is the in- 
| 
= the past were eventually implemented 


5.2%. The main reason for the change 
was an adjustment in private con- 
sumption from an optimistic 9.5% to 
7.1%. 
In contrast to. private-sector invest- 
ment in construction, now forecast to 
slump 13%, spending on plant and 
machinery has been buoyant. It is hard 
to say how much of this has gone into 
manufacturing and how much repre- 
sents improvements in productivity as 
well as productive capacity. 
.. lit appears to have been readily fi- 
nanced by the hefty profits manufac- 
turers have been enjoying as a result of 
the 1982 and 1983 declines in the 
Hongkong dollar as well as strong de- 
mand. However, it.is possible margins 
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the public sector, which 





| yo | 
mand have Seen the Visible Arad: 
decline to around 5% of imports : 


pared to 9% last year and a histo 


average of around 12%. Given 
booms in entrepot trade (re-ex] 
are growing at 25% in real terms. 
tourism and the continued streng 
high-value services, the indica 
are that there is sufficient surph 
current account to finance a very 
stantial capital outflow. 
Bremridge said that without thi 
to the dollar there. would have 
some appreciation of the local 
rency. This appears a debatable 
position given the premium ove 
dollar interest rates that has 
necessary to hold the peg. M 
movements between US and H 
kong dollars have been erratic, 
clearly GDP ü in nominal terms has 





kong dollar mone: ys apply s 2 

Bremridge noted that the badge 
ficit would be appie ny sma 
than the official HK$2.7 bi 
(US$346.2 million), which impliec 
it would be close to balance. How 
the reason appears to be a shortfi 
spending, which was down HF 
billion over estimates for the firs 
months of the fiscal year. Alth 
manufacturing profits ag 
buoyant, those in the all-impo 
property sector remain depresse 
do yields from land sales. The si 
peake 
19.4% last year should fall to 17.5 
GDP. 

However, the Mass Transit Rai 
(MTR) — whose troubled finance 
not consolidated with those of the 
ernment — and strong public-ho 
spending while private construct: 
so weak are continuing to boos 
public seetor’s proportion of ce 
formation. With MTR constru 

winding down from 
year and a continuing 
rein promised on go 
ment spending, the 
struction industry | 
needs a recovery in pri 
sector investment. 
But there is none in : 
which suggests that m 
factured exports will re 
the engine of growth fc 
| time being even if ext 
| conditions tighten a 
"This should ensure con 
ed full employment, bv 
relatively low produc 
of manufacturing com 
with “others sectors ani 
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t should 


from a working 
Hewlett 


“At Oak the HP 3000 has 
helped us double our inventory 
turnover rate and reduce 
information retrieval time from 
one week to 10 minutes.” 





"We set up our Data Processing 
Management System with the HP 3000 in 
1982, and the system is now applied to 
inventory management, accounting and 
finance, production control, marketing 
planning, personnel and payments 
systems, and policy analysis." 


Based in Taiwan with manufacturing 
plants in six Asian countries, Oak 
Industries' Pacific Region Operations is a 
major world supplier of parts for Cable 
TV, PC Boards and other electronic 
products. 


Huang Jen-chung, Executive in charge of 
the Pacific Region said: "We chose HP 
because of very favourable experience 
with HP products in Production Control 
and Research and Development. Both 
hardware and software designs were 
ideally suited to our applications." 


A € “Among other things, it has enabled the 


management to obtain full market updates 
a ` i production costs have been reduced by 


about 10 percent over last year's." 


"We continue to be impressed by the 
reliability of the hardware and the 
efficiency of the HP customer support 
team. The company will rely heavily on 
HP as its working partner in our future 
ipm progress and growth." 


at any time for price adjustments, and 
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You should consider a working partnership with HP. Now. 
Call or write to your local office. 


AUSTRALIA INDIA JAPAN 
Melbourne, Victoria Office Blue Star Ltd. Yokogawa-Hewlett-Packard Ltd. 
Hewlett-Packard Australia Pty. Ltd. BOMBAY 400 025. Tel: 4226155 Suginami-Ku TOKYO 168. Tel: (03) 331-6111 
nap no ec INDONESIA KOREA 

: BERCA Indonesia P.T. Samsung Electronics 
HONG KONG JAKARTA. Tel: 373009 SEOUL. Tel: 555-7555, 555-5447 
Hewlett-Packard Hong Kong Ltd. 
HONG KONG. Tel: (5) 8323211 pba deni 


Hewlett-Packard Sales (Malaysia) Sdn. Bhd. 
KUALA LUMPUR. Tel: (03) 943022 





ou expect 
ership with 
Packard? 


“At Taikoo Royal Insurance, 
our HP 3000 System has 
meant a fourfold increase 
in the transactions we can 
process.” 


“We use the HP 3000 Series 48 
computer with our own 'T.R.E.V.O.R.' 
on-line system for policy retrieval. To 
date, it has reduced our paperwork 
65% over our previous Batch system, 
and where a simple Motor Policy used 
to take 3 weeks, it now goes through 
in less than ten minutes." 


Taikoo Royal Insurance Company is a 
major Hong Kong insurance 

company with a very impressive 
range of consumer and corporate 
accounts. 


Mr Wallace Lam, Computer Manager 
for Taikoo Royal says, "Our workforce 
has been able to handle a 56% increase 
in portfolio since we installed the 
system in 1979." 


"Our HP System provides us historical 
and statistical data which allows us to 
do Risk and Commitment forecast in- 
house. Such efficiency and accuracy 
make us more competitive. 


“We're very satisfied. The 
communication within the system is 
unsurpassed, and HP's hardware and 
software are the most reliable I've ever 





experienced.” 
PHILIPPINES TAIWAN ÉD. Coq 
The Online Advanced Systems Corporation Hewlett-Packard Far East Ltd. Productivity ! Not promise: 
Metro MANILA. Tel: 815-3811/6 TAIPEI, Tel: (02) 712-0404 


eve Poked Singapore (Pty.) Ltd. UNIMESA Co Lid. wí id D = E W LE T T 
SINGAPORE 0511. Tel: 631788 uriwong., . Tel: 2340991 / 
/ PACKARD 





Innovative 
financial 
thinkir 


comes rom 


meeting the 






cna lenge 


Today's complex market- . 
places demand a constant 
search for new ways to meet 
tough financial challenges. 
We can help. The Royal 


Bank has some of p 
. best financial minds to 
x provide. ouy with the kind | 









Tor sc the chal- 
lenges of tailoring a package 
to specific client needs and 
obtaining the best terms — 
available in the market led 


Orion Royal Bank to develop 





the world’s first floating rate 


deposit note. 

| Combining the charac- 
teristics of a money market 
instrument with those 

of a securities issue took 
innovative minds and a 


 diffic in ma a 





lot of creative thinking, — 
The outcome was a highly 
successful placement. 


COMPETITIVE EDGE 
The same waw: of think- 





deir Bank can "pe olp. 

Give us the challenge. 
We'll put our heads together 
to help find a new and 
better way of meeting your 
financial needs. 


THE ROYAL BANK 
OF CANADA 


ASSETS: US $66.9 billion. NETWORK: 1500 branches worldwide, operating units in almost 50 countries and more than 
5000 correspondent relationships. 
IN ABIA PACIFIC: Hong Kong, Tokyo, Beijing, Singapore, Bangkok, Sydney, Seoul, Taipei. 











One of our consulting engineers 
on his way from our headquarters in Essen 
to our Subsidiary PLE Pacific in Australia. 


Our headquarters in Germany: The 
central location from which we offer 
consultancy, engineering, manage- 
ment or general contractor services, 
from which we plan, design and 
implement. 


Like this, just as in Germany — our 
headquarters — and in Brunei, Indo- 
nesia, Malaysia, Singapore, Greece, 
Denmark, Saudi Arabia or the United 
Arab Emirates. Countries in which our 
presence is maintained through sub- 
sidiaries, branches and offices. 


With a portfolio of services for trans- 
porting every type of media and 


everything related to it: Feasibility and 
viability studies, project planning, ba- 
sic and detail engineering, purchasing 
and procurement, logistics, super- 
vision of execution and commission- 
ing, personnel training, operation and 
maintenance, project management, 
budgeting and cost control, financing. 
Custom solutions to the problems of 
our clients. 


For hydrocarbon exploration and pro- 
duction, gas processing and treat- 
ment, compressor and pump stations, 
pipelining systems for gas, oil, water, 
products and slurries, instrumentation 
and control stations, telecommuni- 


cations, automation and energy engi- 
neering, underground and surface 
storage, LPG facilities, gas and water 
supply and distribution systems, 
cathodic protection. 


Ask us. Whatever your problem may 
be. 


E 


Pipeline Engineering GmbH 
A subsidiary of Ruhrgas AG 
Kallenbergstr. 5- D-4300 Essen 1 - West Germany 
Phone: (201) 3205-0 - Telex: 857 250-0 pe d 


THE 
PERSONALITY 
me OF 

EXCELLENCE. 

The Westin Chosun 
hotel in Seoul, designed 
for today’s international 
business traveler, offers 
unmatched value and 
the largest rooms in 
Seoul. 

But we also provide 
you with something 
more: that special quality 
of service you get from 
one of the world’s most 
caring and talented mul 
tilingual staffs. 

The next time you 
come to Seoul, stay with 
some of the nicest people 
in the business. Discover 
how years of experience 
and excellent service—go 
into the making of a 
great tradition. 


EXCELLENCE. 





Ry 
nM 
THE WESTIN CHOSUN 


(Contact CAP ). PX > 
Telex K24256. 
[e | (1-05. 





The revolutionary Saab Turbo is the result of Saab- 
Scania engineering know-how. The second gene- 
ration Turbo introduced Automatic Performance 
Control (APC) for optimum combustion of all fuel 
types, including low octane. The latest, third gene- 
ration Turbo features a sixteen valve engine and inter- 
cooler, delivering greater output, more efficiently 

and more economically. 


Innovation born out of tradition 

For some the name Saab-Scania means speed, for 
others it means strength. For many it brings comfort, 
economy and performance, allied to sound engineer- 
ing and innovative design. Our combined experience 
in the development and manufacture of automotive 





The drive for distinction. 


and aerospace products adds up to almost a 
century's tradition of quality and a reputation for 
product innovation. 


High technology to meet human need 
Saab-Scania products grow out of a policy of 
concentration and specialization. Using advanced 
technology to meet the needs of exclusive market 
segments: heavy trucks, transit buses, up-market 
passenger cars and aircraft for regional traffic. 


The Saab Turbo is "the car for individualists" say 
enthusiasts, "a return of the joy of driving". For us 
the demand for excellence is the ultimate motivation 
- the drive for distinction. 


Leaders in specialized transport technology. 


Saab-Scania AB, S-58188 Linkóping, Sweden 


his five-and-a-half years as head of the 
Treasury on 14 September with a sharp 
thrust at the thin areas of Australia's 
economic recovery. 

Few had expected Stone to remain in 
his job when the Labor Party won 
power in March 1983 after seven years 
ot conservative rule by the Liberal and 
National parties under Malcolm 
Fraser. Stone had been a highly visible 
exponent of the stringent economic 
policies followed (with a varying level 
of commitment) by Fraser throughout 
the recession years. 

However, the initial caution of 
Labor Prime Minister Bob Hawke, and 
Keating — followed by Keating's 
emergence as a free-market man with 
the decision to float the Australian 
dollar last December kept 
philosophic differences under cover, as 
did Stone's adherence to traditional, 
self-effacing bureaucratic codes. 

But that ended on 15 August when 
Stone delivered his resignation, less 
than two weeks before Keating an- 
nounced his budget for 1984-85 on 27 
August. Ata commemorative lecture in 
Perth, Stone took his parting shot. He 
declared federal and state govern- 
ments “insufficiently heedful” in their 
borrowing programmes, pointing to a 
growth in public sector borrowing re- 
quirement from 2% of gross domestic 
product in 1969-70 to 8% in 1983-84. 

A “painfully won” cut in federal 
borrowing to 0.9% of GDP in 1981-82 
had been “thrown away” in the past 
two years, and Canberra's borrowing 
need had soared back to 4.7% in 1983- 
84. Any improvement in the current 
year would be entirely due to a “one- 
off” surge in revenues from the ending 
of a severe drought and other chance 
factors, Stone charged. This growing 
debt would “defer — if not fundamen- 
tally impair — the chances of lasting 
recovery in the longer term.” 

Stone reserved his sharpest criticism 
for the rigidity in Australia's labour 
market and “hypocritical rhetoric" 
about reducing unemployment. In par- 
ticular, he said, "there is no single fact 
more disgraceful to the conduct of our 
national affairs in Australia today 
than the manner in which we have per- 
mitted — and are still permitting — 
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"preening themselves" as judges were 
the chief cause of this “crime against 
society," he said. 

Stone's concern over the economic 
outlook for next year is shared by 
many analysts in Australia, With com- 
modity prices still some 30% below 
their 1977 peak, trends in trade and 
current-account balances in the first 
months of the current fiscal year are 





adverse, while domestic investment is 
lagging. 

Pressure to maintain real earnings 
under a wages "accord" with the trade 
unions could push the federal-budget 
deficit back up from its forecast A$6.7 
billion (US$5.63 billion) in 1984-85 to- 
wards the A$9 billion level. Full in- 
dexation of wages to price increases 
could meanwhile make downward 
moves in the Australian dollar to cope 
with the trade problem self-defeating. 


T he former Treasury head's point on 
youth unemployment has also been 
endorsed by some economic comment- 
ators as well as employers. Hawke's 
accord protects wages first and 
foremost, as a prime step in control of 
costs and strikes. Nowhere in the ac- 
cord, or the recent pattern of Austra- 
lian wage fixing, is there scope for de- 
liberate wage cuts to encourage em- 
ployment. Indeed both the unions and 





However, it was a measure of Stones 
impact when on 7 September the con- 
servative opposition's shadow een 
ter for labour affairs, lan MacPhee, at- n 
tacked the Hawke government's inac- - : 
tion on this report without once mem- 
tioning Stone's name. Whatever the __ 
truth of his argument, Stone was nota 
name to enlist in the cause. A man of — i | 
widely recognised ability from his stu- : | 
dent days (when he beat his contempo- 
rary at university in Perth, one Robert” 
Hawke, to presidency of the student — 
union and a Rhodes Scholarship to Ox- Í 
ford) Stone has a reputation forgetting — 
to the nub of an economic problem 
without offering advice on any politi- 
cally acceptable means of solvingit — 

Stone's disdainful approach, as ——^ 
some see it, has contributed to a dis- ` 
persal of the Treasury's authority in 
economic policy. From having a virtual èi 
monopoly in the early 1970s and the 
pick of Australia’s economies m] 
graduates, it has been forced tò share — 
the government's ear with a burgeon- 
ing array of other federal government 
agencies. Its direct control of govern- 
ment money was lost in 1976 to thenew — . 
Department of Finance, which soon set 
up its own policy unit. ET 

The Fraser government encouraged 
economic advice from the Prime  . 
Minister's Department, the Reserve 
Bank, and new research units. Hawke 
has topped that with a strongly staffed 
secretariat to his Economic Planning 
Advisory Council, a body with union 
and employer representation. 

Stone, who at 55 is still 10 years 
short of public-service retiring age, 
has moved to a temporary position at 
Monash University while he ponders à 
new career. Keating meanwhile was 
equally disdainful towards Stone. The 
former head of Treasury had "simply 
come to the end of the road," he said. 
"The last government wasn t listening 
to him and we got to the stage where we 
weren't listening to him." The new 
head of Treasury is B. W. (Bernie) 
Fraser, previously a deputy secretary 
in charge of taxation, prices, industry 
and foreign investment. He gets on 
well with Keating and is likely to 
couch his advice in more pragmatic 
terms than Stone. o 


135 








et 








m " E 
nac 


3y Susumu Awanohara in Jakarta 
“fhe Indonesian Government has 
"taken a series of initiatives aimed 
at boosting sagging private-sector in- 
ve »stment in the wake of the collapse in 
new capital spending in the first half of 
È i 84. But businessmen, while welcom- 
z the measures, still doubt that they 
vi be enough to raise investment to 
targeted levels. 
"When the dismal investment record 
of t the first quarter (REVIEW, 12 July) 
tinued into the second quarter, the 
ox ernment responded quickly. The 
: iuary-June investment approval 
igures for foreign investment com- 
panies (PMAs) and domestic invest- 
m nent companies (PMDNs) released by 
e Capital Investment Coor dinating 
1 (BKPM) in late July showed a 
total pt only Rps 923 billion (US$1.14 
llion) of new investment against the 
seted Rps 3.9 trillion and the Rps 
3.8 trillion approved during the same 
$ er iod in 1983. 
A debate in the press followed over 
ely causes of the investment slump. 
hile there were those who blamed 
ternal factors (the world economic 
lump, high United States interest 
rates and currency instabilities), the 
majority of commentators pointed 
more to domestic factors, notably new 
< laws and tough rules governing ex- 
pe atriate businessmen and workers. 
— "Prof. Mohammad Sadli, a former 
eine minister and now the force- 
ul secretary-general of the Indonesian 
. Chamber of Commerce and Industry, 
s been a key voice in the debate, rep- 
sentii business interests in calling 
for government action. With the US 
. and Japanese economies growing at 
. 5% and 4%, respectively, Indonesia 
. . could not blame world recession for its 
depressed investment, Sadli stressed. 
He identified changes in tax laws — 
particularly the termination of tax 
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Sudomo and Suharto: no policy c 


itening the red tape 


onesia has modified a series of tax and permit regulations 
n an attempt to boost flagging private investment 


























































holidays and “capital whitening” 
practices (in which investigations into 
sources of capital were avoided) re- 
sulting from ongoing reform of the tax 
system — as the main problem. Sud- 
denly-stringent implementation of 
cumbersome regulations on expat- 
riates was also negatively affecting the 
investment climate, he argued. 

Sadli sympathised with BKPM offi- 
cials who lacked the power to remove 
obstacles to investment, put up by 
well-meaning but ill-advised govern- 
ment departments, but warned that 
unless measures were taken, foreign 
investment would go to other countries 
in the region and Indonesia might fail 
to attain the 5% gross domestic pro- 
duct growth target set for the coming 
five years. 

Just one week after the dismal first- 
half BKPM figures were released, Pre- 
sident Suharto was stressing that there 
had been no change in the country's 
foreign-investment policy. The gov- 
ernment was promoting domestic in- 
vestment and local participation in in- 
dustrial development, but foreign in- 
vestment remained vital, Suharto said. 
He again emphasised the need for pri- 
vate-sector investment, both domestic 
and foreign, in his state of the nation 
address in mid-August. 

The government would keep up ef- 
forts “to develop policies and to create 
a climate that can increase invest- 
ment," he said. Potential investors 
were encouraged by these statements 
straight from Suharto — the ultimate 
coordinator and executor of policy. 
Now it was up to government depart- 
ments to come up with measures to 
help enhance investment. 

The first to act was Finance Minister 
Radius Prawiro. He declared that cap- 
ital whitening was still possible under 


the new tax ente if investors aed 
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PMAs and PMDNs which it had just 
taken away from them, but even this 
possibility was hinted at by BKPM 
chief Suhartoyo who claimed that tax 
holidays still existed but that the rate 
of preference was currently set at zero. 

Tax holidays had never really 
amounted to much (since they began 
with the start-up of a company's ope- 
rations while*new ventures normally 
do not begin making profits for several 
years) and will be more than offset by 
new, lower tax rates, the Finance 
Ministry insisted. 

The new tax laws also introduced ac- 
celerated depreciation (of 25% a year 
on a declining balance basis, rather 
than 10% ona straight line basis) for a 
greater number of fixed assets, further 
minimising the impact withdrawal of 
the initial tax break might have. 

The ministry pointed out that con- 
trary to a widespread but mistaken in- 
terpretation, the new rules will con- 
tinue to allow carryover of losses from 
one year to the next and exempt cer- 
tain capital goods from import duty. 
The last item has been confused by dis- 
cussion of the proposed introduction of 
a value-added tax in the near future. 
Sales tax will then have to be paid on 
both imported and locally procured in- 
puts. 

In addition, the ministry is giving 
tax concessions to leasing companies, 
which, according to it, encourages in- 
vestors by allowing them to employ 
capital goods with relatively — 
capital outlays. 


Mie Minister Sudomo was 
next to act, rescinding his own six- 
month-old decree which had essen- 
tially centralised in his own ministry 
authority to issue work permits to all 
expatriates, including those employed 
by PMAs and PMDNSs. The fear was 
that this would complicate, rather 
than simplify, procedures for expat- 
riate workers and their employers and 
it appeared increasingly that such a 
fear was justified. Following Suharto's 
appeal, the authority to issue permits 
for PMAs and PMDNSs has been re- 
turned to BKPM. 

Sudomo had scared businessmen by 
running a highly visible campaign 
against foreigners who were allegedly 
working here illegally. He insisted that 
he was never against foreigners and 
was only dealing with those who vio- 
lated the rules. Critics suggested that 
the rules, if followed to the letter, were 
unnecessarily onerous. Now Sudomo 
has simplified application procedures 
for foreigners still coming under his 
jurisdiction and guaranteed that 
“there por no unnecessary red tape 
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gn businessmen coming from 28 
untries for up to two months of 
k. More recently, 'Tahir and Justice 
ister Ismail Saleh together relaxed 
ments placed on visitors from 
i and Certificate of Identity 
rom d EL A 20 


st interested parties hailed the 
Overnment's quick response, 
¡some businessmen continued to 
plain of the stifling regulatory envi- 
nt and the lack of progress in the 


p: ign Hue stalled aftera few mms: 


imply revived the capital whiten- 
rovision directly, instead of 
similar (but inferior) results 


r ment had done just about 
e (ene without rer 


ds feeling is also shared by 
hat despite the government's 


p dramatically in the short term. 
major reason is that obvious in- 
iment opportunities are not appa- 
nt at present. 
The 15-year-old liberal investment 
icy, giving priority to import- 
stituting and  domestic-market 


nsumer-goods manufacturing sec- 
or. Now intermediate and upstream 


$, have been identified as the fron- 
areas for private investors. But 
ital requirements, lack of ex- 
and, in the case of agri-busi- 
S, socio-political constraints (nota- 
pr oe to subsidise small- 


emoving visa- requir ements Ior 


made token refor ms. Other busi- | 
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sponse, investment will not 


onted enterprises, has saturated the. 


anufacturing, as well as agri-busi- 
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tend the annual meeting of the In- 


Bangkok Post commented i in a 12 
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fears of political 


inter ‘erence in monetary policy 


By Paisal Sricharatchanya in Bangkok 


Tk abrupt dismissal of Nukul 
Prachuabmoh as governor of the 
Bank of Thailand (BoT, the central 
bank) (Review, 20 Sept.) has raised 
questions here and abroad over the fu- 


ture shape of the-country’s monetary 


policy. The move, ordered by Finance 
Minister Sommai Hoontrakul, also has 
sparked concern that the central bank 
— traditionally àn independent body 
which for more than a century has 
played a vital rolein Thailand's econo- 
mic and financial management — 
could become. subject to the whims of 
politicians. | ^^ 

During his nearly five years in office, 
Nukul built up a solid reputation over- 
seas as well as in Thailand as a decisive 
governor prepared to make unpopular 
decisions. Although the finance 
minister is empowered by law to 
remove the central bank governor, 
the timing and circumstances 
under which the dismissal was 
carried out have been widely criti- 
cised. 

The 11 September order came on — 
the eve of Nukul's departure to at- 


ternational Monetary Fund in 
Washington, and since no provi- 
sion was made for him to take up 
another government post, he was 
literally sacked. The decision re- 
flects poorly on Sommai, espe- 
cially since it was taken, it is 
understood, on the basis of per- 
sonal conflict with Nukul rather 
than any major policy disagree- 
ment. 

In a rare display of forthright- 
ness, the normally conservative 


September editorial: “The way in 


which Nukul was dismissed is some- 
thing to be deplored at the personal 


level. Where the country is concerned, 
this sets a dangerous precedent for fi- 
nance ministers to remove at will any 
central bank governor with whom they 
have conflicting views. No longer will 
it [the central bank] be able to stand up 
against politicians over the country’s 
economic management...” 

There is little doubt that Thailand's 
credibility has suffered, at least tem- 
porarily. -The initial reaction in the 
foreign banking community ranged 


from mild surprise to shock. “Since the | 


annual IMF meeting also serves the 
vital purpose of a public-relations 
exercise, the timing in particularlooks 
bad to the world," said one foreign 


bank representative. "Given that such | 


an important person is sacked in such 
an. beia. manner, the first question 
ny offic hethe: 
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there will be other abrupt policy 
changes. No doubt, others will also 
take this into. consideration in their 
overall risk assessment.” 

According to one foreign banker, at 
least two banks have privately indi- 


` cated that they would not lend to Thai- 


land now on terms they would have ex- 
tended previously. But most foreign 
banks appear to be adopting a wait- 
and-see attitude. It is generally be- 
lieved that routine BoT operations will 
not be affected. Despite Nukul's de- 
parture, the team of senior central 
bank executives collectively responsi- 
ble for recommending and shaping im- 
portant policies remains intact. 

Led by newly promoted deputy gov- 
ernor Chavalit Thanachanant, a highly 





capable veteran central banker who 
has been Nukul's right-hand man in 


. recent years, they include foreign-edu- 


cated and competent officials com- 
manding key positions who are widely 
respected for their knowledge and in- 
tegrity. 


onetheless, the Thai delegation to 
theIMF meeting, led by Sommai, is 
expected to be asked some tough ques- 


stions. Domestically, the main concern 


about Sommai's.action is whether the 
central bank will become the object of 
manipulation by politicians as many 
fear. Although he did not say it in so 
many words, Nukul made. jt abun- 
dantly clear that he resented the dis- 
missal and warned of the danger of po- 
litical interference. 

In a farewell statement, Nukul said: 
norship i is an 
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| climaxed a lengthy period of pérsonal 
| conflict with Sommai. Among those | 
| who know them well, Sommai is re- 
icé | garded as having a preference for sub- 
the | ordinates of a compliant nature while | 
.| Nukul is very much his own man. 
There appears to have been no attempt | 
at reconciliation and the relationship. 
clearly went from bad to" worse. 


a this time last 1 eae: Sommai 
| Nukul.to become Finance 
nder-secretary, purportedly 
~ toassist in tax collection. Nukul declin- 
| ed on the ground that the BoT was still 
1 hav- | confronted by many pressingproblems. | 

ing | A day. before issuing his d sal 






itis | order, Sommai asked the ministry’ sj 
| "under-secretary, Phanas Simasathien, | 


EI to telephone Nukul with an ultimatum. 
for his 





ghehad 






| | generally been endorse 
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| Nukul has put. 
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'signation. Nukul rejected it, | p 


(AEVIEW, Lo Depuj; CHE am ine ocal 
press as another area of conflict, can 
probably be discounted as a factor. Al- 
Though the central bank was instru- 
mental in paving the way for the bank 
: takeover, the minister reportedly was 
informed of developments at various 
stages. Moreover, the takeover has 
Mh both local 
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here's a double-barrelled offer — 
you cannot afford to pass... —— 
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| The China 
Official Annual 
Report 1982/83 


All the information | > 
on China you'll ever — "EI: 
need! ....- | | 
Now only US$60.00 ^ 

# 
The 939-page China Official Annual Report is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land ~ 
and its people tó business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 
What is it? | 
The result of thousands of man hours the COAR 1982/ 
83 was written and edited by the New China News 
Company, a group of dedicated professionals who know 
China intimately. The result is a book of unmatched 
breadth and depth. j 
Who needs it? >A 
Completely indexed; the COAR 1982/83, like the Law 
Annual, places thousands of facts and bits of information 
at your immediate disposal. And like its companion 
publication the COAR is essential to businessmen, 
financiers, students, professors and virtually anyone with 
a need to know or a keen interest in China of today. 
Liberal use of charts; maps, tables and colour photos — 
makes the COAR enjoyable as well as informative —— 
reading. uvm 9 
How to getit | 
Order your copy(s) nów by simply completing the 
coupon below and returning it together with the indicated 
payment of US$60.00 (or the equivalent in local 
currency). ` : à 


5 


Order both books and save US$15.00. Clip and mail this coupon today! Send to: 


| A) LJ Please send ........ copy(s) of | B) () Please send 
| -The China Official Annual 
- Report 1982/3 for which 1 
enclose US$60.00 per copy. | 
For surface mail delivery | 
add US$7.00, for airmail | 


delivery add US$17.50. 


Send to: . Name: | 








true understanding of the legal system of this enigmatic _ 
- giant. a 


oe copy(s) of 
The Law Annual Report of | 


China 1982/3 for which | 
enclose US$85.00 per copy. 
For surface mail delivery 
add US$7.00, for airmail 
delivery add US$17.50. 
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Law Annual ty e s a 
Report of China Zi So 
— 1982/83 eae | 
A road map through PME 
_ the labyrinth of 


China’s legal system. 
Now only US$85.00 3 


The continued redirection of China's priorities towards 
foreign trade and its broadening contacts with other — - 
countries and regions has necessitated many revisions — 
and adaptations in its laws. The Law Annual Report — 
now puts these changes into perspective in a single handy 
up-to-date volume. T n 
What is it? "n 
The Law Annual Report is the most up-to-date, 
complete work of its kind. With its easy, readable fo 
and clear indexing this 536-page volume literally places 
China's legal system at your fingertips. x 
Who needs it? i 
If you are a lawyer, a business executive, financier, —— — 
industrialist, or anyone currently doing or planning to do 
business with China then the Law Annual Report isa 
must for you. A small investment in this book today — — 
could save you money, time and wasted energy in the — 
future. pi 
Professors or students of China will find the Law Annual 
Report an endless source of information essential to the | 
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How to get it ny 
Simply complete the coupon below today and send — 
together with your payment in the amount of US$85.00 — 
(or equivalent in your local currency) per copy to the — 
indicated address. E 


Buy both and save US$15.00 ` 


Please send ........ sct(s) of both 1. 
The China Official Annual — | 
Report and Law Annual Report ! 
of China 1982/83 for which I 
enclose US$1 30.00 per set. 
For surface mail delivery 
add US$14.00, for airmail 
delivery add US$35.00. 
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BOUT a year ago, Shroff sug- 
ed to an investment seminar in 
terdam that it would make sense 
V n institutions such as insur- 
ce companies, pension funds and so 
to look beyond their own borders 
and make a few equity investments in 
eveloping countries. The idea went 
own like a lead balloon. The fund 
inagers had come to hear something 
omfortingly orthodox about the fu- 
of their own markets, not heresies 
bout investing in darkest Africa (or 
and Latin America for that mat- 


shroff has been riding this hobby 
sse for some time (REVIEW, 27 Oct. 
15 Mar., 26 Apr.), arguing that if 
ric dalities for a scheme of develop- 
sountry equity participation by 
rn portfolio investors could be 
ut, it would go a long way to- 
othe debt problem. But 
jeared to have no backers. 

‘seems there is another cham- 
nd a potentially powerful one 
Held, in the shape of the World 
uity and loan investment 
nternational Finance Corp. 


no longer to feel alone and 
e Ped know that President 

eagan's administration in 
1, Which is. not always on 
omié development, in 

is giving the IFC the support it 
s: | h IFC has been given a tidy 
€ in ds Mis and a nen bit 


























; David Gi o is emerg- 
he Parsifal leading the quest for 
ly Grail of equity, in develop- 


g country debt crisis Land corpo- 
e over-indebtedness have proved | 
at “insufficient equity and too much 
ort-term floating-rate debt can be 
ngerous,” says Gill. Precisely so. “It 
s clear now that national and interna- 
ional securities markets must be 
trengthened to be able to take more 
esponsibility for longer-term finance, 
pecially for the Third World." 
Easier said than done, however. Be- 
ore the attitudes of Western fund 
lanagers towards putting money into 
eveloping countries is. likely to 
ange, those countries — and they in- 
lude a good many in Asia as well as in 
places such as Latin Americà — need 
o get rid of restrictions in their securi- 
ies markets. Foreign-exchange con- 
rols, forinstance, are supposed to con- 
erve scarce capital but rà 
‘Some US$50 billion of 
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ings i is "estimated to age fled Latin 


America over the past five years ac- | 


cording to the Bank for International 
Settlements. It is a fair bet that a pro- 
portionately high amount of much- 
needed capital has fled the Philip- 
pines, too. 

Gill notes the irony that in many 
Third World countries which embrace 
direct 
corporations — up to 100% foreign 
ownership is permitted in Indonesia — 
foreign portfolio investment is totally 


on the assumption that it is “hot 
money” or that foreigners will profit at 
the expense of nationals, or somehow 
gain control. In the real world, equity 
investors tend to be major institutions 
which do not liquidate their country 
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Brazil 
South Korea 

- Mexico 
Singapore 

. Argentina 
Philippines | 
Chile 
Taiwan 
Jordan 
Thailand 
Zimbabwe 
Indonesia 
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dedici to invest, Nor do ey ON 
anything approaching. control of com- 
panies they invest in. | 

' Gill's most telling argument is that 
| the pool of long-term investment funds 
available for securities purchases by 
portfolio investors — institutions and 


wealthv individuals — may well be 
greater.in future than that available 
from multinational corporations 


(MNCs). So it no longer. makes sense 
for developing countries to prefer di- 
rect over portfolio investment. 


Shroff has previously pointed out 


that the world's dozen leading 
stockmarkets are currently capitalised 
at some US$3-4 trillion. Inflows of 
MNC direct investment into develop- 
ing countries are currently running at 
something less than US$10 billion a 
year — figures to conjure with. 

Since Japan's 





investment by multinational 


securities markets 
were opened to foreign portfolio in- 
vestors in 1961, Japanese corporations E 
have raised more than US$2 billion in 
ew easy issues aE interna: 


a saai manari A i ae: 


| lion in convertible Eurobond issues. 


taboo. This aversion seems to be based : 













EMERGING STOCKMARKETS 
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More than 100 Japanese stocks arenow 
listed on Wall Street and elsewhere 
outside Japan and in 1983 Japanese 
corporations went to foreign and inter- 
national capital markets for almost 
half their external financing. 

"Hot money has not been a problem 


for Japan (and.it can scarcely be ar- 
 gued that foreigners have always pro- 


fited at the expense of locals). In any 
case, small securities markets can 
minimise the risk of disruptive money 
flows by limiting foreign portfolio in- 
vestment to closed-end investment 
trusts (or similar devices) as South 
Korea, Mexico and Brazil, and indeed 


"Taiwan, have done. 


Developing countries need not only 


to open up their markets to outsiders 


put to ud their market supervi- 
dcc Sion, accounting 
; standards and so on 
to give foreign in-. 
vestors (not to men- 
tion locals). confi- 
dence. And they need 
tọ get rid of with- 
holding taxes which 
yield relatively little. 
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“onerous investor. pial . on X Both. a 
 vidends.. and capital gains (22.5%) 


among Asian countries, though it pales 
against Mexico's. 55% tax on di- 
vidends. Indonesia levies 20% on di- 
vidends,.as does Thailand, and South 
Korea a basic 15%. None of these taxes 
capital gains, however, and Singapore. 
taxes neither dividends nor gains. One 
might add to Gill's findings that 
Taiwan taxes dividends at 20% 
(though not capital gains) and Manila 
taxes capital gains on a sliding scale. 
Asia generally takes a relaxed line 
towards remittance of current revenue 


from direct and portfolio investment. 


compared with Latin America though 
capital remittances are generally con- 
trolled through the region. (The crisis- 
ridden. Philippines restricts both at 


_present.) Seoul gets Gill’s award as the 


ihnen day: “with the. sie E 
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As an integral part of the 
innovative CHATS (Clearing 
House Automated Transfer 
System) programme, TI Business 
Computer Systems enable 
bankers to make instant transfers 
of funds. Thus eliminating the 
need for time-consuming cashier 
orders or the actual transfer of 
physical cash. While exploiting 
all the advantages of same-day 
transactions. 

In an on-line funds 
transfer system, system reliability 
is a major concern. One of the 
key reasons Texas Instruments 
computers were selected for use in 
CHATS was reliability. By using 
TI Business Computers System 
downtime is almost non-existent. 


The TI 300/600 Business 


Kong | yanks ( 


Computer Systems also offer a 
variety of configurations to fit 
the individual needs of each 
bank and can be expanded or 
upgraded as those needs grow. 
Price performance, 
reliability and flexibility. Small 
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TI 300/600 Business Computer Systems 





Authorized Distributors: Australia NBS National Business Systems, Tel: 543 2144 © Indonesia P. T. Inti Astakona Elektronika, je Time Electr 


Tel; 03-532 117 © Philippines Universal Computer Services, Te! 


S64 1/5 * Singapore Tet Wai Computer Services (Pte) Ltd, 7 iO 7566 e T 


Tel: 02-773 1302 © Thailand Computer Technology Co. Ltd., Tel: 279 4 


TI offices: Australia Tl Australia Ltd, Tel: (25-887 1122 © Hor 


INOS 
gkong T1 Asia Led, Tel: (3)-722 1223 


* Korea Tl Supply Co, Tel: 462-5661 © Philipy LI Philippines 


Singapore TI Asia Led, Tel: 747 2255 * Taiwan TI Supply Co., Tel: (2-713 9311 
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Hone Kong over 50 banks count 
on I I Business Computer Systems everyday 


Instruments everyda 
More reason YOu Si 
out what I1 300/60 
(Computer Systems c: 
your company today 
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A 90 second solution to 
a 500 year old problem 








For a closer look at the world of Alfa-Laval, please write to: 
Dahlin Affaire Grain Staff A lfa-1 aval AHR PO Box 12150 S-10)7 24 Stackholm Swede 


poss Cheddar is one of the world's most 
popular and delicious cheeses—but it is also one 
of the most time-consuming and complicated to 
produce, traditionally involving a day-long process of 
preparation, fermentation, pressing and shaping 
before the finished cheese is ready to mature. 
Alfa-Laval have changed all that—by a 
revolutionary process which cuts down the entire 
operation to just six hours and turns out 
a full finished Cheddar every 90 seconds-ready to mature and 
every bit as good as the hand-made version. 
How do we do it? By combining 500 years of 
traditional Somerset cheese-making experience with 
up-to-the-minute technology. The result is Alf-O-Matie: 
the first ever fully automatic, continuous Cheddar 
process, originated by Alfa-Laval and now ready for use 
throughout the world. 
Ina world where half the cheese of the “hard” 
variety produced and consumed is Cheddar, this is a very 
significant development. 
Butit is just one example of our innovative approach 
to business. We don’t expect 
the world to come to us- 
instead we go out to the world 
with new and often daring 
applications for our well- 
proven product lines. That way 
we can open up new markets 
that other companies only 
dream about. 


And we do. 
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The Growing World of Alfa-Laval 
Alfa-Laval employs 16,000 people in 

35 countries and its annual turnover of 
USS1,200 million (a 1996 increase over 
1982) represents 11 consecutive years of 
growth. 9096 of this turnover was derived 
from sales outside Sweden. Today 
Alfa-Laval's products and processes are 
solving problems in 130 countries and in 
over 170 industries - from energy 
production, environmental control and 
food processing to resource recovery, 
agriculture d chemical engineering. 
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Europe - Americas : Middle East - Africa Asia Australasia 
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GET TO KNOW SOUTH-EAST ASIA'S 


EXCLUSIVE *CLOSE-CIRCUIT' BUSINESS FACILITY. 


Putra World Trade Centre, Kuala Lumpur, Malaysia ^ € A flexible, ultra modern convention centre that can 
is the only exclusive business package of its kind in ^ accommodate up to 10,000 delegates complete with 
South-East Asia that comprises office, convention, wireless simultaneous translation, computerized 
exhibition and hotel facilities on one location. Itis ^ Documentation & Registration, Audio/Video and 
planned specifically for your requirements andis TV/Press coverage facilities. 
centrally located in the heart of South-East Asia. ^— € A total of 12,322 sq. metres of indoor and outdoor 
And that's not forgetting the easy accessibility to exhibition space complete with heavy duty hoists. 
many nearby hideaway and recreational places well- ^ container storage and loading docks. 
known throughout the world especially to those who — € An international 600-room hotel — The Pan 
regard post-convention programmes as an Pacific Kuala Lumpur with 6 restaurants, a 
important part of their business package. swimming pool, a health centre, tennis 
Our centre provides: and squash courts. 
e 31-floor of lettable premium office Get to know us for the exclusive 
space with independent air-conditioning advantage of a convention, exhibition 
controls, 24-hour security, 16 high or office location in Malaysia, the focal 
speed lifts and an emergency landing point of South-East Asian business. 





platform. We are waiting to know vou, too! 
PUTRA WORLD TRADE CENTRE 
KUALA LUMPUR 
PUSAT DAGANGAN DUNIA PUTRA 
KUALA LUMPUR 
MALAYSIA 
SOUTH-EAST ASIA'S PREMIER LANDMARK 
EXPECTED COMPLETION 
SEPTEMBER 30, 1985 
FOR FURTHER INFORMATION PLEASE CONTACT 
SOLE LETTING AND MANAGING AGENTS INTERNATIONAL SALES OFFICES J 
ASSOCIATES : AGENTS : 
C) UNITED KINGDOM HONG KONG Serge Pun & Associates Lid 
LONDON : Chestertons Chartered Surveyors Tek 5-202830 Teler 652468 SPA HX 
: , int Tet 01-4990404 Telex: 8812560 AUSTRALIA 

CHARTERED AL KWEK WS e N D D. LUZERN NO . Chestertons Chartered Surveyors v pns erry nm a 
INTERNATIONAL REAL ESTATE CONSULTANTS ^ (ius 0 9 Teen 78198 STAMAX MELBOURNE: Raine & Home Gardner & Lang 
P.O. BOX 11215, KUALA LUMPUR, MALAYSIA. NEW YORK : Chesterton Chartered Surveyors ery. Tel: (03) 632821 
TEL: 03-919922 TELEX: RAHIM MA 32195 JAPAN : BEVERLY HILLS Fowles Investments cn 

TOKYO Ohkochi Real Estate Appraisal Co Lid CALIFORNIA Tel (21H 550-5999 « 2942 

Tel: 013-156-3024 Telex: 2425039 TOKYU RI 
MID-WEST USA 
SINGAPORE - Simon Lim, Oh & Partner Chartered Surveyors DALLAS. TEXAS Concord Realty lm 
Tek (02) 2218288 Telex: SLIMOH RS 20126 Tet (214) 680- 3000 Telra 758 
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It cakes a life time to perfect 
the art of the Pendet dance... 


. one of the many traditional dances to be 
found in Indonesia, the Pendet is a dance of 
welcome to the island of the gods, Bali. 

Dedication and attention to the smallest 
detail from a very early age are needed to 
reach perfection in the art of dance. 

As in banking, to reach a high level of 
professionalism takes a deep understanding of 
the market and people. 

At Bank Umum Nasional we believe you 
cannot shortcut the future but must build on 
the past. 

If you are planning to do business, anywhere 
in Indonesia vou can bank on Bank Umum 
Nasional. 


BANK UMUM NASIONAL 


Developing today. tomorrow and tomorrow 
78, Jl. Cikini Raya, Jakarta Pusat, 
Telex 011 - 46040 DBUNFX IA. 





Hennessy- The Original XO 








Thank you for making our First Class 
service the most popular in the world. 





highest quality of First Class service on all of our flights, both international and domestic. 
In return we say thank you to our passengers in the only way we know how; by maintaining, if not 
improving, the standards that make Lufthansa service truly First Class. 


©) Lufthansa 
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TECHNOLOGY 


Dental treatment at Toyota plant: soon a vaccíne for cavities? 
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The bionic samurai 


Integrated hi-tech Japanese firms threaten the market share 
of loosely organised US companies in biotechnology 


By Gene Gregory in Tokyo 
we capital, as it is generally 

defined, has been as remarkable for 
its absence in the development of Ja- 
panese biotechnology as it has been in 
micro-electronics. This lacuna of ven- 
ture capital start-ups is widely inter- 
preted as a lack of innovative power 
and a sign of structural weakness. 

Clearly, if any single ingredient has 
served to guarantee the successful 
launching of the biotechnological rev- 
olution since 1977, it has been the role 
of American venture capitalists eager 
to gamble on the growth potential of 
industrial microbiology and, in parti- 
cular, genetic engineering. 

Since 1977, a rash of 150-200 new 
enterprises in the United States have 
responded to new opportunities for 
development of a wide range of new 
products — vaccines against every- 
thing from cancer to dental cavities, 
diagnostics to detect heart disease or 
cystic fibrosis, new hormones that will 
produce cows as big as elephants, crops 
that grow in sea water, bugs that eat 
toxic wastes or leech the last remnants 
of minerals from otherwise exhausted 
mines. Genetic engineering, fuelled 
with venture capital, has set in motion 
new industrial activities expected to 
account for US$40 billion or more in 
worldwide sales by the vear 2000, 
mostly of completely new products. 

It was the successful research on 
manufacturing interferon and insulin 
by means of recombinant DNA tech- 
nology that convinced Japanese com- 
panies of the great promise for future 
industria] development using bio- 
technology. 


Action, catalysed by the announce- 
ment of the Cohen-Boyer patent for the 
basic DNA process in 1980, began with 
the formation of the Biotechnology 
Forum by five leading Japanese chem- 
ical companies. In four years Japanese 
outlays for research and development 
(R&D) more than doubled, while the 
number of researchers employed in 
various fields of biotechnology rose 
fourfold. 

Yet, despite the perceived urgency 
for rapid development in new fields of 
biotechnology, there have been no new 
specialised entrepreneurial firms es- 
tablished in Japan of the kind that 
have provided the dramatic thrust in 
the US. Instead, almost all of the rush 
into biotechnology has been by major 
established companies in the commod- 
ity chemicals, fine chemicals, pharma- 
ceuticals, food, beverages, textiles and 
paper industries. 

Unlike the US where two distinct 
sets of firms have developed, separat- 
ing R&D from production and market- 
ing, biotechnology is being researched 
and commercialised within some 200 
established companies building on 
existing technological capabilities and 
past experience. The distinction is cru- 
cial, but not for the reasons commonly 
given and stressed in the recent report 
of the Office of Technology Assessment 
(OTA) to the US Congress. 

The division of labour, or com- 
plementarity, that has evolved be- 
tween small entrepreneurial firms 
founded to develop new biotechnology 
and established companies which con- 
trol the later stages of commercialisa- 
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tion, is generally acclaimed as a major 
element of the US bio-industry's pre- 
sent strength. About this there can be 
little doubt. But what is not so clear is 
how well this structural arrangement 
will serve to sustain the development 
of biotechnology in future stages of 
growth and diffusion. 

As recent developments in the 
micro-electronics, computer and com- 
munications industries have clearly 
shown, the early strength of special- 
ised semiconductor companies in Sili- 
con Valley has developed into a serious 
structural weakness in the face of ver- 
tically integrated Japanese companies 
that are better organised to assure the 
powerful synergy derived from the 
convergence of these three macro- 
technologies. 

More important, the experience of 
the semiconductor industry clearly 
demonstrates that in the long run, not 
only is the specialised firm unable to 
sustain the pace of competition with 
the larger integrated firm, but it even- 
tually loses its main reason for being. 
Unable to bring new products to the 
market competitively, it gradually 
loses its capacity for innovation. Even- 
tually, the fate of the specialised 
semiconductor manufacturers has 
been either to be replaced by new ven- 
ture-capital firms, or to be acquired by 
integrated electronics companies or 
conglomerates. And, in the process, the 
entire US semiconductor industry has 
lost competitive power 

In fact, the venture-capital phe- 
nomenon in the development of US 


biotechnology also may prove to be an © 


inherent weakness, failing to provide 
an incipient revolution with added 
propulsion just at the point in its 
takeoff when it is most needed. Ven- 
ture capital in the US developed, it is 
well to recall, mainly as a response to à 
major weakness in the financial system 


— - 


which mitigates against innovation in - 


existing companies. 


Ho: the emergence of venture 
capitalists who provide funding 
for new start-ups, help successful in- 
novators to “go public” and then take 
their profits in the form of capital 
gains, leaving the firm to fend for it- 
self. And all this, in a financial system, 
the inadequacies of which had origi- 
nally made it impractical for estab- 
lished public companies to fund 
higher-risk technology innovation. 

The new biotechnology ventures in 
the US have developed precisely for 
this reason, just as the semiconductor 
industry was left open to new innova- 
tive firms by electronic giants unable 
to finance the switch from vacuum 
tube to transistor technology. But, un- 
like the high-flyers of Silicon Val- 
ley's electronics community, the pay- 
off in bio-ventures is less certain, and 
at best takes longer. 

Most of these new ventures have yet 
to turn a profit. In fact, as of 1982, only 
three were operating marginally in the 
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been able to finance a remarkably 
apid : move into new fields: of | 
jiotechnology, just as they: were able to 
take the lead in micro-electronics. 
And, despite the notable; absence of 
mobility of people between firms and 
om. university. laboratories to in- 
dustries, these firms have successful- 
and expeditiously shifted critical 
man resources into this new field of 





ne experience of the Japanese 
ro-electronics industry provides 
clear and pertinent object lesson: 

not to be assumed that the absence 
jew start-ups means less innova- 
entrepreneurship is not to be 
ed with venture business; it is 
sely the function of a highly com- 
ve " system which assures the 
| appropriate supplies of 




















degree of entrepreneurship at all 
rels and in all sectors of industry. 
e Japanese companies in the basic 
rials, pharmaceuticals and tex- 
ndustries are at once highly moti- 
for innovation and equipped 
the necessary organisational, 
n and financial resources for di- 
sification into biotechnology. 





-~ of course, is entrepreneurship, 
„the Japanese context, literally re- 
on venture capital. Asis apparent 
e current proliferation of new 
ups in robotics — and has been. 
manifested in successive waves 
nture businesses in transistor 
S, tape-recorders, calculators and 
adios — funding is available even 
mall entrepreneurs who are capa- 
of managing new technologies. | 

r these reasons, as well as others, 
ture capital of the US variety is not 
; not in great demand, but it would 
inacceptable on the terms it is usu- 
ly offered. Moreover, the buying ae 

ing of companies, in general, 

oked upon with disfavour in J A 
Financial institutions and other 
major shareholders are generally ex- 

i erted to establish pn dicis relation- 









































| g future stages of growth. 
ut there are more positive reasons 
for established integrated companies 
emerging as. the leaders of the 
biotechnological revolution in Japan. 
Tec 0j ally, it makes. ood sense. 


| biotechnology: 
i i sage quicker if a 

» |-related experience e 
Equally important is the stents 
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of continuing. access of large integrat- 
ed Japanese companies to funds on 
terms which are consonant with the 


-needs of sustained innovation is com- 


manding. Just as Japanese semicon- 
ductor manufacturers were able to fi- 
nance R&D and plant and equipment 
needs during downturns in the busi- 
ness cycles following the two oil crises, 
giving them a lead in world markets for 
16K, and then 64K random access 
memory devices, so Japanese antibio- 
tic manufacturers have taken the lead 
in innovation of new products intro- 
duced worldwide in recent years. 

It is of no mean importance for the 
future of Japanese biotechnology that 


the Japanese industry is a world leader 
in enzyme technology and the sole 





































ion factors to assure the high- | |] 


Kirin brewery: leading the way. 


source of 21 of the 26 enzymes pro- 
duced commercially at the end of the 
1970s. Japanese firms also are predom- 
inant in markets for biologically pro- 
duced amino-acids and have ac- 
counted for more than 20% of all new 
antibiotics introduced since 1980 — 
exceeding the sum total of all those in- 
troduced in the US, Britain and West 
Germany in 1983. 

If, as is generally expected, pharma- 





‘ceutical markets will be the first prov-. 


ing ground for competitive strength in 


| biotechnology, the Japanese industry 


is building from a strong base. Al- 
though Japanese pharmaceuticals 
companies are considerably smaller 


‘than the major international firms in 


the field, and are therefore spending 
ony a fractio ! an 
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of the amount devoted | 


pace than those of 


-> These firms tend to 


In 1982, accordiig to a survéy by 
Keidanren, the Japanese federation of 


industries, of 132 firms actively using 
biotechnology in production, at least 


60 companies were already engaged in 
applications to pharmaceuticals. 
Major brewers of beer and sake, distil- 
lers, soy-sauce makers and dairy-pro- 
duct firms have become leading de- 
velopers and producers of bulk anti- 
biotics. Synthetic fibre makers 
Toray, Teijin and Asahi Chemical — 
have ‘moved out in front in the produc- 
tion of interferon. And a large number 
of chemical, food processing, textiles 
and pulp companies are producing 
anti-cancer drugs in bulk for packag- 
ing and distribution by leading 
pharmaceuticals houses. 


W.: hile expenditures by Japanese 
firms on pharmaceuticals R&D 
have been rising steadily and at a faster 
f tothercountries, 
in 1978 all told, Japanese firms: ac- 





i duh for only 1 5 fo of the worldwide 7 


panese duc qu rae industry ac- 
counted for 23.1% of all new drugs in- 
troduced on the worldwide market- 
place, rising to 35.4% in 1983. 

When compared. with the .US 
pharmaceuticals industry, which was 
spending about twice as much as the 
Japanese industry to develop only 
about one-third as many. new pro- 
ducts, the R&D activities of Japanese 
firms would appear to be operating at 
an input-output efficiency ratio ap- 
proximately six times that of their 
American counterparts. Reasons for 
this higher capacity for developing 
marketable produci are not difficult 
to discover: ; 

» Japanese firms seem to reni more 
of their resources to applied research 
stages with strong market-orientation. 
As many as 75% of all phar maceuticals 
companies are engaged in monoclonal 
antibody research, a large portion of 
which is reportedly focused on de- 
veloping anti-cancer agents, monitor- 
ing bioprocesses and recovering pro- 
teins. 

» Bulk pharmaceuticals are produced 
by food and beverage companies with 
long experience and people highly 
qualified in bioprocessing technology. 
These firms also are of sufficient sizes 
to obtain economies of scale and learn- 
ing in the production stages, which 


markedly improves the economics of 


bringing. new products to the mar- 
ketplace. l 
i largely « on 
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to Get Rich Quickly? 


The big Prize Game for 225 Millions Deutsche Mark 
‘°° offers you chances as no other Lottery has offered before. 
Chances which you should not miss under any circumstances. 
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All winnings are exempt trom German 
taxes and will be paid out without any 
deductions, and in strictest secrecy. 
According to your wishes — and nobo- 
dy will know about it. 


Here are the facts: 


The Süddeutsche  Klassenlotterie 
(South German State Lottery) is a State 
Lottery — not a private corporation. It 
i$ being commisioned and controlled 
by the West German Government. All 
winnings are guaranteed. Tickets are 
sold only by government appointed 
and approved State Lottery Recipients. 
A Lottery has a duration of 6 months 
and consists of 6 classes. Each class 
runs for at least 4 weeks. Of 600000 
tickets in the game 291650 are win- 
ning a prize. Therefore, almost every 
second ticket-number wins. 


You never had a bigger 
chance to become a 
millionaire! 
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3) After each class you will receive an 
official winning list from me, to- 
gether with your original ticket for 
the next class. 


4) You will receive written information 
about each prize won 


5) Itisfor you to decide how you would 
like to receive your prize money, by 
cheque or any other manner. 


You can rest assured that your indi- 
vidual wishes will be considered by me 
personally, and that you will receive 
the best and satisfactory attention at 
all times. | wish you lots of luck! 


How you can partici- 
pate? Nothing is 
simpler than that. 


1) You order your ticket on the accept- 
ance form below and send the cou- 
pon to me. You will receive your 
original ticket within a few days. 


2) Pay your stake in good time and 
chose one of the means of pay- 
ment as shown in the Application 
Form underneath. 








Join in — Order your 
ticket immediately! 


Don't hesitate and participate in Euro- 
pe's most successful State Lottery 
with it's superior winning chances. 

Please complete the following coupon in block let. 


ters or by typewriter, detach at the dotted line and 
send it by airmail to: 


Ticket Application Form 


Y ! would like to participate in the new prize game of the South German State 
es Lottery and ask you to send me the following original tickets for the 76th 
Lottery, starting on 10 Nov. 1984. 





W | 
Government Accredited Lottery Agen! 


Kaiser, Staatliche Lotterie Einnahme 
P.O.Box 3523 
D-6200 Wiesbaden, Wes! Germany. 


ESBADEN 











or approx.: USS or £ or HKS 
full (l/l) tickets at 720.— DM each, 260,—200,.—2000.—- . . DM 
half (/2) tickets at 360.— DM each, 130, — 100,—1000.— = —— OM 
quarter (l/4)tickets at 180.— DM each, 65,— 50,— 500— =s. . | | DM 
winning lists incl. postage 870 650 67,—= 24.— DM 
Prices are for the entire duration LA g 
of thegame, for 6 classes lasting 26 weeks. thetotal amount o! = DM 


— ——  —— __" 








() | enclose my cheque in DM or the equivalent in USS or € 


The quoted US$, HK$ or € equivalents are only a rough estimate For exact exch ange 
rates please ask your bank. 
Cheques should be made payable to: |. Kaiser, P.O.Box 3523. D-68200 Wiesbaden. !! 
you pay by German cheque or DM bank dratt made payable to a German bank. bank 
charges not applicable. 
in all other cases, especially when remitting in currencies other than DM, you will be 
credited with the equivalent received for your remittance. Cash (only bank notes) 
should be mailed by registered letter 
Attention: Payments are also possible at any counter of The Hongkong and Shanghai 
Banking Corporation, Hong Kong, in favour of my accounts No. 111-458022-001 
(HK$ account) or No. 111-525614 206 (DM account) 
Exchange rates will be quoted at the counter 

L] | will make payment immediately after receipt of ticket(s) and your invoice 


Please tick off whichever applicable 
Mail the tickets to: Mr.C Mrs... 


Full Name 


Please print in clear letters 





Street 
and Number 
PO Box 





Country 
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Plug into profit with 


Australian Electrical and 





Electronic Products 


Australia makes a very wide range of 


electrical and electronic products for Ask the expert 














consumer, commercial and industrial who Knows Austad 
applications. Switches. Cables. Wiring. For details of suppliers phone 
Aerials. Connectors. Terminals. or telex the Australian Trade 


Resistors. Relays. Controllers. 
Switchgear. Telephones. Light 
fittings. Lighting control. Á- 
Lightning protection. Emergency ©. Beijing, 522331, telex 22263. 
lighting. Hazardous area © Seoul 7206490-5, telex K 23663. 
equipment. Gauges. Data modems. ss——« ———À^ Manila, 87 4961, telex PN 63542. 
Various forms of instrumentation. E d nea New Delhi, 60 1336, telex 31 61156. 
Most kinds of electrical and / LEDs ‘ Tokyo, 582 7231-9, telex 242 2885. 
electronic accessories. And — § > Osaka, (06)271 7071, telex 522 5334. 
many other items. This Australian § Singapore, 737 9311, telex RS 21 238. 
r skill — Sad ee E Hong Kong, (5) 731881, telex 73685. 

The reliability and high standard of their uala Lumpur, 420122 telex MA 30200. 
products has enabled it to become a regular 
supplier to many couritries throughout the 
world. Very likely Australia can fulfil your 
requirements quickly and competitively. 


Commissioner at: 


^e. Bangkok, 2860411, telex 82621. 
€ Jakarta, 330824, telex 46 214. 


€« Ask the Australian Trade Commissioner 
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> “R&D itself tends to be more efficient 
as a result of cooperative research ar- 
rangements within and among firms. 
The lifelong employment system has 
the effect of enabling the company to 
invest more in the continual training of 
research engineers and scientists, but 
the cooperative mode of management 
within the enterprise fosters the kind 
of teamsmanship that makes for syner- 
gistic results, 


t least 60 firms reported coopera- 
tive links with other firms in 1982, 
45 of which were involved in joint R&D 
projects. But as many as 116 com- 
panies. were conducting joint under- 
takings in biotechnology with research 
institutes or universities, including the 
exchange of personnel for special re- 
search projects and'advanced training. 
Most Japanese companies engaged in 
biotechnology. have also concluded 
cooperative arrangements with lead- 
ing. foreign firms, especially for the 
fer of DNA technology. 
-Most of these, with the new 
biotechnology firms in the US, are li- 
cence agreements, joint ventures, or 
R&D contracts under which a flow of 
technology i is assured to the Japanese 
Danese companies, in turn, 
ct clinical tests for new pharma- 
ceuticals, obtain government approv- 
als and undertake marketing in Japan. 
Typically, the US or European 
biotechnology firm develops a micro- 
organism and the related bioprocess- 
ing, extraction and purification pro- 
cesses needed to produce the desired 
product in quantities sufficient to pro- 












ceed with testing. The Japanese com- 
pany then goes on from there, taking 


responsibility for producing and mar- 
keting the new drug. | 

With expected growth rates up- 
wards of 16% annually for biotechnol- 
ogy products over the remaining 
years of this century, many Japanese 
firms in basic materials and depressed 
sectors such as synthetic fibres see in 
biotechnology a new hope for survival 
and growth. But since few of these 
firms are able to marshal all the tech- 
nical resources necessary for a com- 
plete R&D programme in biotechnol- 
ogy, both domestic and international 
cooperative arrangements have be- 
come a sine qua non for entry and com- 
petitive strength in the marketplace. In 
Japan, cooperation between drug and 
non-drug firms to bring a product from 
the laboratory to the market has often 
become an organisational approach 
just short of merger for the attainment 
of critical advantages of integration. 

While the logic of such integration 
most probably would lead eventually 
to merger or acquisition under prevail- 
ing business organisational behaviour 


in mos co ntries, the fierce. indepen- 
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‘invest. heavily in contir 
sand retraining of researchers and 
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and enables, Japanese companies to 
uing training 





bioprocessing engineers, and the loval- 


ties which this evokes in members of 


theenterprise, arenot readily transfer- 
able. ` 

. The extraordinary ability of Japan- 
ese companies to organise and finance 
the retraining of technical personnel 
must bé counted one of their major 
advantages; in: managing rapid 
technological change in bio-industries 
as well as in electronics. As a result, the 
1982 Keidanren survey shows, the 
number of Japanese firms employing 
more than 10 researchers i on 
DNA prope ie ae TO 


graduating from universities, com- 
bined with the virtual total absence of 
a floating labour market, made neces- 


sary the in-company retraining of 


biotechnical personnel. The lifetime 
employment system, in turn, forced the 
process of diversification of companies 
into biotechnological applications to 
assure employment of their members. 


Ithough there has been a shortage 

of experts in genetic manipulation, 
no doubt because of inadequacies in 
basic biological science in many uni- 
versities, the supply of bioprocess en- 
gineers and industria] micro- 
biologists is larger in Japan than in any 
other country. And this flow of techni- 
cians most needed by the fermentation 
industries must be counted thei t essene 
tial ingredient. u 
J peus universities have been. re- 
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firms, at pei have a d 
vantage over their US cou 
who are facing serious short 
both bioprocess engineers and 
trial microbiologists. 

As early as 1973, the shortage 
US had become apparent, ohea 
leading American scientist to | 
that unless things changed, it wou 
necessary to send students to Ja 
learn the techniques that are niece: 
to assure the continuation of the. 
mentation industries that are so V 
to the application of biotechno 
And, according to the recent OT 
port, no such change has taken 

In the short run, this comp 
structural imbalance in h 
sources — shortages of b 


































biotechnology firms and th« 
bio-industries, While oth 


at leas 
to correct the shortage of bit 
Larger established Japane 





oe 


'chnicians in the pre 
adjusting their human resource 
exigencies and promises of t 
revolution, 
than 60% of all Japanese fir 
ing biotechnology send so 





at present. Few, if any, US c 
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their critical shortage, however: 

In many. ways, therefore; the cu 
situation in biotechnology res 
the micro-electronics scene of 
1960s. At that time, the lead of 1 


turers seemed invincible. Bu 
shortage of electronic et igineer 3 
was already growing acute was te 
bine with ihe high cost of capit 
instability within venture 
companies.to restrict the abil 
American firms to sustain the 
level of innovation required to mig 
tain their advantage. The rest 
plainly evident, has been the heavy Ios 
of market share. 
At present, the much weaker gene 
tion of new biotechnology firms in 
US is confronted with the same Tw 
prospects of shortages of men 
money, both of which are more re 
available to established and | 
highly integrated Japanese firms w 
long experience in bioprocess 
gineering on which to build rapid 
ture growth. Unless these lacunae a 
filled, a repetition of the patterns. 
change in the electronics indi 
would seem : to be a Tcp ec 





























fter several years of great stress, the 
Ide economy has displayed clear 
; of recovery since 1983, suggest- 
ig that the worst of the international 
cession is over and raising the hope 
that orderly and sustained growth can 
once again be resumed. This is a good 
ime to take a brief look at the recent 
formance of Asian economies 
igainst the backdrop of developments 
nthe world economy since 1979 and to 
“the economic prospects of this 
erogeneous region comprising more 
n /0 developing economies. 

economic performance of de- 
oping countries depends, to a consi- 
ble extent, on economic condi- 


ia sl economies o of tight 
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hese policies were e essential 















% a year during 1977-79, to about 
3 year in 1980-81, to a negative 
th of 2.5% in 1982. At the same 


982, five consecutive years of 
)rsening terms of trade, with the 
mulative deterioration almost 20%. 
e abrupt decline in growth 
ought about a sharp increase in-un- 
ployment in the industrial world 
it, in turn, led to a resurgence of pro- 
'ctionism. This, as well. as a sharp in- 
ase in international interest rates 
avely affected the developing 






al commercial finance has dried up 
fficial aid inflows have slowed as 
s have reduced their exposure and 
ave tightened their budgets. . 





ustrial world. Several 


| fall i in > Jais develop growth of. 
| trade: from an average growth. 


the net oil-importing developing: 
1omies experienced, until the end- 


omies. To make matters worse, in. 
wake of a series of debt crises, ex-. 
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| non-oil developing world ... an 


nearly 4 


same time, the terms of trade of de- 
veloping economies have. improved 


slightly. International interest rates- 


have declined from their peak levels in 
1980-81, though by historical stand- 
ards they remain high in real terms. 
As a result of these developments in 
the world economy and their own po- 
licy responses, the Asian economies 
have experienced major changes in re- 
cent years. They have experienced a 
sharp sion des in growth since 1977- 
78 and a substantial increase in their 
external current-account deficits. But 
what is remarkable is that the Asian 
economies have done much better than 
the rest of. the non-oil developing 
world: | 
> Measure of success. For the non- 
real gross domestic product glow ve 
clined from an average of 6% a year in 
1977-78 to uae. 1:5% in. ‘ciel 83; for 






















Fund, based at its headquarters in 
Washington, G 





these CEN Asia, the decline 
was from 8% to 5.5%. For. the former, 
inflation accelerated from an average 
of more than 20% a year in 1977-78 to 


0% in 1982-83; for the latter, 
inflation was 6% in 1982.83, only 
slightly higher than the 4.5% experi- 
enced in 1977-78. 

For the  non-oil developing 
economies, the external cur 
count deficit rose from an average of 

19% of exports of goods and services in 
1977-78 to a peak of 24% in 1981 be- 
fore declining to 13% in. 1983, For the 
Asian economies, the average deficit 
peaked at 15% in 1980 and declined to 
9% in 1983. 

For all the non-oil developing 
economies, external debt outstanding 
rose from an average of 127% of ex- 
ports of goods and services in 1977-78 
to 147% in 1982-83. For the Asian 
economies, there was only a slight in- 
crease, from 78% to 81%. It was a tes- 
timony to the good performance of the 
Asian nations that, out of the 26 coun- 


€ What is remarkable is that the 
Asian economies have done 
much better than the rest of the 
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tries which undertook debt-restruc- 
turing arrangements in 1983, only one 
was from Asia. 

» Reasons: for success. There have 
been some common features in the po- 
licy responses of the Asian economies 
to the new economic realities. 

. Virtually all the economies in Asia 
slowed the rate of domestic-credit ex- 
pansion. Many also took measures to 
reduce their fiscal deficits, particu- 
larly when such deficits had been an 
important source.of excessive credit 
expansion {as in Bangladesh, Sri 
Lanka, and Thailand). 

The average rate of monetary expan- 
sion in the Asian economies during 
1982-83. was similarly | restrained, 
about 16% compared with 40% for all 
developing countries. The average 
ratio of fiscal deficits to gross national 
product in the Asian économies was 
also well below the developing world 
average += 3.376 as against 4.5%. | 

At the risk of oversimplification, it 
could be said that an important factor 
contributing to the better economic 
performance of the Asian economies 
was adherence to prudent financial 
policies. Flexible exchange-rate 
policies, facilitated by relatively low 
inflation rates, clearly have contri- 


‘buted to successful” adjustment ‘by 


maintaining or strengthening the ex- 
ternal Be of. the Asian 


economies. . ^ 
| n addition, the Asian economies have 
undertaken a wide array of other 
policies designed to. improve their 
structural functioning. Some have in- 
troduced comprehensive tax reforms 
io improve the efficiency and 
buoyancy of the tax system or have 
taken measures to improve the finan- 
cial system's effectiveness in inter- 
mediation by reducing or eliminating 
interest-rate subsidies and adminis- 
trative controls and by giving the mar- 
ket a greater role. (Indonesia, South 
Korea and Thailand have introduced 
comprehensive reform measures in 
these areas.) Still others have tried to 
improve price flexibility and manage- 
ment of public corporations. (Bangla- 
desh and Sri Lanka reduced price con- 
trols, improving resource allocation 
and helping fiscal adjustment.) 
Virtually all the Asian economies 
took strong action to conserve energy. 
some.oilimiporters in the region have 
been remarkably successful in de- 
veloping... ‘domestic energy sources 
(India with oil production, Bangladesh 


and Le land. with natur al gas, South 


Korea - Some 














food imports (Bangladesh and Sri 
Lanka) or in increasing self-reliance in | 
basic intermediate goods such as fer- | 
tilisers and chemicals (India and | 
Bangladesh). | 
In sum, the adjustment programmes | 
of most Asian economies have been | 
comprehensive, encompassing ‘not | 
only demand-management policies | 
but also structural reforms and sup- | 
ply-oriented measures. It is certain | 
that the Asian economies would not | 
have done as well in the difficult global | 
economic environment of the early | 
1980s had they not addressed their 
| 
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| 
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fundamental structural problems. 
Also, these economies began corrective 
action soon after the second round of 
oil-price rises as shown by the modest 
increase in external borrowing. 

. For its part, the International 
Monetary Fund has contributed sig- | 
nificantly to the adjustment process in | 
Asia by providing financial assistance | 
under its stand-by and extended ar- 
rangements, as well as under jts com- 
pensatory-financing and buffer-stock | 
facilities. During the period si 
1980, the IMF has. provided assistar 
to 19 Asian economies in an amount 
exceeding 11 billion special drawing 
rights (US$ 11.04 billion). 

Indications are that the pace of the 
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recovery in. ‘he industrialised world 
that started in 19 will be maintained 
The volu dd trade, 
which rose by about 2% in 1983, is pro- 
jected to grow by about 5% in 1984 and 
1985. A further modest. improvement 
in the terms of trade of non-oil de- 

veloping economies is expected. The 
favourable effects ‘of the recovery in 
the industrialised world on the exports 
of Asian economies have already been 





feit, allowing the region to continue 


the external-adjustment process in the 
context of improved growth. 


hus, in 1983, the average rate of 

growth of real GDP of non-oil Asian 
developing economies accelerated by 
two percentage points, while their 
combined external current-account 
deficit narrowed by almost US$4 bil- 
lion. This is in sharp contrast to the ex- 
perience before 1983, when the exter- 
nal adjustment had to be ir iplemented 
through a curtailment of imports and 
| growth. 

For the great majority of Asian 








quences “of ic old: recession: ees are- 
sult, the Asian: economies in general. 
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| Asian narkets for the 


| mas: important market for the 












have not become burdened 
sive foreign debt-service 
and are thus well placed to^ 
advantage of a world recovery. : 
If the world recovery proceeds as 
now expected and the Asian economies 
continue to pursue sound policies, 
will be able to carry out the exter 
adjustment that is still required in an 
environment of continuing grow h 
The Asian economies will benefit from. 
their outward-looking strategies, 
Such strategies have kept Asian e 
ports competitive and domestic ind 
tries efficient and have | encourag a 
transfer of technology and exp 
They have contributed to the steady 
crease in the Asian economies’ expo 
in world trade (up from an averar 
less than 6% in 1977-78 to 7 
1983). Economies with increased 
ket shares include South Kore 
laysia, the Philippines, Sings 
Thailand. 
The increasing interdepen¢ 
the region can be seen in the gi 
general intra-regional trade. 
1977 and 1982, the relativ 







































economies rose from 37% to 4: 
| 1982, Asia, including Japan, hae 
| placed the industrial countries a 
<p 








ist eda resort to mea- 
res restricting trade has increased in 
many industrial countries. In this re- 
gard, very few Asian countries have re- 
Sorted to an intensification of trade 
and payments restrictions to deal with 
heir balance-of-payments problems. 
Some of them — India and South 
| Korea, for example — have liberalised 
iports, even while reducing external 
current-account deficits. 

External. indebtedness. Develop- 
ments i in ithe international d dup mar- 


2 their debt ser- 


compared with the previous re- 
33.33 million tonnes in 1981-82. 


ich a new peak every four or five 
ars. It recorded a 1495 rise over the 
st five years. 


ecovered from the depressed perform- 
nce of the drought year (when indus- 
al growth dropped to 3.9% from the 
previous year’s 8.6%), picking up in 
y sectors such as coal, electricity, 
troleum and refinery products and 
el. The growth rate in public 
utilities and transport improved to 
11.8% in January-March 1984 com- 
pared to a mere 1.1% in January- 


lindustrial growth rate to 5.295; 

his was still lower than the 8-9% 
age targeted, though better than the 
% rate recorded in 1982-83. The 
of growth in the industrial sec- 
n [the last Chardon at 1983-84 





iysia, Thailand | 


: ranted to have achieved 1096. 
vth against a decline of 4% in| 
3. Foodgrain production scaled |. 
yeak toan estimated 153 million — 
| half of the current year. 


The industrial sector has also slowly: 


ch..1983, boosting the overall an 


grain production has tended to | 
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gross national product of 6-7%. 
growth had decelerated to 1.8% in 





ate debt-service. ratio should ensure 


that it will continue to have Fam) access 


to capital markets. =; 

A persistent complication in exter- 
nal indebtedness is the high interna- 
tional interest rates. This problem, 
however, is less pronounced for the 
Asian economies because of their mod- 
erate level of external debt and their 
substantial exports. The total out- 
standing debt of Asian economies is 
about half the Latin. American total, 
and the total of Asian exports is about 
double that of Latin America. | 

Some rough calculations show that. a 
rise of one percentage point in interna- 
tional interest rates would.increase the 
burden of interest payments for the 
Asian economies by. shout ve bil- 





riculture and the improvement in in- 


dustry during 1983-84 will likely be re- 


flected in a higher growth rate for 
GNP 


1982-83 compared with 5.2% in 1981- 
82. Last year’s rate of growth in GNP 
has been sustained through the first 


Prices, however, give cause for con- 


mun After a period of remarkable sta- 


bility in 1981-82 and most of 1982-83, 
prices have come under pressure. They 
rose sharply in the first two months of 
1983-84 but slowed.downa little there- 
after. The seasonal decline which takes 
place after September was weak and 
prices began to rise again in mid-De- 
cember. The re-emergence of infla- 
tionary pressures was attributed to the 
drought in 1982 and to an excess of 
liquidity. 


he annual rate of inflation in terms 

of the wholesale price index was 8% 
for the year to 30 June compared with 
7.11% in the comparable period in 
1983. In June and July, the index 
increased by 4.2% compared with 
2.7% in the corresponding months in 


. 1983. The government has taken steps 
to control demand and supply, includ- 
-| ing incentives for higher production, 
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P R the recovery is still unbal- 


1983-84, 


owing to steppe 


anced geographically. Also, there are 
uncertainties about the depth and 
strength of the recovery even in those 
economies where it has started. Until 
fiscal deficits are brought down and 
the structural rigidities are effectively 
dealt with in the industrial world, the 
recovery cannot be regarded as firm. 

Prudence is therefore required on 
the part of developing economies in 
shaping their policies. There has beena 
tendency in some for government ex- 
penditures to rise with the increase in 
export receipts. Until the recovery is 
clearly global, governments should 
avoid public-expenditure programmes 
that cannot be sustained over the 
medium term. Similarly, the upturn in 
the world economy should not prompt 
governments to ease their efforts to im- 
plement needed structural reforms. 

In short, t! hough the outlook for the 
world economy. is more favourable 
than it has been for several years, the 
adjustment effort cannot be relaxed.EKl 


ing fiscal discipline and mopping up 
excess liquidity. 

The balanee-of-payments position 
has improved. Foreign-exchange re- 
serves which stood at Rs 45.56 billion 
(US$3.89 billion) at the end of De- 
cember 1983 rose further to Rs 54.50 
billion at, the end of March 1984. In 
reserves increased by Rs 
11.85 billion against an increase of Rs 
9.10 billion in 1982-83 and a decline of 
Rs 14.58 billion and Rs 3.13 billion, re- 
spectively, in the preceding two years. 

The latest rise does not include any 
draw down from the 5 billion special 
drawing rights (SDRs) or US$5.01 bil- 
lion standby credit obtained in 1981 to 
provide a three-year cushion for a 
readjustment programme to overcome 
payments problems. India gave up the 
last instalment of SDRs 1.1 billion in 
view of the faster-than-anticipated 
improvement in the pavments position. 

But the rise in foreign-exchange re- 
serves is due largely to the inflow of re- 
mittances from Indians abroad and not 
to an improved balance of trade. 

The 1983-84 fiscal year ended with a 
larger-than-expected trade deficit of 
Rs 58.84 billion compared with a pre- 
vious peak of Rs 58.02 billion in 1981- 
82. During. 1983-84, imports surged 
from Rs 141.93 billion to Rs 153.47 bil- 
lion despite a dro Tu inthe oil-import bill 
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EPSON 


THE PX-8: THE DEFINITIVE 
PERSONAL COMPUTER 


Portable, yes. 
But more than a portable... 
First of a new generation 
Of truly personal computers. 
And probably all the computer 
you will ever need. 


f "n 


The advent of the EPSON® 
PX-8 points the direction 
for an entire industry. It 
integrates the two most 
powerful concepts in 
computing: the personal 
and the portable. A full- 
tunction personal the size 
ot a portable. Portable it is 
A mere portable it is not 
Specifications: 64 to 
184KB of dynamic RAM 
memory; RAM disk and 
built-in microcassette data 
storage; CP/M® operating 
system; large full-width 
(80-character) 8-line LCD 
display; full range of 
peripherals, and complete 
business applications 
software. 





The bank that masterminds some of 
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Italys most enlightened businesses 
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Olivetti's forward-looking research led to their sophisticated M24 personal computer 


The 20th century Italian genius Olivetti is an — Lombardy-based savings bank which is now not on! 


international entity whose network of interests a powerful financial force in Italy, but is becoming 
encircles the globe and produces every conceivable increasingly involved in corporate banking around th 
variety of business equipment — and is even now world, and expanding its resources with clients lik 
conceiving more for the future. Olivetti. 

With an organisation of Olivetti's scope it The modern Cariplo brings its own brand of 
is natural that two thirds of its annual turnover Italian genius to the service of international clients 
should be in sales outside Italy — last year the equiv- We now have a full service branch in Londo: 
alent of US$143.5m out of a total of US$216.8m. and representative offices in Brussels, Frankfurt 


Olivetti is, like so many other distinguished, Hong Kong, New York and Paris. Please call your 


world-orientated 
Italian companies, 
a customer 

of Cariplo, the 


nearest branch or 
contact us at our Head 
Office, Via Monte di 


CASSA DI RISPARMIO DELLE PROVINCIE LOMBARDE Pietà 8, 20121 Milan 


Encouraging enterprise internationally 


Book tine 
SUILE. 
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The world's top hotels book into 
The Review because Asia's top frequent 
business travellers regularly read it 
Our average reader spends more 
than thirty-six nights a year in hotels. 
i In fact, just 
our subscrioers 
f alone account 
for well over 
2 million room nights 
per year. And, incredibly, over half of them 
OOOk rooms for other people, AMOUNTING 
to yet another 900,000 room nights. 
Which is why youll find that over seventy 
of the world's most prestigious hotels 
are regular guests of The Review 
When you consider that almost all Our 
readers hold senior positions in business, 
the professions, or government, you'll 
realise The Review is more than a Good 
oookng. Its the sulle 
Book Ihe Review. Becouse when we 
talk travel, we mean business. 
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Our Executive Class 
is in fact a First Class experience. 


It's a treat! 

Air-India's Executive Class offers 
you a seat most airlines provide only 
on their First Class! With all the 
trimmings you could ask for. 

e More legroom and elbowroom. 

e Every seat a window or aisle seat. 

e A choice of two exclusive locations— 
upper deck or right next to the 

First Class. 

e Separate check-in facilities at most 
airports. 


e Complimentary drinks 
e A choice of cuisint 
Continenta 
And all the privileges 
on flying Executive Class 
Give in to temptation 
Book yourself on Air-Ind 
Executive Class.” 
Class going all the way 
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WestLB can generate the resources needed 
for even the most challenging projects. 


Big projects often call for putation by making big When next evaluating 
financing beyond national money available wherever your international or dom 
borders capital project needs arise. estic financing, talk first to 


WestLB, one of Germany's The Bank's global capacity the wholesale bankers from 
top three international banks, embraces the broad spec- WestLB 
has built its worldwide re- trum of financing packages 
tailored to clients needs 
around the world 


Westdeutsche Landesbank 


A strong force in wholesale banking 


WestLB 
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WestLB Asia Ltd 
BA T )w nr ABth F wor 

12 Harcourt Road 

Hong Kong 

Telephone: 5-8420 288 
Telex: 75142 HX 
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The road-show is off 





A Japan-Taiwan joint car venture falls through but there 
are new plans to upgrade the local industry 


By Carl Goldstein in Taipei 


aiwan is looking for alternative 

ways to capture a slice of the world 
automotive market in the wake of the 
collapse of negotiations with Toyota 
Motor Co. to build an export-scale car 
plant in the country. Cancellation of 
the plan for the joint-venture plant, 
announced on 6 September, after al- 
most two years of talks, was particu- 
larly embarrassing for the government 
as it was the centrepiece of efforts to 
upgrade local car makers and parts 
suppliers. 

A new proposal to force modernisa- 
tion and cooperation among domestic 
car and parts makers, by liberalising 
duties on imported cars, is now being 
touted as the alternative to the Toyota 
plant. In addition, Ford Motor Co. says 
it plans to invest an additional US$40 
million to more than double produc- 
tion by its local subsidiary, Ford Lio 
Ho Motor Co., and export 30,000 cars a 
year by 1987. But neither plan is likely 
to be able to support the high hopes 
raised by the Toyota joint venture. 

The main sticking points in the 
Toyota deal were export levels and 
local content. Taiwan had demanded 
that half the plant's eventual output of 
300,000 cars a year should be exported 
and 90% of the parts be made locally. 
Toyota feared the target would be im- 
possible to attain at competitive 
prices, as parts from Taiwan's small- 
scale and relatively inefficient manu- 
facturers cost 20-60% more than those 
from Japan or the United States. 

The agreement as originally signed 
in December 1982 between Toyota and 
the state-owned China Steel Corp. 
called for an initial capitalisation of 
US$265 million, which would rise to 
almost US$600 million by the time full 
production was reached in eight years. 
Toyota was to have a 45% interest and 
China Steel 25%, with the rest shared 
among several other local companies. 

In the wake of its cancellation, the 
government has been widely criticised 
for its inconsistent handling of the 
deal. Many observers think the June 
1984 change of leadership in the Minis- 
try of Economic Affairs (MOEA) was a 
watershed. Former minister Chao Yao- 
tung, who previously had been chair- 
man of China Steel Corp., was an early 
supporter of the project and played'an 
active role in persuading China Steel, 
which has no experience in the car in- 
dustry, to take the major local stake. 

When Chao was replaced by Hsu Li- 
teh, however, Taiwan's negotiating 
stance hardened. significantly. The 
three guiding principles — 50% ex- 
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ports, 90% local content, and technol- 
ogy transfer — that had originally been 
considered goals to work towards, be- 
came preconditions for an agreement. 
Toyota saw its original deal with China 
Steel turn into one incorporating fixed 
timetables for reaching export targets 
and penalties (in the form of reduced 
repatriation of profits) if it failed to 
meet them. 

This is the second time policy zig- 


 zags have aborted à major vehicle- 





manufacturing venture. In mid-1982, 
General Motors pulled out of a heavy 
truck deal after production had al- 
ready started when the government 


changed its previous commitment to 
long-term protection from Japanese 
truck imports to only a one-to-two- 
year grace period. 

"It was just wishful thinking to ex- 
pect Toyota to be able to market those 
cars under such conditions," com- 
mented one local car executive. "When 
you're talking about car exports, the 
end results are controlled by the 
buyers, not the sellers.” During the last 
weeks of negotiations leading up to 
Taiwan's 4 September deadline for a 
decision, MOEA officials indicated a 
willingness to Waive or reduce penal- 
ties on Toyota if factors beyond the 
company’s control, such as import re- 
strictions in a major market, caused an 
export shortfall. But the judgment was 
still to be made by Taiwan. Last-min- 
ute, high-level talks between Toyota 
vice-president Gentaro Tsuji and Hsu 
in Taipei failed to break the deadlock, 
and the deal was off. 


: 


| duce vehicles under licence 
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ments with foreign manufacturers, are 
hobbled by high costs and a small 
domestic market which last year 
amounted to less than 150,000 cars. 
They have had to be protected by im- 
port duties of 65% on foreign-made 
cars to remain viable. The same is true 
of parts suppliers, which have par- 
leyed the helping hand into a US$200 
million-a-year export business. 

Taiwan unveiled its new policy to 
encourage development of the car in- 
dustry earlier this month. Theidea is to 
lower tariffs on imported cars and 
parts over the next eight years to 30% 
in the hope that increased competition 
will force local parts manufacturers 
into mergers to achieve economies of 
scale. The government also would like 
to see a reduction in the number of car 
makers. 

Government planners are talking 
about raising the value of exported car 
parts to US$2 billion within eight 
years by moving strongly into the ori- 
ginal equipment market. This involves 
supplying mechanical and electrical 
components directly to overseas vehi- 
cle manufacturers. Current sales are 
weighted heavily towards “after mar- 
ket." sales (replacement parts) and 
non-functional products such as seat 
covers. 


SPASTIC eae VU OU TNR oa 
"T THCY er ae ee Taiwan's six car makers, which pro- 


» Charles Smith writes from Tokyo: 
The collapse of the Taiwan project 
has left Toyota somewhat at a loss as to 
how to pursue its strategy of building 
up an offshore manufacturing pre- 
sence in the region. In Southeast Asia, 
the company has modest assembly 
operations in Malaysia, Thailand and 
Indonesia but no full-scale manufac- 
turing operations. Toyota is known to 
have had talks with China on a scheme 
for upgrading the technological level 
of the Chinese motor industry, but dis- 
cussions do not yet seem to have pro- 
gressed far. A Chinese project would in 
any case be aimed at China's domestic 
market and would not strengthen 
Toyota's regional or global position — 
as the Taiwan venture might have 
done. 

The collapse of Toyota's Taiwan 
hopes leaves Nissan in a relatively 
strong position in the Taiwan motor 
industry, by virtue of its technical tie- 
up with Yue Loong, the largest of the 
local motor manufacturers. Yue 
Loong, along with other domestic 
manufacturers, is suspected of having 
lobbied intensively against the Toyota 
project — which would have given the 
country a manufacturing capacity 
nearly three times as large as the 
domestic market. 

Nissan is believed to be considering 
buying a capital stake in Yue Loong, 
but the company says no decision has 
been taken on this. It seems clear that 
Toyota's departure will encourage 
other international car manufacturers 
to take a fresh look at Taiwan. u 
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Renewed interest in Hong «on 






priimierciat: | property, especialy 


in prime areas, gives comfort 1 iO the semiton 5 biggest landiord | 


By Anthony Rowley in Hongkong 


H ongkong Land is battling to regain 
its market share in the territory's 
troubled property sector at the same 


time as balancing a heavy burden of 


debt. There are signs that it is winning 


the battle on both fronts — and that 


demand for, prime office space is be- 
ginning to revive; despite the political 
uncertainty over the 199'7issue. - 
Land on 14 September announced 
its interim results for 1984, showing 
net earnings of. HK$175 "million 


(US$22.4 million) compared with a net 
loss of HK$10 million in the first half 
of jen The latest c qe are jen 





the territory" S S Biggest subs com- 
pany, like the market, finally appears 
to be recovering. 

According to Land's chief operating 
officer, David Davies, office rents in 
the Central (business) district have 
fallen only 5% this year after a 25% de- 


cline in 1983 and, Davies told the 


REVIEW, 1984 will be seen in retrospect 
as the "bottom of the cycle." 
massive development. =>- Exchange 
Square, on the waterfront — due to 
come on stream next spring, Land has 
every reason to talk up confidence, but 
there are some positive signs. 
Two things appear to be happening: 


_a revival of interest by foreign banks 


and others in prime Central office 





space in Hongkong and a-slow-move. | 


back towards the Central area, where 
office oversupply is greatest, as rents 
decline to more realistic levels. Davies 
admits that Land (which he joined only 
in August 1983, replacing Trevor Bed- 
ford) was too inflexible in its rental 
policy in the past, helping to drive 
tenants out of Central. 
So the “No. 1 priority" has been to 
regain market share and thus boost 
cash flow, even at the expense of some 
sacrifice on asking rentals. The result 
is that Land has pushed the total óccu- 
pancy of its commercial portfolio up 
from 88% last year to 9296 this year, 
including the new Hongkong Club 
building. And it has doubled its share 
of net new office Space take-up in Cen- 
tral to 72% in the first half of this year. 
Davies makes a pointof the fact that 
while no pre-commitments had been 
received on thé Hongkong Club build- 


| ing before the occupation permit was 


DEM in June, » 10 % of th s have since 





With a. 


RARIOR E EE Aa NAA A Ed " 
—— - " oiana anmann eee r r r A a AIERNRAEUNURTRE A AE a UE E CORE EM M MM RR C ERE MM MMC REN DID MN 


loffice 


kong Land tenants ind of the other 
eight, three were banks new to Hong- 
kong; from Indonesia. Japan and 
South Africa. 

The asking rent on ilie Hongkong 
Club is around HK$20 per ft^ per 
month inclusive of charges: or 
HK$17.50 exclusive, according “to 
Land. Davies admits that at these 
levels the Hongkong Club would ‘not 
yield an overall return capable of tovi 
ering the cost of borrowed ‘funds’ at 
current levels, but part of the develop- 
ment was funded out of equity. | 

The crucial question: still remains 
that of revenues and yields from: Ex- 
change Square. Expected. to: cost 
HK$8.5 billion in all (including. in- 
terest charges); this — the biggest 
development undertaken by Land — is 
being funded entirely out of Duda. 
ings. When the building was conceived 
and the massively expensive site n 
chased (under Bedford) for HK$4.7 
billion it was envisaged that asking 
rentals might be HK$30-40 per ft*. 

Now Davies is talking of rents nearer 
HK$18-24 exclusive of charges. This 
compares with an average of HKS19- 
20 in Gloucester-and.Edinburgh tow- 
ers (buildings. from which‘ existing 
Land tenants may well elect to move 
into Exchange Squar €) though as with 
its existing buildings Lang nay have 
to offer various $ s and 
prices to entice | tenants to Exchange 
square. 











f Land is not to “ransack” its exist- 
ing developments to find tenants for 
Exchange Square, as Davies puts it, it 
needs to look hard for new ones, which 
it has been doing through an interna- 
tional marketing campaign designed 
to “put Exchange Square in people's 
minds" rather than to secure pre-com- 
itments. Davies’ thinking is that, in the 
event of a well-received Sino-British 
accord on the future of Hongkong, fi- 
nancial institutions and multinational 
corporations will increasingly see the 
territory as a headquarters to do busi- 
ness with China, and Exchange Square 
as their precise location. « | 
Davies cites the almost total lack of 
new office buildings in Shanghai — 
rerits in one new joint venture with Sun 
Tikely to be “dou- 
Hongkong le -and the asking 
re of f HRS35- 40 equivalent in the 
ati Da T rust, and ine 
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jen W ieclock House, anchor major 
Central development, has come on 


stream. Take-up of office space last | 


year, according to JLW, was over- 
whelmingly in the Wanchai-Causeway 
Bay areas of Hongkong Island and in 
the Tsimshatsui area of Kowloon 
rather than in Central. This is a trend 
which. has been under way since 1979 
but which Davies claims is now being 
reversed, 

Financing Exchange Square con- 
tinues to have a major impact on 
Land’s borrowings, which rose from 
HK$13.2 billion to HK$14.2 billion be- 
tween the end of 1983 and the halfway 
mark in 1984 and are expected to reach 
around HK$14.8 billion by year-end. 
However, given that Land paid more 
than HK$1.9 billion to the Hongkong 
Government in August as the final 
payment on the Exchange Square site, 
the increase in borrowings still reflects 
a positive cash flow of some HK$900 
million. | 

Land still has untouched the HK $2.5 
billion revolving facility it arranged 


earlier this year plus some HK$2 bil- | 


lion of a "club" loan it secured from 
various banks. The average cost of 
Land's borrowings has been running at 
EOS less than 12% so far.this 





A strong "am 


Kirin Brewery, Japan's top beer brew- 
er with a market share exceeding 
60%, posted a 59.8% gain in net pro- 

_ fits to Y12.6 billion (US$51.2 million) 

. for the half year ended 31 July. Turn- 
over rose 7.7% over the comparable 
period of 1983 to X620 billion. De- 
spite the unusually hot summer this 
year, the volume of sales dropped by 
2.5% due to. severe competition 
among various drinks and to a tax in- 
crease in May. But the fall in volume 
was covered by the introduction of 
higher-priced products. Price rises 
announced late last year also helped 
to increase the value of sales, Re- 

. duced production costs resulting 
from automation and €3 billion of in- 
vestment income contributed to the 
big increase in profit. 

The company predicts a 32. 2% rise 
in net profit to Y 26 billion and a rise 
of 8.4% in sales to 1.16 trillion for 

E the full year rending 31 January. . 
— KAZUMI MIYAZAWA 





^» nelps I Dodge Philippines Inc., the 
pre nutact 
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E COMPANY RESULTS 


year and is not expected to exceed 


| full-year figure in 1983. 


vious UY of ae 000 to a loss of. 





12.5% for the year as a whole. Land has 
kept the: average rate comfortably 
below current (high) levels by taking 
advantage of cheaper rates at the be- 
ginning of this year when interest-rate 
reviews.came due.and opting for maxi- 
mum maturities at those rates. 

Interest, meanwhile, continues to be 
capitalised in respect of Exchange 
oquare and the Hongkong Club. Out of 


HK$687 million actually paid to banks 


in the first half of 1984, HK$148 mil- 
lion was, capitalised out, leaving a net 
CERO of. up million compared 





PRAES a ~~ income of P1 LL million 
(US$611, 111) in. the. January-June 
period, exceeding the PT. 2 million 


Company. president Ramon Santos tm 
attributed the improvement to export 
gains which, in turn, were aided by |b 
peso devaluations. The exchange fac- 
tor enabled Phelps Dodge, a Filipino- 
American joint venture. with. the 
Soriano group as the local partner, to | 
earn greater peso proceeds from dol- 
lar revenues. Santos was optimistic | 
about a good earnings.performance | 
for the rest of the year. | —LEOGONZAGA | 

| | 
| 
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Not-so-big Ben 


Singapore's food-based Ben & Co., 
the takeover target of the Brunei 
royal family-affiliated QAF Hold- 
ings, reported. interim losses of 
S$819,000 (US$379,166) for the half- | 


. year ended 30. June, 10. 495 worse 
than at the previous interim. 


Group sales, at S$16 million, 
showed only a marginal decline, but - 
operating returns shifted from a pre- . 












[| health inthe mid-1970s 


| Australia,” 


Leading carpet maker and 


million. The company's 
.NZ$2.2 million, Analysts are picking. 
oja profit. rise of about 15% for the full 
14 enr. Ln 
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continue, far up to: en 
completion of the devel 
ther Land's profit-and- loss 
suffers any ‘auma: beyond Ihat wW 






come from matinee Sq uare 
while, Land has paid no in 
vidend and will again make 
nominal payment for the full yea 
something which will save it.aro 
HK$560 million, which was ihe t. 
payout in 1982. * 
Davies stresses that it will: iti 
“long time to build the comp: 
again." But he points out th 
nexus of high interest rates: 
property-market levels was t 
savage in Britain when. he to 
MEPC and turned it back 





in Hongkong now. And th 
suffered a HK$6 billion drop it 
| holders f funds last uon as a re 





—— with 
worst level. 





MEPCS us 


“pre 

( US$25. 8 million) tor ihe: vear ended 
30 June. In addition, it scored extra- 
ordinary profits of A$14.1 million, 
chiefly from, the public listing of 
Reuters Holdings. 

The company plans to raise A$96 
million by way of shares that do no 
carry voting rights. The funds raised. 


will help the company in "possible | 
acquisitions which ariseinitsfieldof | 


endeavour, both within and outside 
the directors said. 


~~ HAMISH McDONALD. - 


Feltex profits up 


diver- 
sified industrial group, Feltex New 
Zealand, lifted profits by 12% for the 


half-year to 30 June to NZ$20. 9 mil- 


lion (US$10. 3 million), while tam- — 
over rose a meagre 2% to NZ$487 
8 tax bill was 


— UNDA SANDERS. 
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HONGKONG: 1 Fédis oti a Farther rise in Teal i in- 


terest rates depressed market sentiment in the 
first two days of the holiday-shortened period 
but these were soon extinguished as the likeli- 
hood of an imminent rise faded. The Hang Seng 
Index rallied in the later stages and closed the 
period at a three-month high of 963.52, up some 
17 points. Brokers attributed the rise to rumours 
that a mutually satisfactory agreement had been 
reached on the future of Hongkong's airline, 
Cathay Pacific, a member of the Swire group, 
and to the financial secretary s optimistic review 
f the territory's economic growth prospects this 







n 0: The upward trend was supported by 
h buying interest from investment trusts, 
gon blue-chip and electrical stocks. Elec- 
mpanies announced upward revisions of 
ted earnings. Pharmaceuticals continued 
aet interest while car-parts makers were 
ly traded, spurred by a revival in demand 
ks. Japan Air Lines hit a high, buoyed by 
ectations that its recurring profits would rise 
ld this year. Foreigners were reported to be 
yers, though not to a significant extent. 
g volume peaked just before the weekend. 


(OK: The controversial dismissal of 








OW n3 iety in the local banking 
or, failed to dampen trading over the period. 
tead; the market registered broad gains on the 
if continued speculation about substantial 
ds in a concession areà where Siam Citi- 
a stake. An announcement by the Inter- 
inance Corp., the World Bank's invest- 
irm, of joint investment in an expansion pro- 
ct at Siam City Cement not only benefited all 
M hree cement counters but also contributed to 
general bullishness. The Book Club Index ap- 
ciated 0.8 of a point to close at 118.76 on aver- 
e daily trading of Baht 47.2 million.(US$2.1 

















AUSTRALIA: Prices lifted slowly at the start of 
the period from the setback on 10 Sept. with in» 
est in media groups sparked by news of dou- 
bled profits at publishers John Fairfax. An. oil, 
how at the Jabiru 4 well boosted activity in 
Broken Hill. Proprietary. {Pakeovers in the man- 
ufacturing area highlighted’ trading throughout 
the period’ A strong surge in the Dow Jones en- 
ouraged: a ent confidence on 14 Sept. 
| | lian Ordinaries Index 





















points to 
6 points on the last trading day of the 













: ins for several | days he, um enc ountering resist- 
ice; Turnover was better initially but fell away 
acu the end. The tone of eS which Bi bleed 





| MOST markets! in deis emared raíties in line "with g gains in New York and London i in 
. the period to 17 Sept. Bucking the trend were the Philippines and South Korea. Gains 
made by the other markets were, however, slim. Hong sone led with an advance of 
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tion of ministerial comments apparently aimed 
at preparing the way for some redistribution of 
income added a worrying undertone. 


SEOUL: The market eodénded its weakness of 
the previous period, with the composite index 
falling by 1.95 points to 134.8. Trading was down 


to an average of 9.71 million shares, off 2.61 mil- 


lion on the period. Confidence was severely 
shaken by an announcement from the United 


| States Department of Commerce regarding a 


preliminary decision to impose an average anti- 
dumping levy of 32.6% on imported South Ko- 
rean colour TV sets. Electronics issues plunged, 
led by Orion Electronics. The electronics indus- 
trial index was down 6.78, while pharmaceuti- 
cals fell 6.57 points. 


KUALA LUMPUR: The market experienced yet 


another period of drift as even a reassuring 28- 
point lift on Wall Street on one trading day failed 
to galvanise investors. Prices generally finished 
easier, with trading dominated by a handful of 
speculative finance and industrial counters 
which did achieve some small gains. Fraser's In- 
dustrial Index showed a marginal five-peint gain 
on the back of a technical correction en.thé last 
day of the period. Total traded volume. was 
among the lowest this year — 26 million shares 


| valued at M$63.4 millior (US$26.98 million). - 


SINGAPORE: The market managed to slow its 


with Fraser's Industrial index at 4 $656. 48, a 
9.37 points. Volume continued to hold at virtu- 
ally the same moribund level as previously, with 
daily turnover averaging.11.5 million shares. The 
volume leaders remained the same situational 
counters that have held what is left of investor 
interest over recent weeks -— Pan Electric, 
Promet, Sime Darby, and Lee Kim Tah. 


TAIPEI: Helped by modest buying by institu- 


‘tional investors after sharé prices had fallen in 
early trading, the market picked up towards the 
end of the period but was. un&ble to maintain the 
momentum. The weighted prite index managed a 
small rise of 7.24 points to close the period at 
882.01. Turnover was valued at a thin daily aver- 
age of NT$449 million (US$11.22 million). 
Analysts welcomed the return of institutional in- 
vestors to. the market and cautiously forecast 
that the recent slump might be nearing an end. 


MANILA: Brisk activity centred on two oil is- 


sues. Big single deals involving 641.6 million || 
shares of Podco and 108.2 million of Philodrill . |. 
boosted total volume to 963.87 million shares... 

But with other high-priced issues again in the. | | 
doldrums, value reached only P7.9 million. | - 
(US$462,000). Initial gains were wiped out by . 

selling later, pushing the mining index down 4:66 |- 


points to 937.26 and commercial-industrial: 
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Aust. All-Ordinaries Index 
t1 Sept. 71 
12 Sept. 71 
13 Sept 71 
14 Sept. i. fe 
17Sept. s. 7f 
Change on week ummm FELS 

17 Sept. — "change 
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Ampal Exploration 2.75 = 
Ampoi Petroleum 1.68 12 
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Hang Seng Index 





11 Sept. ck 
12 Sept. : 93 
13 Sept. i ee Mi 
14 Sept. 
17 Sept. 
Change on week .. 1. 1. E 














Associatid Hotels 
Atas imeti Ex Div 
Bank of E.A 
Cheung Kang 
China Light 

Conic 

Evergo £x. ^i 1.87 13.9 
FE. Corispriam 2 
FE. Hobis 
First Pac Holds 


















o 109.4 43. THe loser ir -Á 5 


































t inner l l ; Sankyo Pha. oy 
ndBaek ÉxDiv. — 3325 | 3 ^| SanwaBank ——— 
ge ž Sekisui Pretab Homes © 

l Sharp 
6.8 Shrisexto 

2B Sony 
E ES . Sumitomo Bank 
uox  Taisei Const. 
Bank, Ex Div T0 | TakedaChem oo cG 
Holes. E $ 9 56 Tokio Marneandfire ^ — 
Wty "AP Seni * 4405 LE 136 Tokyo Elec. Power 
sphone 44.00 ~ 34 Toray 
auFemy Ex Div. 2.45 am 61 Tory! 
i 168  ..—. ^ 24, | YeyoKogyo 
wig Face 6  ghg — 55 280. |. ToyotaMotor 
on Whampoa 14:96 +44 39.5 Yamaha Motor 


rong Ship 2.275 ott 149 
ck “AS 370 19 95 NZS onweek = yleid 
Aarti. ^A" 1 85 sn van Alex Harvey . 2.35 4A :47 
n Holdings 210 -— 38 Bnerley 4.39 21 523 
Ex. AR 3375 228 143 Carter Holt $92 |o $8 
wi Ek Div. jaco 22755 434 53 | DominionBrewernes 145 ~ 01i T8 


Lion Breweries — 2.07 ‘05 78 
NZ Forest Products © 3.28 $3, 4055 
NZ Oil and Gas . 038 050 i - 
NZ Steel: - : , 245 . +89 . 7*4 f rere TEE E. i . Cai S . i LR 
UEBindustibs ——— Y585 00547 817 | ing: i LAB i (08 = 
Wattie 





Tang — 
"UStFar East 
Yue Lacey Motor 








































Seer 





10,493.10 
40,578.76 | 0i 
; - 10,621.54 


+157% || PHILIPPINES : 


Manila Mining Index 
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: house here that not sey shape Asia’s future but af- 
the entire world. Asia 1984 Yearbook covers these 



































1s bigger rg more Sorprenencive than ever be- 
Matching the rapid pace of Asian development, we 
gone into SE bid detail, ME eque die to po 


pecial Section, namely Commodity Futures and 
an activities at the United Nations. You will find fami- 
chapters and features as well: a Regional Round-up, 
Power Game, Population & Food, Development 


outh Pacific and Asian Organisations. . 


countries. Each is divided into 3 sections — Political/ 
zial Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to Aus- 
tralia and New Zealand, and then back to Pakistan via 
India, Indonesia, Singapore and Malaysia. 


harts, tables and graphics to illustrate the material, in- 
c ding s a ful military. PT of every country. 


: ‘Each Bounty is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 


and Reece! and cultural landmarks: 








Asia 1984 Yearbook jaudas two new vehapiers in 


iks, Asian Finance, Asian Investment, Energy, Com- ` 
odities, Aviation, Shipping, Trade. & Md, West Asia, : 


The main body-of the book contains chapiers an 31. 


s in the past; the Yearbook has an abundance of 


first-hand information on everything from market poten-  . 
tial and population trends. to foreign aid. involveryents E 


also been supplied with a set of vital statistics compiled 


against a master questionnaire provided by Yearbook 
experts. 


How We Did It | 
Published by the Far Eastern Economic Review, the 


provide on-the-spot reports from eve 


capital. From Islamabad to Tokyo 
and virtually every area of interest: 
p — team sd writers, oe 3 


E only: the Far reat 


Soft Cover: HK$150/US$ 


Wap Si | 
ae B E METRUM TEM ; "E 
IPTE eEsbOrn Pocubiani ik 


` £ Please rush me copy/copieś ofthe Asia 1984 Yearbook as 


. s: E: 
EDS i EN 
Ite ar) : ^ 





i "For airmail delivery, please a 


19.95/£13.00/M/S$42.50 - 


Hard Cover: HK$180/US$23.95/£15.90/M/S$50.00. 
For airmail eu yea add: HK$45/US$6/£4/M/S$13. 50 


To: Publications Division, 
Far Eastern Economic Heview, 
G.P.O. Box 160, l 
Hongkong 


indicated. | enclose a cheque/postal order for 





Du MEE 
DIDI AMNEM 
S ct wnt ta et atic Boe PostCode... 
OTN Noes cats Beane esa cee ees lactate 
Asia 1 984 Yearbook (Soft Cover} 

Price: HK$150/US$19.95/£ 13.00/M/8$42.50 each 

No. of copies Ll by surface LJ by airmail" 
Asia 1984 Yearbook (Hard Cover) r 
Price: HK$1 80/US$23. 95/£ 15. SOIMISESD. 00 each | 

No. of copies LJ. by airmail” 


AM by surface. | 

















. Yearbook is the result of thousands of man-hours spent 
- every year. Every week, the Review's correspondents 
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: Oia hidden behind high walls and 

: guarded by an armed People's Liber- 

- ation Army gateman, is what was for- 

. merly known as the city” s Interna- 
| tional Cemetery, or the Wanguo 

. Gongmu. In fact, the word “interna- 

. tional" was a misnomer as the cemet- 

` ẹry was originally used exclusively as 
a burial ground for wealthy and in- 
. fluential Chinese, many of whom 
purchased family plots and con- 
. structed tombs there in anticipation 
of their deaths and those of their de- 
|. Scendants. 

-—. One of those who did so was T. V. 
. Soong, one of old Shanghai's leading 
- industrialists and once one of China's 
: most influential men. He was buried 

there along with his wife some dec- 
ades àgo. But the family plot today is 
iso the resting place of Soong Ching- 
ling, Soong’s daughter, who married 





famous Soong sisters to remain in 
ina after Liberation. (One sister, 
oong Mei-ling, was the wife of 
<uomintang [KMT] president 
'ħiang Kai-shek and the other, 
bong Ai-ling, was married to an- 
high-ranking KMT leader.) 
Badly damaged in the late 1960s 
ring the Cultural Revolution, the 
netery is now designated a histori- 
site, open to tourists and other vi- 
itors to Shanghai, 
Cemetery of Soong Chingling, Hon- 
rary Chairwoman of the People's 
epublic of China." Since mid-1981, 
jhen Soong Chingling was interred 
here, the cemetery has been com- 
etely renovated and transformed 
' an attractive garden. In the 
entre is a lifesize, white marble 
tatue of Soong Chingling with four 
family tombs located just behind it. 
The two larger ones, marked by verti- 
al gravestones, are of her'parents. 
Flanking those are her graveand that 
Of her long-time ser- 
Xant-companion. 
.. But though Soong 
Chingling S grave is 
he major tourist at- 
raction, the éemet-. 
ery also holds an 
equally | interesting 
assemblage of the 
^f^ remains of hundreds 
| of Shanghai's pre- 
1949 foreign resi- 
dents. The area is di- 
vided into a series of 
> rectangles, each of. 
them containing a 
number of graves 
marked with identi- 
cal headstones of 
| polished cement, 
| bearing the first and 





























| revealing n no other information. 


Sun Yat-sen, father of the Chinese | 
volution, and was the only one of 


and renamed 


However, an old Shanghailander 


can recognise many of the names as 


Deron elne to people originally buried 
remains have apparently been re- 
moved to the newly renovated cemet- 
ery only recently: The uniformity of 
the headstones and the orderliness of 
their arrangement give this section 
of the cemetery a military appear 
ance. 

According to cemetery Workers, 
there are 600 foreigners' graves there, 
transferred. from other Shanghai 
cemeteries desecrated during the 
Cultural Revolution. There is also 
another area of the cemetery in which 
space has been set aside for the re- 
mains of 200 well-known Chinese. 
The remains of 150 of these have al- 
ready been interred there, and:those 
of 50 others are expected to arrive 


. Soon, 


hanghai was once home to the 


largest foreign community in 


China, and thus it is not surprising. 


that the city’s graveyards held the 
largest number of foreigners of any in 
the country. Established by religious 
missions and the municipal councils 


of Shanghai’s International Settle- 


ment and French Concession, the 
cemeteries were maintained by these 
organisations until they lost their ad- 
ministrative powers when the com- 
muniststook over. -> 

During the 1950s and 1960s, 
Shanghai began to expand rapidly 


beyond the outskirts of the old city, 


where the cemeteries had been lo- 
cated. In an effort to make room for 
the city's growth, the Shanghai City 
Peoples Government ~, carefully 
moved the graves further from the 
city’s centre, where they continued to 
be well looked after until the Cultural 


Revolution. 





————— 


Shanghai funeral, 1916; Soong Chingling: the premier s promise is fulfilled. «wc 









But then the leftists, readily re- 
sponding to the call of Chairman Mao 
Zedong — "Destroy the old and build 
up the new" — went on.a rampage, 
wrecking everything in.sight which 
was associated with China's colonial 
or even its traditional feudal past. 
Among the vandals’ first targets were 
the churches and cemeteries left be- 
hind by the Western missionaries, 
whom the leftists regarded as having 
spearheaded the West’ E efforts to col- 
onise China. 

The graves of wealthy foreigners 
and Chinese alike were destroyed or 
badly damaged by the revolutionary 
students, and residents in the areas 
affected were quick to salvage 
headstones and other building mat- 
erials from the rubble for their own 
use, leaving. the graves bare and 
without any means of identifica- 
tion. 

It has been said that the late pre- 
mier Zhou Enlai was perturbed by 
the destruction wrought by the stu- 
dents, though at the time he could not 
openly condemn their actions. In re- 
sponse to protests from Peking's dip- 
lomatie community concerning the 
damage done to graves of that city's. 
international cemetery and those of 
other cities around the country, Zhou 
indicated his displeasure at the de- 
secration and promised that remain- 
ing graves would not be touched and 
that damaged graves would be re- 
stored. 

Most of Shanghai's foreign resi- 
dents were compelled to leave the 
country soon after 
the Cultural Revolu- 
tion got under way 
in earnest, allegedly 
for their negative at- 
titude towards the 
“dictatorship of the 
proletariat" and as 
enemies of the revo- 
lution. Following the 
departure of the 
foreigners, the ques- 
tion of the outraged 
graves. was almost 
forgotten. Only now, 
.18 years after- the 
outbreak of the Cul- 
tural Re 'O lution, dis 
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Sabena Business Class proves that air travel can still be a pleasure. 


Sabena. 
Savoir faire in the air. 


Now Business Class gets a new meaning 
when you fly via Brussels. 








There have always been good reasons for fly- — ed attention of a special cabin staff, an extra 
ing Sabena to Europe via Brussels.The capital wide range of reading matter, Sabena’s supe- 
of the EEC provides an ideally located gateway rior cuisine served on special tableware anc 
to the rest of Europe.Flights are convenient. complimentary cocktails, wines and liqueurs 
ly timed and Brussels airport is compact and served in real glasses. At Brussels airport you"! 


hassle-free. also find a special quick check-in and Business 
And now, the airline that's renowned for Class lounge. 
looking after its passengers' well-being an- That's Sabena savoir faire. 


nounces that its Business Class, already avail- 


able in Europe and across the Atlantic, will Your travel agent or Sabena office has all the details 
soon be extended worldwide. Enjoy the undivid- about Sabena's worldwide network. 





Make sure you're booked aboard 











| 


einen ———————— A EES = x M — 


eet rrr E AP A e CA BA CLAIR emi AM a A PAP N M a m B ee aer rte 
— «s - 


H 
i 
H 
i 
i 
i 
i 
1 
| 
i 
H 
i 
| 
i 
H 
i 
i 
H 
i 





The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along tashionable Orchard 
Road, next to a cinema and bowling alley. Just 30 minutes’ 

drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants * Nightclub e Disco Club 

e 5 Cocktail Lounges € 24-hour Coffeeshop ¢ Shopping Arcade 

e Airline Offices e Bank e Travel Agent and Car Rental Counters 
e Medical Clinic  Hairdr essing Salon * 24-hour Room Service 


* Laundry and Valet Service 


"Mandarin Recreation & Health Centre 

e Gymnasium * Massage * Steam & Sauna Baths e Hydro pool 
e Tennis * Squash * Swimming Pool * Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities 

e Pillarless Ballroom (for 1200 persons) è Meeting/ Exhibition/ - 
Banquet Rooms (of various sizes) * Full range of up-to-date Audio- 
visual Equipment * Executive & Secretarial Services 

* Foreign Interpreters and Guide Service 


For reservations, please call your travel agent or: 

* LEADING HOTELS OF THE WORLD 
Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
Singapore (65) 737-9955 

e UTELL INTERNATIONAL 
Hongkong (5) 295-591, Tokyo (03) 407-0564, Manila (85) 46-55, 
Singapore 338-3488. 





‘Inthe tradition de Mis 


333 Orchard Road, Singapore 0923. Telephone: 7374411. Cable: Manrinotel 
Telex: RS 21528 Manotel. Postal Address: Killiney P.O. Box 135, Singapore 9123 


A member of Mandarin Singapore International 


MSI Regional Sales Offices: New York (212) 838-7874 * Los Angeles (213) 627-0185 
* London (01) 583-5212 è Sydney (02) 276-677 è Tokyo (03) 584-4250 
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WWE: Kop Tanaka BCT. 


Ihe 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years the | 
bamboo forests in China's Sichuan. 
Province, burst into flower and then die off. And. 
that's bad news for the Giant Panda, which. 
depends for its survival on huge amounts o 
bamboo. 

But that's just one of the problems facing th 
Panda. 


To ensure that it has a future it is vital t 
preserve the complex ecosystem in which 
lives, to carry out research into its dietary needs. 
and investigate possible alternatives, to discover: 
the reasons for its low reproduction rate, to’ 
study the problem of internal parasites — all thes 
factors and many more which threaten its 
survival. E 


Recognition of the urgent need to solve theses, 
and other problems has resulted in a unique and 
historic partnership between WWF and the : 
People’s Republic of China. : 


WWE has agreed to contribute US: 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation ` 
Programme. This includes construction of a 
research and conservation centre in the largest of - 
the Panda reserves - Wolong Natural Reservein | 
Sichuan Province. : 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in « 
Wolong together with top Chinese scientists. 
under the leadership of Professor Hu Jinchu. : 


The Giant Panda is an endangered animal.: 
It is also the symbol of WWF's worldwide ` 
conservation efforts to save life on earth. 


But WWE needs money — your money. 












Please send contributions to the WWF — $ 

National Organisation in your country or direct to: 3 

WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND; 


WW'F acknowledges the donation of this space by 
Far Eastern Economic Review. E 
Advertisement prepared as a public service by Ogilvy & Mather. < 





J&B Rare. 


1e 24 carat Scotch. 





It takes a mind 

of yourownto judge 
top-dass, 

exclusive cars 
fromthe new point 
of view. 





Life is already too full of the everyday. 

And cars are no exception. 

Even if you've always been used to choosinc 
only the best. 

Because over the past few years, the same 
conformity and uniformity have also become 
more and more apparent even amongst the 
highest class of luxury cars. 

And inevitably, many people have been 
drawn to status-conscious, portly limousine 
with their traditional airs and graces, whose 
chief aim is to reflect position and success. 
Amongsttop-class cars, BMW is the pionee: 
of a quite different, unconventional, dynamic 
point of view. 

Because BMW drivers don't understand 
status that needs to be underlined by 
symbols, and they certainly don't measure 
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by pretentious and demonstrative outward 

ppearances, but in terms of the most 

dvanced, progressive and capable techno- 

)gies. 

or them, for instance, the BMW 7-Series 

»presents the contemporary ideal for a 

ixury-class car. 

nd since the number of drivers, who share 

MW's new and innovative interpretation 
top-class motoring, continues to increase, 
s easy tounderstand what lies behind the 
traordinary success of the large BMWs. 

) why don't you too grasp the freedom and 

'e opportunity to break away from the old, 

stablished order? 

urthermore, you'll find yourself in excellent 

ompany. 

?cause it's invariably the most demanding 

| 


buyers with the personal independence 


to choose the very best, who are increasingly 


moving away from yesterday's idea of the 
best. 


And who are coming over to what is better for 


tomorrow. 
To the large BMWs - cars which don't 
emphasise what you lack, but who you are. 


The BMW 7-Series: the most individual and 
progressive alternative at the very top. 


Model and equipment availability in the 

BMW international range may vary from country to 
country. 

Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 


Brunei: Performance Company Ltd., Bandar Seri 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.) Ltd., 
Tel.: 3-7145271 


Indonesia: P. T. Tjahja Sakti Motor Corp., Jakarta, 
Tel.: 326939 


Korea: Kolon International Corp., Seoul, Tel.: 771-57 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Kuala Lumpur, Tel.: 03/4185 55 


Philippines: Hahn Manila, Manila, Tel. 7412 808 
Singapore: Performance Motors Ltd., Tel.: 4698800 


Taiwan: Pan German Motors Ltd., Taipei, 
Tel.: (02) 7153 101 


Thailand: Continental Auto Centre Co., Ltd., Bangkok, 
Tel.: 214-25 21 y 





First class 
hotel 
facilities 


where youd 
never expect 
to find them. 





A first class hotel that’s 
also an airport hotel? 


Yes, because we delight in 
surprising you with first 
class service, food and 
accommodation where 
you'd never expect to find 
it — right next to Hong 
Kong's Kai Tak airport. 
But you'd never know it 
because we're also the 
quietest airport hotel in 
the world. 





And the best surprise of 
all — our rates. They're 
unexpectedly reasonable. 


REGAL 
P^ MERIDIEN 
WP AIRPORT HOTEL 


GROUPE AIR FRANCE 


Where you can expect 
the unexpected. 


For information or reservations, contact 
your travel agent, any Air France office, 
Meridien hotel or Regal Meridien 
Airport Hotel Hong Kong, Sa Po Road, 
Kowloon. Telephone: 3-7180333. 
Telex: 40950 HOMRA HX. 
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A digestib 


Cultural Atlas of China by Caroline 
Blunden and Mark Elvin. Phaidon-Ox- 
ford. £17.50 (US$23). 


o form any real understanding of 

China's past and present, two things 
are vital. First, one must come to terms 
with its sheer size and diversity. Sec- 
ond, the length and complexity of its 
cultural, social and political history 
can be confusing to the interested-but- 
uninformed reader. For those without 
enough time to delve into mountainous 
academic or general works on China 
this new "cultural atlas" is to be re- 
commended. 

The book is divided into three main 
sections: Space, Time, and Symbols 
and Society. The 
first section of the 
book is an excel- 
lent example of the 
literary and visual 
clarity aimed at by 
the authors. They 
discuss the geogra- 
phical and demo- 
graphic limits of 
China at various 
stages of its deve- 
lopment. In a few 
pages we are pre- 
sented with a great 
deal of varied in- 
formation. 

To help the 
reader there are 
more than 30 de- 
tailed maps and 
diagrams, as well 
as numerous 
photographs, deal- 
ing with such 
things as the his- 
torical divisions of 





e dose of culture 


Parts of the” 





Controversial mural in Peking airport: 
shortcomings. 


ing off the “barbarians.” 
book seem little more than colour-sup- 


{ 


plement material, which is perhaps in- į 
evitable in this type of heavily on 


trated book. 

In a short sub-section entitled “The 
Film of Events,” the authors have done 
well to capture the mood of 20th-cen- 
tury Chinese politics and revolution, 
Unlike many other writers, Blunden 
and Elvin do not mince their words 
about communist China's problems 
and the terror tactics used by various 


Chinese governments, nor do they play | 


down their candid observations of 
China's complex society. They might 
have included a chapter on the Democ- 
racy Movement and the role of dissi- 
dent 
which have played 
a minor but still 
important role in 
recent politics. 
When it comes t 

the arts, the au- 
thors have little to} 
say of any interest. ' 
They 
included an exam- 
ple or two of im- 
aginative works by 
such dissident art- 
ists as Wang Ke- 
ping and compared 
it to the stolid 
socialist 
that still pervades 
the artistic estab- 
lishment. And it 
seems a little odd 
that when discuss- 
ing contemporary 
painting they 


chose as an exam-; 


the work of 


ple 


China during its various dynasties; the | Fang Zhaoling who left mainland 
| China in her early 30s in 1947. 


warlords in 1926; climatic zones; ag- 
ricultural regions; China's relations 
with foreign countries and even a de- 
tailed map on the 19th-century Muslim 
independence movements. 
out the book maps and pictures illus- 
trate historical and social changes. 

While the first section serves well to 
set the scene, the second section, Time, 
falls victim to the attempt to cram too 
much information into a small space. 
In less than 125 pages, almost half of 
which are illustrations, 
take us from "The Archaic World" to 
"The Imperial Age" and on to "The 
Modern Age." More written informa- 
tion and less pictures would have been 
better. 

Occasionally one feels that each 
dynasty was made up almost exclu- 


sively of the rulers and soldiers fight- | viewer's understanding. 


Through- | 





the authors | 


To a certain extent it is correct to say | 


that artists are better off than at any 
time since 1949, but they are still ex- 
tremely controlled nonetheless. A 
short, illustrated chapter on the film 
industry since 1949 would have been a 
positive addition. 

Blunden and Elvin have produced a 
highly readable book, interesting not 
so much for those who want a hard- 
hitting expose of China, but for those 
who can use a fair introduction to à 
country which has been both frustrat- 
ing and inspiring for centuries. The au= 
thors' commendable clarity is of the 
kind one finds in the best cinema 
documentaries, uncluttered by sweep- 
ing ideological judgments or pseudo- 
socio- political jargon to hinder the 
— IAN "o": 


movements, . 


might have 1 


realism | 


45q says it all. 
And it tells you a lot about Citizen. 


. pn Citizen Exceed-Z 


weiqhs an incredible 45 qrams—toqether with its band. 
IL is also the thinnest watch in the 3-atomosphere water-resistant Category.” 
Everything about the E xceed-Z is a demonstration of Citizen technology at work to combine form 
and function in a supremely fine dress watch, exquisite to look at, sheer comfort to wear. 


The movement measures a tiny 0.98mm, 
and its housing is a case of superhard alloy, itself an elegantly slim 2.88mm. 


amas ouaz EXCEED -Z FromThe Exclusive Collection 


ERE 
© CITIZEN 


* A watch's ability to withstand normal exposure to water and moisture: rain, perspiration, hand-washing, ety 


The art and science of timekeeping 
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Internationally acknowledged 
to be the finest cigarette in the world 


unni 
London-Paris-New York 
THE MOST DISTINGUISHED TOBACCO HOUSE IN THE WORLD 





